


IN THE

Supreme Court of Appeals of Virginia
AT RICHMOND.

Record No. 4957

VIRGINIA:

In the Clerk's Officeof the Supreme Court of Appeals at
the Supreme Court of Appeals Building in the City of Rich-
mond on Monday the. 3rd day of November, 1958.

VIRGINIA ASSOCIATION OF INSURANCE AGENTS,
ETC., Appellant,

against

COl'4MONWEALTH OF VIRGINIA, Appellee.

Form the State Corporation Commission'

. Upon the petition of Virginia Association of Insurance
Agents, a corporation, an appeal is awarded it by one of the
Justices of the Supreme Court of Appeals on November 3,
1958, from an order entered by the State Corporation Com-
mission on the 1st day of. August, 1958, in a certain pro-
ceeding then therein depending entitled: Application of
Virginia Insurance Rating Bureau; upon the petitioner, or
some one for it,enterjng into bond with sufficient security
before the Clerk of the said Corporation Commission in the
penalty of three hundred dollars, with condition as the law
directs. '.

On further consideration whereof, the suprersedea!S' prayed
for is denied.
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• , . RECORD• • •

VIRGINIA INSURANCE RATING BUREAU
AMERICAN BUILDING

Post OfficeBox 1198 Telephone MIlton 3-7471
RICHMOND 9, VIRGINIA

L. O. FREEMAN, JR. PHILIP FREDERICK
Manager .Chief Engineer

E. D. SOMMERS
Assistant Manager

C. L. PURYEAR, JR.
Rating Superintendent

November 29, 1957.

Hon. T. Nelson Parker, Commissioner of Insurance
Bureau of Insurance
State Corporation Commission
Richmond, Virginia

Dear Sir:

Re: Automobile Physical Damage Rates.

We enclose a copy of a letter captioned as above and
dated November 27, 1957, addressed to us by Mr. D. P.
Frame, Assistant Actuary of the National Automobile Under-
writers Association, a recognized advisory organization in
Virginia. In addition we enclose copies of the following:

1. Exhibits A, B,C and D (November, 1957)
2. Exhibit A (October, 1955)
3. Exhibit I (July, 1957)
4. Exhibit II (October, 1957)

This transmission is the first major step in a proposed
program of detailed recommendations which will soon be
submitted to you. Rather than delay our filing until all
recommendations are prepared, we are sending you this ma-
terial to the end that you may review the data and inform
us whether or not you concur therein.
The National Automobile Underwriters Association is con-

currently working on recommendations for the detailed
classes aI,ldcoverages in line with the. indication on Exhibit
II enclosed. Also being prepared is a copy of a proposed



E. D. SOMMERS
Assistant Manager
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new manual to incorporate various miscellaneous changes in
addition to new rates and premiums to be displayed for
passenger and commercial cars.
With highest regards.

Yours very truly,

L. O. FREEMAN, JR.
Ma.nager.

TLB:j

cc: Mr. D. P. Frame, Assistant Actuary
National Automobile Underwriters Association

cc: Mr. W. D. Hall, Actuary
National Automobile Underwriters Association

cc: Mr. R. W. Criswell
Vice Chairman-Va. Governing Committee

cc: Messrs. Collins Denny, Jr. and C. D. Minor

NOTE: The enclosures to this letter of November 29,
1957, are with the exhibits filed with the evidence under
Tab #1.

page 2 r VIRGINIA INSURANCE RATING BUREAU
AMERICAN BUILDING

Post OfficeBox 1198 Telephone MIlton 3-7471
RICHMOND 9, VIRGINIA

L. O. FREE,MAN, JR. PHILIP FREDERICK
Manager Chief Engineer

C. L. PURYEAR, JR.
Rating Superintendent

'December 5, 1957.

Hon. T. Nelson Parker" Commjssioner of Insurance
Bureau of Insurance
State Corporation Commission
Richmond, Virginia

Dear Sir:

Re: Automobile Physical Damage Rates. . ."'.
"0.'

This letter will supplement our filing of November 2!h'l957,
on the captioned subject. ... ..'.' '.. '.
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cc:

cc:

We enclose a letter dated December 3, 1957, addressed to
us by Mr. D. P. Frame, Assistant Actuary of the National
Automobile Underwriters Association, a recognized advi-
sory organization in Virginia. Also enclosed and made a
part of this filing is the material referred to in his letter.
As indicated previously we are sending you this material

piecemeal in order to give you the opportunity of reviewing
the proposed changes from existing rates and making what-
ever comments or suggestions you may feel advisable. To
assist you in your review of the enclosed material and to
facilitate such comparisons as you may desire to make we
have transmitted wherever possible the approved existing
rate or premium schedules together with the proposed prem-
ium display.
To illustrate the effect of the proposed change in the

Collision Classification Plan, shown below are the proposed
$50 deductible premiums for three widely used symbol and
age group classifications:

Present Proposed )'roposed Present Proposed
Symbol Age Group Class 2 Class 2C Class 2A Class IF Class IF

.J 1 $78 111 85 44 41
K 1 $85 120 92 47 45
M ] $87 125 95 49 46

It can be seen from the above comparison that the pro-
posed change produces relatively higher private passenger
collision premiums for the new 2C Class and relatively

lower premiums for farmers' passenger vehicles.
page 3 r Just as soon as possible we shall file with you

"copy" for the complete new manual showing pro-
posed changes in rules and proposed rate revisions which are
reflected in the attached schedules.
",Vithhighest regards.

Yours.very truly,

L. O. FREEMAN, JR. "
Manager.

TLB:j

Mr. D. P. Frame, Assistant Actuary
National Automobile Underwriters Association

cc: Mr. W. D. Hall, Actuary
"National "Automobile Underwriters Association
Mr. R. W. Criswell
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Vice Chairman-Va. Governing Committee
cc: Messrs. Collins Denny, Jr. and C. D. Minor

NOTE: The enclosures to this letter of December 5, 1957,
are with the exhibits filed with the evidence under Tab #2.

page 4 r VIRGINIA INSURANCE RATING BUREAU
AMERICAN BUILDING

Post Office Box 1198 Telephone MIlton 3-7471
RICHMOND 9, VIRGINIA

L. O. FREEMAN, JR.
Manager

E. D. SOMMERS
Assistant Manager

PHILIP FREDERICK
Chief Engineer

C. L. PURYEAR, JR.
Rating Superintendent

December 9, 1957.

Hon. T. Nelson Parker,. Commissioner of Insurance
Bureau of Insurance
State Corporation Commission
Richmond, Virginia

Dear Sir:

Be: Automobile Physical Damage Rates.

This letter will supplement our letters of November 29,
1957, and December 5, 1957, filing for changes in automo-
bile physical damage rates.

ViTe enclose and make a part of this filing- a letter dated
December 6, 1957; from Mr. D. P. Frame, Assistant Actuary
of the National Automobile Underwriters Association, listing
the recommended changes in the rates and premiums to be
displayed in the Virginia automobile physical damage manual
You will note that the estimated total revenue change for
Virginia would be an increase of 6.42%. This is very close
to the indicated need of 6.1270 as shown on Exhibit II, filed
with out letter of November 29, 1957.
Also enclosed is a complete copy of the proposed new

Virginia automobile physical damage manual which was
referred to in our letters of November 29, 1957, and De-
cember 5, 1957.
In conjunction with this filing there are transmitted the

following endorsements:

NAUA No. He-Edition, June, 1952-Comprehensive
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Coverage-$50 Deductible (Private Passenger Automobiles
Only)
NAUA No. 206-Edition, September, 1956-Comprehen-

sive Coverage459 Deductible Family Automobile Policy
NAUA No. 3Y-Edition, June, 1957-Automobile Collision

Insurance Rating Statements Private Passenger Automo-
biles Owned by Individuals (Virginia Only) .
NAUA No. 57X-Edition, June, 1957-PrivatePassenger

Automobile Collision Classifications (Rating Information)
(Virginia Only)

It, is requested that NAUA Hc and 206 be established as
standard forms of endorsements for use by all insurance
companies. NAUA 3Y' and 57X replace NAUA 3q and
57p (editiop, July, 1956), not currently standard forms, and
reflect the changes in the Collision Classification Plan em-
bodied in: this filing. .
This transmission completes our filing on this subject. If

we can be of any help to you in your study of this proposed
program, please let us know.

page 5 r It is hoped that approval of this program may
be secured so that the effective date of the new

manual may be established as January 15, 1958, or as soon
thereafter as possible.

Yours very truly;

L. O.FREEMAN, JR.
Manager.

TLB:j

cc: Mr. D. P. Frame, Assistant Actuary
National Automobile Underwriters Association

cc: Mr,. W. D. Hall, Actuary
National Automobile Underwriters Association

cc: Mr. R. W. Criswell
Vice Chairman-Va. Governing Committee

cc: Messrs. Collins Denny, Jr. and C. D. Minor

NOTE: The enclosures to this l~tter of December 9, 1957,
are with the exhibits filed with the evidence under Tab #3,
except the proposed new Virginia automobile physical damage
manual which is exhibit, No. 1~1, 1-2, and 1-3.
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page 6 r VIRGINIA INSURANCE RATING BUREAU
AMERICAN BUILDING

Post OfficeBox 1198 Telephone MIlton 3-7471
RICHMOND 9, VIRGINIA

L. O. FREEMAN, JR. PHILIP FREDERICK
Manager Chief Engineer

E. D. SOMMERS
Assistant Manager

C. L. PURYEAR,JR.
Rating Superintendent

December 16, 1957. ;

Hon. T. Nelson Parker, Commissioner of Insurance
Bureau of Insurance
State Corporation Commission
Richmond, Virginia

Dear Sir:

Re: Automobile Physical Damage Rates.

On November 29, December 5, and December 9 we trans-
mitted and filed with you certain changes in the Automobile
Physical Damage Manual for Virginia. On December 9, 1957,
we sent a complete copy of the proposed new Virginia
Manual.
Enclosed is a copy of the proposed revision to Page 12a

of the Automobile Manual which we ask that you substitute
for the same page filed with you on December 9. You will
note that the original page which we filed provides for a
10% reduction in rate for risks qualifying for driver train-
ing credit. The enclosed page makes reference to Page
12d of the Manual where the Virginia provisions for 5% and
10% reduction are set forth.
We shall be glad to be of any assistance to you whatso-

ever in reviewing these filings. Please feel free to call
upon us.

Yours very truly,

L. O. FREEMAN,. JR.
Manager.

TL13:j
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cc: Mr. D. P.Frame, Assistant Actuary
National Automobile Underwriters Association

cc: Mr. ,TV. D. Hall, Actuary
National Automobile Underwriters Association

cc: Mr. R. W. Criswell
Chairman-Va. Governing Committee

cc: Messrs. Collins Denny, Jr. and C. D. Minor

NOTE: The enclosure to this letter of December 16, 1957,
is with the exhibits filed with the evidence under Tab #4.

page 7 r 'VIRGINIA INSURANCE RATING BUREAU
AMERICAN BUILDING

Post Office Box 1198 Telephone MIlton 3-7471
RICHMOND 9, VIRGINIA

.L. O. FREEMAN, JR. PHILIP FREDERICK
Manager Chief Engineer

E. D. SOMMERS
Assistant Manager -

C. L. PURYEAR, JR.
Rating Superintendent

December 16, 1957.

Hon. T. Nelson Parker, Commissioner of Insurance
Bureau of Insurance
State Corporation Commission
Richmond, Virginia

Attention: Hon. Courtenay W. Harris
Deputy Commissioner " "

Dear Sir:

Be: Automobile Physical Damage Rates.

On November 29, December 5, and December 9 we filed for
changes in automobile physical damage rates and rules. To-
gether with our December 9 transmission we sent a complete
copy of the proposed new Manual.
To assist you in evaluating the changes which are proposed

in the rules, the attached brief has been prepared by the
National Automobile Underwriters Association. Through-
out this brief reference is made to a letter from the National
Automobile Underwriters Association dated July 10, 1957,
recommending and explaining- certain. Manual changes. For
your convenience a copy of this letter is also enclosed. You
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will note that some changes proposed in this letter have
already been approved in Virginia. I refer specifically to
changes in Rules 25, 25a, and 33. ,
You will recall that the change in Rule 11-Total or Con-

structive Total Loss-referred to in the attached memoran-
dum, was filed February 11, 1957, but has not received ap-
proval. Substantially the same recommendation has been
included as a part of our current rate filing, therefore super-
seding the February 11 transmission.
Referring to our recent correspondence regarding Rule

123-Towing and Labor Costs-you will recollect that we dis-
cussed this filing while Mr. Frame of the National Automo-
bile Underwriters Association was in Richmond. We pointed
out that there was not available sufficient statistical data to
justify a rate increase from $1.00 to $2.50 per se; but it was
pointed out that the $10 limit of liability now in the policy
was unrealistic in the face of current charges made by
garages and repair shops and it was on the basis of the best
judgment available that the limit of liability was proposed
to be increased two and one half times ($25.00) and the
premium charged accordingly ($2.50). It was also pointed
out that because of the formation "of"Road Service Co-ops."
in some states the public was becoming increasingly more
claim wise as respects this coverage.
Whereas the general rate filing previously submitted does

not contain provisions for the above increase and change
in policy provisions, we ask that you give consi-

page 8 r deration to our filing of September 26, 1957, in con-
'nection with the current rate filings. Copies of

NAUA 220, edition, October, 1957-Amendment of Limit
of Liability-Towing and Labor Costs-have already been
sent to you.
If we can be of any help to you whatsoever in reviewing

the proposed changes, please feel free to call upon us.

Yours very' truly,

L.O.FREEMAN,JR.
Manager.

TLB:j

cc: Mr. D. P. Frame, Assistant Actuary
National Automobile Underwriters Association

ce:"Mr. W. D. Hall, Actuary
National Automobile Underwriters Association
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cc: Mr. R. ",V. Criswell.
Chairman-Va. Governing Committee

cc: Messrs. Collins Denny, Jr. and C. D. Minor

NOTE: The enclosures to this letter of December 16,
1957, are with the exhibits filed with the evidence under
Tab #5.

page 9 r COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION

AT RICHMOND, FEBRUARY 26, 1958.

APPLICATION OF
VIRGINIA INSURANCE RATING BUREAU

For approval of amendments to the manual of classifications,
rules and rates, and rating plans and modifications thereof
for writing automobile physical damage insurance.

CASE NO. 13801.

ON A FORMER DAY came Virginia Insurance Rating
Bureau, and, pursuant to the provisions of Chapter 6 of
Title 38.1 of the Code, filed on behalf of its members and
requested approval by the Commission for use in this State
of certain amendments to the manual of classifications, rules
and rates, and rating plans, and modifications thereof for
writing automobile physical damage insurance . heretofore
approved by the Commission for use by insurers,. members
of said Bureau.

AND IT APPEARING- to the Commission that a hearing
will be necessary befor,e acting upon said filing, and that
notice of the time and place of suc,h hearing be given;

IT IS ORDERED:

(1) rrhat a proceeding be, and it is hereby, instituted
to determine: (a) Whether or not the rates proposed to
be charged by reason of said amendments to the manual
of classifications, rules and regulations, and rating plans,
and modifications thereof for writing automobile physical
damage insurance in this State are excessive; inadequate or
unfairly discriminatory,. and (b) any other matter which
may be the proper subject of investigation; assigned Case
No. 13801, docketed and set for hearing at 10:00 A.. M. on
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April 24, 1958 in the Courtroom of the State Corporation
Commission, Blanton Building, Richmond, Virginia, at which
time and place said Virginia Insurance Rating Bureau, and
all other parties in interest desiring to be heard, do appear
and present such facts and file such data relevant to the

matters involved as may be desired or proper;
page 10 f (2) That Virginia Insurance Rating Bu~eau

submit at said time and place to the Commission
all available facts, information, data and statistics with re-
spect to automobile physical damage insurance concerning:
(a) past and prospective loss experience within and outside
this State; (b) conflagration or catastrophs hazard; (c) a
reasonable margin for undenvriting profit and contingencies;
(d) dividends, savings or unabsorbed premium deposits al-
lovvedor returned by insurers writing said insurance to their
policyholders or members or subscribers; (e) past and
prospective expenses, both countrywide and those especially
applicable to this State; and (f) all relevant factors within
and outside this State;
(3) That Virginia Insurance Rating Bureau publish a

notice of the time and place of hearing, setting forth the
substance of said filing and the place or places where the
exact program, as proposed in said filing, may be seen by
any person in interest, in a newspaper or newspapers of
general circulation published in each of the following cities
.in this State, viz: Richmond, Norfolk, Roanoke, Lynchburg,
Danville and Alexandria, at least once a week for two suc-
cessive weeks, beginning at least ten days prior to the date
set for hearing, and that due proof of the publications of
such notice be made and filed herein, and that the notice be
substantially in words and figures as follows, to-wit:

"NOTICE TO THE PUBLIC

"Notice is hereby given to the public that Virginia In-
surance Rating Bureau has filed with and requested approval
of the State Corporation Commission of certain amendments
to the manual of classifications, rules and rates, and rating
plans, and modifications thereof for writing automobile physi-
cal damage insurance heretofore approved by the Commis-
sion. The proposals effect both increases and decreases in
rates and an over-all increase in the average rate level of
6.12%. The increases are as follows:

Private Pa,ssenger Automobiles:

Collision Insurance
Other than Collision Insurance

Increase

8.0%
9.5%
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page 11 ~

Minimum Premium other than Collision Insurance 12.5%
The division of Class 2 Collision Premiums into two
new classes, as follows:

.Class 2A
There is a male operator under 25 years of age
resident in the applicant's .household 'Or em-
ployed as a chauffeur regardless of whether or
not the automobile is used in the occupation,
profession or business of the applicant 'Or 'Of
any other person customarily operating the
automobile, and
(a) the male operator under 25 years of

age is not the owner or principal
operator of the autamobile, or

(b) the male owner or operator under 25
years 'Of age is married. 0.00.%

•.•.Class 2C .
There is a male operator under 25 years of
age resident in the. applicant's household or
emplayed as a chauffeur regardless 'Of whether
'Ornot the automobile is used in the occupation,
professian or business 'Of the applicant 'Or of
any ather person. custamarily 'Operating the
automabile, and the male operator under 25
years of age is the 'Owneror principal 'Operator
and is nat married. 30.4%

.In additian to increases nated above

Commercial Automobile's-Truckman Rule:

Intermediate Collision Coverage
Lang Distance Callisian Coverage

Fleets:

Collision Insurance

5.0%
25.0%

5.6%
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Public Passenger Carrying Automobiles, excluding
Buses:

Callisian Insurance 3.27'0

The praposed amendments ta the manual 'Ofclassi
ficatians, rules and rates, rating plans, and madi-
ficatians thereaf may be seen at Virginia Insurance
Rating Bureau, Eighth Flaar, American Building,
Richmand, Virginia, 'Orat the Bureau 'OfInsurance,
~i~hth Flaar, Blantan Building, Richmand, Vir-
glma. ,
The State Corparatian Cammissian has instituted an in-

vestigation and hearing upon the prapased amendments ta the
manual of classificatians, rules and rates, rating plans, and
modificatians there 'Of ta be held at the Caurtraam of the
State Carparation Cammissian, Blantan Building, Richmand,
Virginia, at 10':00' A. M., April 24, 1958, at which place
::md time all parties to the pending praceeding, Case Na.
13801, and all ather persans in interest and members 'Ofthe
public generally may appear, present such relevant data as
desired, and be heard.

VIRGINIA INSURANCE RATING BUREAU."

page 12 rand
(4) That an attested capy 'Of this 'Order be

sent ta Virginia Insurance Rating Bureau, ta Callins Denny,
Jr., counsel, and ta the Bureau 'OfInsurance.

A True Capy

Teste:

N. W. ATKINSON
Clerk 'Of the State Corparatian
Cammission.
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page 13 r VIRGINIA. INSURANCE RATING BUREAU
AMERICAN BUILDING

Post OfficeBox 1198 Telephone MIlton 3-7471
RICHMO~D 9, VIRGINIA

PHILIP F'REDERICK
Chief Engineer

C. L. PURYEAR, JR.
Rating Superintendent

L. O. Freeman, Jr.
Manager

E. D. SOMMERS
Assistant Manager

March 27, 1958.

Hon. T. Nelson Parker, Commissioner of Insurance
Buteau of Insurance
State Corporation Commission
Richmond, Virginia

Dear Sir:

Re: Automobile Physical Damage Rates.

To further develop and explain various automobile physi-
cal damage rate proposals which were filed under dates of
November 29, December 5, December 9 and December 16,
we now file with you certain additional information and
statistical data as listed below:

1. A copy of a letter from D. P. Frame, Assistant Actuary,
National Automobile Underwriters Association dated March
26, 1958, and addressed to the undersi~ned.
2. A series of exhibits numbered 1 through 7.

Thank you for your consideratoin of the above supporting
data. .We believe that the enclosed material will serve to
answer satisfactorily all of the questions with respect to this
filing which were raised during a recent conference with
members of your department. However, if there is any
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furtherqu~stion or if you find that any additional informa-
tion is needed, please do not hesitate to call on us.

Respectfully yours,

,L. O. FREEMAN, JR.
Manager.

TLB:j

cc: M1'. D. P. Frame, Assistant Actuary
National Automobile Underwriters Association

cl: Mr."'V. D. Hall, Actuary
National Automobile Underivriters Association

cc: Mr., R. ,-,-.,T. Criswell
Chairman-Va. Governing Committee

cc: Messrs. Collins Denny, Jr. and C. D. Minor

NOTE: The enclosures to this letter of March 27, 1958,
are with the exhibits filed wtih the evidence under Tab #6.

page 14 r COMMON,VEALTH OF VIRGINIA
STATE CORPORATION COMMISSION

AT RICHMOND, MARCH 31, 1958.

APPLICATION OF
VIRGINIA INSURANCE RATING BUREAU

I
For approval of amendments to the manual of classifications,
rules and rates, and rating plans and modifications thereof
for writing automobile physical damage insurance.

CASE NO. 13801.

SUBSEQUENT to the order of February 26, 1958 came
again the applicant, and, pursuant to the provisions of Chap-
ter 6 of Title 38.1 of the Code, filed on behalf of its members
and requested approval by the Cominission for use in this
State of additional amendments to the manual of classifica-
tions, rules and rates, and rating plans, and modifications
thereof for "writing' physical damage insurance her,etofore
approved by the Commission for use 'in this State by in-
surers, members of the applicant, which proposed additional
amendments consist of a new program for insuring for physi-
cal damage coverages automobiles consigned to or owned by
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automobile dealers and held for sale or,used in their business
as automobile dealers.

AND IT APPEARING to the Commission that a hearing
upon said additional amendments should be held at the same
time and in the' same proceeding as the proposed amendment
set for hearing by the order of February 26, 1958 and that
notice of the time and place of such hearing as thus extended
should he given;

IT IS ORDERED:

(1) That this proceeding he extended to cover, in addition
to the matters set forth in the order of February 26, 1958,
the application of Virginia Insurance Rating Bureau for
approval of its proposed new program for insuring physical
damage coverages automobiles consigned to or owned by
automobile dealers and held for sale.or used in their business
as automobile dealers and be set for hearing at the same
time and place as originally provided in the order of. Feb-
ruary 26, 1958;
(2) That in lieu of the notice required to be given by the

order of February 26, 1958Virginia Insurance Rating Bureau
publish a notice of the time and place of hearing,

page 15 r setting forth the substance of said filing and the
place or places where the exact program, as pro-

posed in said filing, may be seen by any person in interest,
in a newspaper or newspapers of general circulation pub-
lished in each of the following cities in this State, viz: Rich-
mond, Norfolk, Roanoke, Lynchburg, Danville and Alexan-
dria, at least once a week for two successive weeks, beginning
at least ten days prior to the date set for hearing, and that
due proof of the publications of such notice be made and
filed herein, and that the notice be substantially in words
and figures as follows, to-wit:

"NOTICE TO THE PUBLIC.

"N otice is hereby given to the public that Virginia In-
surance Rating Bureau has filed with and requested approval
of the State Corporation Commission of certain amendments
to the manual of classifications, rules and rates, and rating
plans, and modifications thereof for writing automobile physi-
cal damage insurance heretofore approved by the Commis-
sion. The' proposals effect both increases and decreases in
rates and an over-all increase in the average rate level of
6.12%. The increases are as follows:
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Private Passenger Aut01nobiles:

Collision Insurance
Other than Collision Insurance
Minimum Premium other than Collision In-
surance
The division of Class 2 Collision Premiums into
twa new classes, as follows:

.Class 2A
There is a male .operator under 25 years
.of age resident in the applicant's house-
hold or employed as a chauffeur regardless
of whether or not the automobile is used
in the occupatian, profession .or business
.of the applicant or .of any ather person
customarily operating the automobile, and
(a) the male operator under 25 years

of age is not the owner or principal
operator of the automobile, or

(b) the male owner or operator under
25 years of age is married.

page 1:6 ~

I.ncrease

8.0%
9.5%
12.5%
12.5%

0.00%

.Class 2C
There is a male operator under 25 years
of age resident in the applicant's hause-
hold .or 'employed as a chauffeur regardless
of whether or not the automobile is used
in the occupatian, prafessian .or business
.of the applicant .or of any ather person
custamarily .operating the autamabile, and
the male aperatar under 25 years .of age
is the .owner .or principal operator and is
.not married. 30.4% .

tlIn addition ta increases nated abave

Commercial Automobiles-Truckman Rule

Intermediate Callision Caverage
Lang Distance Collisian Coverage

DeaJers ' Section

Appraval is requested .of a completely revised
Dealers' Sectian .of the Manual, effecting bath in-

5.0%
25.0%
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creases and decreases in rates and broadening of
coverages. Increases are proposed in the rates for
Combined Additional Coverage with and without
Malicious Mischief and Vandalism, Annual Blanket
Theft and Annual Blanket. Collision rates in some
instances, and Drive-Away Collision rates.

Fleets:

Collision Insurance 5.6%

Public Passenger Carrying Auto11wbiles, excluding Buses.:

Collision Insurance 3.2ro

The proposed amendments to the manual of classifications,
rules and rates, rating plans, and modifications thereof may
be seen at Virginia Insurance Rating Bureau, Eighth Floor,
Blanton Building, Richmond, Virginia.
The State Corporation Commission has instituted an in-

vestigation and hearing upon the proposed amendments to
the manual of classifications, rules and rates, rating plans,
and modifications thereof to be held at the Courtroom of the
State Corporation Commission, Blanton Building, Richmond,
Virginia, at 10:00'A.M., April 24, 1958, at which place and
time all parties to the pending proceeding, Case No. 13801,
and all other persons in interest and members of the public
generally may appear, present such relevant data as desired,
and be heard.

VIRGINIA INSURANCE RATING
BUREAU."

and

page 17 t (3) That an attested copy of this order be
sent to Virginia Insurance Rating Bureau, to Col-

lins Denny, Jr., its counsel, and the Bureau of Insurance.

A True Copy.

Teste:

N. W. ATKINSON
Clerk of the State Corporation.
Commission.



Va. Association of Ins. Agents v. Commonwealth of Va. 19

page 18. r COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

APPLICATION OF
VIRGINIA INSURANCE RATING BUREAU

For Approval of Amendments to the Manual of Classifica-
tions, Rules and Rates, and Rating Plans and Modifications
ther,eof for writing Automobile Physical Damage Insurance.

CASE NO. 13801.

Present: Commissioners H. Lester Hooker (Chairman)
Jesse W. Dillon, Ralph T. Catterall '(Commissioner Dillon
presiding) .
Appearances: Collins Denny, Jr., Claude D. Minor, Coun-

sel for Virginia Insurance Rating Bureau.
William H. King, Counsel for Virginia Association of

Insurance Agents. .
Alden E. Flory, Counsel, Virginia F'arm Bureau Mutual

Insurance Company.
page 19 r Dave Tapley, State Farm Mutual Insurance Co.'

H. L. Craig, Harleysville Insurance' Company.
Norman S. Elliott, Counsel for the Commission. .

Date of Hearing
April 24, 1958.

page 20 r Commissioner Dillon: Mr. Minor, you may pro-
ceed. .

Mr. Minor': Ma3~it please the Commission, as the Bailiff
stated, this is an application of the Virginia Insurance
. Rating Bureau for approval of Amendments to the Manual
of Classifications, Rules and Rates, and Ratirig Plans and
Modifications thereof for writing Automobile Physical Dam-
age Insurance in Virginia. A little later I will go into it in
. a little more detail as to what the application emhodies.
. 'PUi'Suajlt to the-application, we have certified copies of
. Notices of Publication in the Alexandria Gazette, the Vir-
ginia-Pilot of Norfolk and Portsmouth; The News of Lynch-
burg, The Roanoke Times; The Danville .Register and The
Richmond Times-Dispatch, which is in keeping with the Order
of the Commission.

Commissioner Dillon: These noti~es will be
page 21 r received as Exhibit A.

Mr. Minor: Now, may it please the Commission
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our filing shows (Exhibits B, C and D attached to, National
Automobile Underwriters Association letter of November 27.
1957) the physical damage automobile insurance experience
for all companies writing this type of coverage in Virginia
to be as follows: For 1954 premiums earned were $33,-
151,852 and direct losses (including loss adjustment ex-
pense) paid were $14,951,621 ; for 1955 premiums earned
were $35,736,899 and direct losses (including loss adjust-
ment expense) paid were $16,038,028; and for 1956 premiums
earned were $37,158,907 and direct losses (including loss
adjustment expense) paid were $19,011, 077.
The results given would appear to be favorable from the

standpoint of the premiums earned and the direct losses
paid. Such a situation, however, is more apparent than

real. In May 1955 there was filed with and ac-
page 22 ~ cepted by the Commission a new or revised rating

formula applicable with respect to physical dam-
age automobile insurance. The first time that formula was
applied was in 1956, and as a cons;equenceof its application,
physical damage automobile insurance rates were reduced
over-all by 14.6%. That decrease in rates became effective
on or about January 16, 1956. Since that time there has been
no further change-either upwards or downwards-in such
rates for use in Virginia.
The earned premium amounts just given for the year 1954,

1955 and 1956 were produced by rates which were approxi-
mately 17% higher than the rates in use at this time.
Since that is the case, it is proper and necessary to adjust
the amount of such earned premium to the present rate level
in order to determine what the underwriting experience
would have been for those years had the business involved
been written at the current rates. When this proper and
necessary adjustment is made, we find that such underwriting

experience would have been as follows: For
page 23 ~ 1954 earned premiums would have been $30,-

004,156 and paid losses and loss expenses would
have been $14,951,621; for 1955 earned premiums would
have been $32,308,728 and paid losses and loss expenses would
have been $16,038,028; and, for 1956 earned premiums would
have been $35,008,960 and paid losses and loss expenses would
have been $19,011,077.
One proper and important characteristic of the rating

formula filed with and accepted by the Commission in May
1955 is that which brings into application the price level
factor or cost of living index. This is in recognition of the
fact that the cost of moto,r vehicles and, perhaps more es-
pecially, the cost of automobile repairs are not static matters
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but follow quite generally the cost of living index. The
new index as 'established by the United States Bureau of
Labor Statistics uses the average for 1947 to 1949 as the
base of 100, and under the Consumers' Price Index or Cost

of Living Index of that department the 12 months'
page 24 r average for Virginia as of December 31, 1954, was
. 114.8. Such average as of December 31, 1955,

was 114.5, and as of December 31, 1956, was 116.2. The
actual index as of July 15, 1957, was 120.8. It is obvious,
of course, that as costs generally increase, as the index shows
is the case under present conditions, the costs of automobiles
and of automobile repairs follow right along. This situation
is a prominent cauS'efor the unfavorable loss experience sus-
tained during the last two years by companies writing
physical damage automobile insurance.
We feel it is unnecessary to dwell upon the logic of this

phase of the rating formula, since no doubt the Commission
is aware from personal experiences that only a few years
ago if one had the misfortune to crumple a fender on one's
automobile, the cost of repairing it, or even the cost of
replacing it with a new one, was a nominal sum prehaps not
in excess of $20.00. That is not the case at present. The
.chances are that a similar repair job today would cost $150.00

or more. In this relation, William P. Henderson
page 25 r in an article which appeared in the March 28,

1958 issue of the National Underwriter states
that the retail installation price of certain groups of parts
each exceeds 10% of the cost of the car, and lists among these
groups (a) the front and rear bumper assemblies, (b) the
two front fender panels and trim, (c) the rear fender panels
and trim, (d) the deep sculptured doors, and (c) the front and
rear gingerbread adornments. There are but few fully
equipped cars today which cost less than $2,500, hence,
according to Mr. Henderson, anyone of the repair jobs
mentioned likely will entail a cost of $250.00 or more.
Without attempting to go into a full explanation of the

existing rating formula (which, we might say parenthetically,
will be explained later by Mr. Frame as fully as the Com-
mission may desire), we feel it is sufficient to say that under
the application of the formula the experience for the previous

three years,-that is 1954, 1955 and 1956-shows
page 26 r that the average earned annual premium revenue.

needed in Virginia was $36,048.752, whereas the
actual average earned annual premium revenue was only
$33,968,433. This indicates needed additional premium in-
come of slightly more than $2,000,000annually, or as stated
in the filing, an increase in rates of 6.12%. We, of course,
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expect to substaJltiate such needed increase by appropriate
testimony and by data in the form of exhibits.
Before passing on to another phase of our TIling,we are

taking the liberty of emphasizing a situation with which the
Commission is thoroughly familiar. That situation simply
is this. Virginia is not an isolated state. It is a state that
is greatly traveled by persons from other states. Its history,
its traditions, its mountains and seashore, its Jamestown,
its Colonial \iVilliamsburg, and its numerous other points of
interest make it a Mecca of the tourist. Moreover, the main
north and south Virginia highways form a link of approxi-

mately 200miles in the routes taken by those moto-
page 27 ( rists from Ontario, Quebec, New England, New

York, Pennsylvania, and other areas to the north
when going to and returning from Florida, and similarily
when the residents of many of the Southern States travel to
,iV ashington, Philadelphia, New York and other points in the
northeastern United States and adjacent Canada,
As a result there are millions of out-of-state motor vehicles

driven on Virginia roads each year. In fact, according to the
latest count-which "vas for the year 1954-made by the
Virginia Highway Department there' were 12,511.,000out-of-
state motor vehicles which visited or passed through the.
State in that year. As fantastic as that number is, had the
count been made for 1957 the probabilities are that the num-
ber would have been 15,000,000 or more because of the
Jamestown Exposition. These millions of out-of-state moto-
rists are welcome, of course, since Virginia traditions and

hospitality would not have it otherwise. \iVe can
page 28 F not overlook the fact, however, that such an influx

of motor vehicles contributes largely to a traffic
situation which augments, to an unnnown but very sub-
stantial degree, the amount of physical damage to motor
vehicles sustained by Virginia owners. This is so because
every additional car on the roads of the State constitutes an
additional potential hazard and an additional subject for
possible physical damage loss.
Of similar importance from theshindpoint of possible

physical damage loss is the increase in the' number of motor
vehicles owned in Virginia .'According to the Virginia Divi-
sion of Motor Vehicles, for the y,ear 1950 there were 994,426
registrations issued for such vehicles in the State, whereas
for the year 1957 the number of registrations was 1,480,837.
Thus during that seven years period the exposure from this
source alone for physical damage loss to Virginia owned
motor vehicles increased more than fifty per c~nt. In spite

\
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of such additional exposure as to possible physical
page 29 r damage loss, during the s'even years period under

discussion the rates for physical damage automo-
biles insurance were decreased twice. These were a de-
crease of approximately 120/0 in January 1952, and as prev-
iously stated a decrease of 14.6% in January 1956. Thus,
if the changes which we propose at this time are approved
by the Commission the rates for physical damage auto-
mobile insurance in Virginia will be only about 80% of the
rates which were in use in 1950.
While we have no accurate information as to the actual

number of "old cars" in use in Virginia, we believe it to be
a conservative estimate that eight out of every ten cars
on the roads are in excess of 18 months of age. The cost
of physical damage insurance with respect to these old cars
is less, both under present rates and those we propose,
while the cost of repairs, with respect to such ca.rs is sub-
stantially the same, that is particularly as to the latest models

in most instances, as for new cars. Moreover, the
page 30 r frequency of physical damage loss to the older

cars is higher simply because the newer an auto-
mobile is the greater is the care which its owner exercises
toward it. Conversely, the older an a.utomobile is the less
care its owner exercises toward it, with the result that it
becomesmore and more a hazard on the highways.
Without going into every detail of the filing, since such

details will be gone into by Mr. Frame in his testimony to the
extent the Commission may desire, we feel it will be helpful
to both the Commission and any persons here in opposition
to the filing if we give a reasonably comprehensive summary
of what we propose. Our feeling in this connection arises
for the most part from the fact that, so far as the public is
concerned, all that is known about our proposals is the in-
formation contained in the published notice which, according
to the requirements of law, appeared in various newspapers

published in certain cities of the State. We raise
page 31 r no objection .with regard to the published notice,

but since such notic'e related only to proposed
increases in physical damage automobile insurance rates
and our filing includes .not only such proposed increases
but also numerous and substantial proposed decreases, it is
our thought that it will be helpful to all interested if w,e
delineate just what is proposed.
First we shall deal with our proposal as it affects private

passenger automobiles, since it is from this type of vehicle
that the bulk of premium revenue is derived. In this con-
nection our proposal is as follows: (a) Comprehensive-
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Actual Cash Value-Full Coverage. As the Commission is
aware this is the insurance coverage most commonly written
with respect to motor vehicles and provides coverage against
virtually all risks of accid~ntal loss other than collision and
up-set. But the coverage pays for loss to glass if caused by

collision or otherwise. Under our filing it is pro-
page 32 r posed to increase the av,erage premium from

$11.18 to $12.52, which is a 12% increase in rate.
However al";to this coverage it is proposed to permit the
insured, if he so elects, to accept a $50.00 deductible provision
or endorsement, which 'would not apply to loss by theft or
larceny of the entire automobile or to loss by fire or lightning
or to loss from smoke or smudge under certain conditions
or to loss by certain perils of transportation, and for which
deductible the insured would be given a credit of approxi-
mately 40%. Credit for use of the deductible will have the
effect of reducing the proposed average premium from $12.52
to $8.12:
(b) Fire and Theft-Actual Cash Value Coverage. A sub-

stantial portion of physical damage insurance carried with
respect to private passenger automobiles is written to cover
against the primary perils of fire and theft. Under our
filing we prop0l";ea reduction of 16.7% in the rates for these

coverages. This proposed decrease will have the
page 33 r effect of reducing the average fire and theft prem-

ium from $7.29 to $6.07.
(c) Minimum Premium. Under existing filings heretofore

approved by the Commission a minimum annual premium
charge of $8.00 per policy applies with respect to Com-
prehensive coverage. The minimum annual premium charge
for each policy covering one or more of the follo"ving perils
of fire, theft, windstorm, personal effects, flood, riot and
Combined Additional Coverage-is $7.00 per policy. We
propose to make the minimum premium for 'each policy
including collision coverage $8.00 (but excluding the cover-
age of Towing and Labor). In considering the effect of
the change in minimum premium to apply on a policy basis
instead of a eoverage basis, we estimate that 35% of private
passenger risks are written without collision and the remain-
ing 65% of the private passenger with collision. Therefore,
the increase in minimum premium from $7.00 to $8.00 would
aff'eet that small portion of the 35% of risks written without

collision which are written to cover perils other
page 34 r than comprehensive and where the displayed

premiums for such total coverages (excluding
Towing and Labor) are less thRn $8.00.
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(d) Collision Coverage. In our filing it is proposed that
the overall increase in collision rates or premiums will
amount to 9.5% with respect to this coverage for private
passenger automobiles. A portion of this overall increase
arises from the proposal to divide the present Class 2 (which
pertains to male drivers under 25 years of age) into two
classes. The proposed new class will be Class 2A and Class
,2C.Under this division the proposed Class 2A rates will
be the present Class 2 rates increased 8%, and the Class 2C
rates will, be the present Class 2 rates increased about 4070.
The Commissioner recognizes that 'it is the male driver

under 25 years of age who produces a very substantial portion
of losses with rE)spectto private passenger automobiles. As

a consequence of such recognition you established,
page, 35 r some two years ago, for use in writing automobile

, liabili ty" insurance ,exactly the same classification
for whicp we are asking. Under present rates for collision,
Class 2 relates to a situation where" there is a male operator
under 25 years of age resident in the applicant's household
or employed as a chauffeur regardless of whether or not the
automobile is used in the occupation, profession or business
of the applicant or of any other person customarily operating
the automobile." Under the division proposed of Class 2,
Class 2A will similarily apply but the rates under that class
will attach only ,where the male operator under 25 years of
age is not the owner or principal operator of the automobile,
or the male owner or principal operator under 25 years of
age is married. The proposed Class 2C rates also will apply
similarly bU,tonly when the male operator under 25 years of
age is the owner or principal operator 'and is not mar-
ried.

Under existing rates, heretofore approved by
page 36 r the Commission, the base rate for collision in-

, surance for private passenger automobiles is re-
flected by Class 3. This procedure is continued under our
proposal. Present Class 2 rates (those which apply where
there is a male driver under 25 years of age) are, to the
nearest dollar, 11570 of the Class 3 rates. In splitting Class
2, it is proposed to make Class 2A rates 115% of the Class
3 rates, and to make Class 2,0 rates (those applying where
there is a male operator under 25 years of age coming in the
"hot- rod" category) 150% of' the base or Class 3 rates.
Experience shows that it is the m3.le operator under 25
years of age, who is not married and who is the owner or
principal operator of the automobile, who is the worst of-
fender from the standpoint of collision losses. It is at these
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"hot-rodders" that the most substantial increase in collision
rates, as proposed, is directed.
In order that the effect of our proposal may be more clearly

understood we are giving by comparison the prem~
page 37 r ium presently paid and that proposed, for each'

of the several classes, for colliSIon insuranoo
subject to a $50.00 deductible with respect to the three cars
in the popular price range, namely, the 1958 Chevrolet Bel
Air, the 1958 Plymouth Belvedere, and the 1958 Ford Fair-
lane 500., These present and proposed premiums are as
follows:

Class Present
Premium

Class 3 (Base Premium) $74.00
Class 1 (No male driver under 25)"59.00
Class 2-we propose to split into 2

classes 85.00
Class 2A 85.00
Class 2C 85.00
Class 1F (Farmers) 47.00
Class 2AF (That is farmers again

where there is a male operator
under 25 or is married 68.00

Class 2CF-which is still farmers 68.00

Proposed
Premium
$80.00
64.00

Split into Class
2A & 2C
92.00
120.00
45.00

64.00
84.00

It will be seen from this comparison that a reduction in
collision premiums is proposed as to farmers, except wher,e

there is a male operator under 25 years of age
page 38 } and who comes within the "hot-rodde"r" or Class

2C category.
Now, with respect to commercial motor vehicles (that is,

trucks and trailers) which for rating purposes are divided
into those used for local hauling, those used for intermediate
distance hauling, and those used for long distance h~uling,
our proposal in summarized form is as follows:

As to those used for local hauling, we propose a decrease
in rates of 24.9% for coverages other than collision, and for
collision coverage we propose a decrease of 5.9ro which will
produce an overall decrease of 12.0%.
Where the commercial motor vehicle is' used for inter-

mediate distance hauling (which means that the vehicle is
regular or frequently operated beyond a radius of 50' miles
but not beyond a radius of 150 miles of the limits of the
city or town where the vebicleis" principally garaged), we
propose a decrease in rates of 29.1% for coverages other
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than collision, and for collision we propose an
page 39 ( increase of 5.0%, which will produce an overall

decrease of 9.7510.
'Where the commercial motor vehicle is used for long

distance hauling (which means that the vehicle is regularly
or frequently operated beyond a radius of 150 miles of the
limits of the city or town where it is principally garaged),
we propose a decrease in rates of 31.1% for coverages other
than collision, and for collision we propose an increase of
25.0%, which ""villproduce an overall increase of 5.0%.
The changes we propose will have some effect under the

fleet rating plan. According to our calculations such"changes
will bring about an estimated decrease of 14.5% for cover-
ages other than collision, and for collision an estimated
"increase of 5.6%, which will produce an estimated overall de-
crease of 2.8%.
As to types of motor vehicles not previously discussed

.the chang,es we propose will result in an overall decrease
as follows: For public vehicles, other than buses, a de-

crease of 4.6%; for buses, a decrease of 11.6%,
page 40 ( for miscellaneous types, a decrease of 4.5%; and

for miscella.neous coverages, a decrease of 2.1% .
. ,It will be seen from the summary given that our proposal
embodies numerous and substantial decreases in rates, and
that the proposed increases relate almost entirely to Com-
pr.ehensive, which provides coverage as to breakage of wind-
.shields and other glass, and to collision. The glass coverage
and the collision coverage, of course, are the "hot potatoes"
of physical damage automobile insurance, and it is axiomatic
that the classes of coverage from which the frequent and
severe losses come should be the classes called upon to bear
the burden, rate and premium-wise, 'Of those losses. Also
we request a complete revision of the Dealers section of
the manual. This requested revision will produce both in-
creases and decreases in rates and a broadening of coverages.
Such requested revision will be explained as fully as the
Commission mi1Ydesire.

We have been fortunate in that the occasions
page 41 ( have been few when we have found it necessary to

ask the Commission to approve an increase in
rates for any type of insurance. On the other hand the occa-
sions have been numerous when we have filed decreases in
'rates because the experience of the dass or classes involved
showed such decreases to be proper. It is our desire, as we
know it is the desire of the Commission, to keep insurance
rates just as low as possible. The evolution of, the automobile
has been one of the phenominal achievements of AmeTican in-
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dustry, and ownership and use of the automobile to the point
where today the rule rather than the exception is two cars
to every garage, bespeaks the earning and spending abilities
of the American public. ,Ve doubt if anyone thing in such
a short period of time, or perhaps in all time, has become
such a prominent and indispensible part of' the American
way of life as has the automobile.

This prominent and indispensible necessity in
page 42 r American way of life must be protected by insur-

ance. Obviously, the more the public demands in
the way of frills, "wraparound windshields, dual or triple
headlights and tail lights, et cetera, the greater is the prob-
ability of physical damage loss to the ca.r. Insurance can
and will pay for these losses . But when the losses increase
to the point where the insurance companies must expend
more than 100 cents for each premium dollar they take in,
the insuring public should, and no doubt does, recognize
that it collectively must bear such increase in rates or
premiums as may be necessary to permit the insurance com-
panies to come out whole. Procedure of this nature is funda-
mental, and it, too, is a pa.rt of the American way of life.
We propose to show that the changes-that is, both the

decreases and increases-in physical damage automobile in-
surance rates or premiums as set forth in our filing are
proper, and we express the hope that such changes will

have the Commission's approval
page 43 r Mr. Denny: About ten years ago I had the

privilege of beginning to represent this Bureau,
and our first case was an automobile physical damage case,
in which we revamped the rates and rulings. You probably
have forgotten that hearing, Judge Hooker, but I remember
it very well and it lasted four days; I hope w.ecan eliminate
a great deal of routine data in this matter. The first thing
we are confronted with is the "experience." As Mr. Minor
said, that experience which you approved the formula of,
indicated an increase of 6.12%.
Figures have been filed since last November with the

Bureau of Insurance. I have been informed' by Mr. Elliott,
and authorized by him to say, that those figures have been
checked by the gentlemen of the Bureau, all the experience
data and figures, and have applied the formula approved
by the Commission, and they have taken no exception to the
fig-uresprepared by our statistical agent, and your statistical

agent. We can prove to the last fraction of a point
page 44 ~ as to the experience through all these classes and

groups and forms and it comes out 6.12% increase
indicated by the formula.
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I want to state another feature and then pose a question.
The other question proposed, and I read this because I have
read it over with Mr. Harris and Mr. Elliott and I want
to state it as clearly as I can. The other question is the
distribution of this indicated increase to the various classes,
groups and kinds of Automobile Physical Damage Insurance.
Whereas the ,experience data from which the 6.12% increases
is determined, is the experience of all companies writing in
Virginia, the proposed distribution has been prepared on the
basis of the Virginia experience of companies reporting to
the N. A. U.'A., which is approximately 75% of the business
in Virginia. It was on this basis that we proceeded in the
substantial reductions of 1956 and in adjustments of years
immediately prior thereto. It will be of interest to the

Commission to know that we are now working out
page 45 r 'with the Bureau of Insurance a procedure by which

we hope hereafter to be able to propose the dis-
tribution ,of any increases or decreases on the basis of all
Virginia experience.
An immense amount of data in support of the' distribution

has been filed. Much of it, as to be expected, is highly
technical. Yesterday afternoon the Actuaries of N. A. U. A.
sat down with representatives of the Bureau of Insurance
to check and verify the basis and the mathematics of the
proposed distribution. I am informed that no differences
developed. There were one or two matters that could not be
fully verified at that conference. ",Veare furnishing to the
gentlemen of the Bureau of Insurance the data they desire
for that verification. I have no question in my mind on the
furnishing of those underwriting sheets but that that veri-
fication will come out to the penny.
",Vehave this question which I wish to pose to the Com-

mission, and I would pose it by way of a sugg,estion. Insofar
as the indicated increases are concerned, the 6.12%

page 46 r which arises out of the experience and application
you approved in May 1955, I have wondered, un-

less some person here attending the hearing desires that
figure to be established through the testimony of Mr. Frame,
and the auditors, whether we cannot proceed on the basis of
what the N. A. U. A. worked up. That is what the Bureau
has fixed and that is the same kind of procedure we have
on our fire cases. May we have some expression from the
Commission on that~
Commissioner Dillon: First, I would like to ask if there

is anyone here opposing these proposed increases T

Note : No response.
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Commissioner Dillon: What do you think about that, Mr.
Elliott ~
Mr. Elliott: If the Commission please, we hope that we

have succeeded in making the Commission's work somewhat
lighter in this case. That is our aim and object from time

to time in matters where we feel that we are
page 47 ~ capable of doing so.

This isa very voluminous file and covers many
matters and the Bureau of Insurance, Mr. Harris and his
associates, has spent a long time on it, and frankly, we have
had a lot of difficulty with it. I have spent considerable
time on it and I had a lot of difficulty with it, but, by virtue
of this effort, and by virtue of being able to sit down with the
members of the Bureau and the Advisory Organization on
yesterday, I think, with the exception of two matters that
Mr. Denny referred to, it may be stated to the Commission
that, on the basis of the filing, we believe that the filing
is justified and the Commission would be fully justified with
the exception of certain small matters with respect to rules
that I ,vill ask the witness about, in accepting the filing.
Heretofore, we have had discussions and discussions about

this matter that Mr. Denny is talkinj:!;about in the preparation
of this Memorandum. The Bureau of Insurance

page 48 ~ was under the impression that one understanding
had been reached and the Rating Bureau another

understanding had been reached,' and we come here today
with this matter and the distribution is based on the
N. A. U. A. experience. Prior experience has been made
on that basis and I don't think it fair to change the rules
in the middle of the game, but I wanted stated on the record
that there must her,eafter be no misunderstanding about this,
and there must be in any further rates filing, a distribution
made on all Virginia experience. How that is to be gathered
and how the details will be taken care of in that Memorandum
is something that I don't think we should be concerned with
now but I do want this record very clear as to what should
be filed in the Memorandum, and I want to say on this record
that I want it all in and want it in the way the Insurance
Department can process it, and I feel ,ve will have no
difficulty getting that and that a Memorandum can be worked
out, and it must be worked out, and with that statement, so

, far as the Bureau of Insurance is concerned, I am
page 49 ~ willing to accept the filing' as made with the ex-

ceptions of certain rule changes to which I have
referred.
Mr. Denny: With regard to Mr. Elliott's requirement that

distribution be on all Virginia experience, I think I under-



Va. Association of Ins. Agents v. Commonwealth of Va. 31

stand that perfectly. As soon as this is over, I will send a
letter to Mr. Harris, sending a copy to Mr. Parker and Mr.
Elliott, r,equesting that he advise us exactly what data he
would like to have hereafter and the form of it in support
of the distribution, and I will send his reply on to the
N. A. U. A. If there be any technical data about which
they' would like to confer, they will-come down and confer
with Mr. Harris and they will work it out with Mr. Harris,
so we will have no misunderstanding hereafter.
That part of it, as Mr. Elliott has said, we have here today

the kind of data which we heretofore have presented, and it
has been all based so far as experience is concerned, on
N. A. U. A. data, which is 750/0 of the State and typical, we

believe, of the b\llance of the State.
page 50 r In the light of what Mr. Elliott has said, may I

ask how far the Commission wants us to go on
the 6.12% indicated increase ~
MI'. Elliott: As well as the distribution.
Mr. Denny: I was going to ask that next.
Commissioner Dilloil: Mr. Elliott, would you not like

to put some witnesses on the stand to bring out some points
which have been discussed ~
Mr. Elliott: Do you mean the rules?
Commissioner Dillon: Yes.
Mr. Elliott: 'Whoever they choose to present the Rules

to the Commission, I want to cross examine him on some
of them. .
Mr. Denny: Then, as I understand it, it is under these

three factors, or these three matters, the justification for
the increase, next the distribution and ,third the rules. I
know no way of shortening the information about the rules.
Mr. Elliott: I am willing to stipulate on the record as. to

points one and two' bnt the Bureau of Insurance has.
examined the filing and finds it reasonable and just

page 51 ( and is willing to recommend to the Commission
that that be accepted as filed and that the filing

be approved by them in that respect.
Chainmm Hooker: You want them filed through a witness,

do vou not~
Mr. Elliott: I think they may be received as paTt of the

record.
Commissioner Dillon: They will be received as part of the

record.
Mr. Dennv: I understood that they were received as a

part of the record?
Commissioner Dillon : Yes.
Mr. Minor: That is in the filing.
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M. P. Anstey.

Commissioner Dillon: Put your witn~ss on as to the
rules.
Mr. Denny: We would like fora moment to discuss with

Mr. Frame as to who should go on. ,
Mr. Elliott: Suppose we take a short adjournment.
Commissioner Dillon: 10 :45 A. M. The Commission will

. recess for fiv:eminutes.

page 52 r M. P. ANSTEY,
a witness introduced on behalf of Applicant, being

first duly sworn, _testified as follows:

DIRECT EXAMINATION.

By Mr. Minor:
Q. Will. you give the Court Reporter your full name and

your address 1 .
A. Milton P. Anstey, 150 Nassau Street, New York, New

York.
Q. With whom are you associated or employed 1
A. I am employed by the National Automobile Under-

writers Association.
Q. "That is your position 1
A. I am Assistant to the Manager.
Q. Are you familiar with the rules that have been filed

in this filing which we have under consideration today?
A. Yes, sir.
Q. I hand you a rather bulky package. Is that a copy

of the rules which actually embodies the rules and
page 53 r rates1

. A. Yes.
Q. mich constitute the new manual and constitute all

changes in rules and regulations contemplated in our filing?
A. Yes.
Q. Does that include the transmission made to the Bureau

of Insurance on April 14th1
A. No, sir, it does not.

Mr. Elliott: "That that is, Mr. Minor, is that certain mis-
cellaneous changes have been made from time to time by
an administrative order or otherwise and the purpose of the
, April 14th, 1958 :filing is to correct the original document
that he filed to bring it up to date to take care of those
changes that have been made with the approval of the Bureau
of Insurance; is that correct, Mr. Anstey'
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A. I believe that is correct.

Mr. Minor: Thank you, Mr. Elliott.

Mr. Minor:
Q. Does that include the proposed. reVISIOnof

the dealer's section1 I think it does not, wait
page 54 ~ just a minute-here it is. Those documents are

in the filing?
A. Yes, sir.

Mr. Elliott: Perhaps for purposes of the record the thre,e
documents referred to should be considered as one document
and received in evidence as Exhibit No. 1. I r,ealize the
filing is in the record but I think it should be received as
Exhibit No. t
Commissioner Dillon: It will be received as Exhibit No.

1.

CROSS EXAMINATION.

By Mr: Elliott:
Q. Will you turn to Rule 11 which is "Term and Can-

cellation Rules"on Page 4 and 5. Do you have that?
A. Yes, sir.
Q. As I understand it is proposed that "in the event of a

total or constructive total loss under any Physical Damage
Coverage, return premiums shall be made upon pro rata

from the day following the date of accident, can-
pag,e 55 ~ cellation may be made provided it is requested by

the insured within ten days following such loss";
is that correct?
A. No, sir.
Q. What is correct?
A. 'Within thirty days.
Q. I mean thirty days; is that right?
A. Yes.
Q. That is considerably more restrictive than the present

rule; is that not right?
A. Yes, sir; if I may explain for a moment. There is also

an additional change proposed-
Q. First, let's clear what we are talking about here. What

is the present rule 1 .
A. The present rule has no provisions, for time limit at

the request of the insured.
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Q. ,iVill you read the present rule into the record.
A. " Upon payment of a total or constructive total loss

under any Physical Damage Coverage, return premiQ-mshall
be made pro rata, for all physical damage premiums, in-

cluding the premium for the coverage under which:
page 56 r the total loss was paid, for the automobile (s)

involved in such loss.
In applying this rule, the premium for .each year or por-

tion thereof of the policy term shall be considered sepa-
rately."

Q. The effect of the proposed change is to require that
there must be a 'request by the insured within thirty days
following the date of the loss; is that correct 1
A. Yes, sir.
Q. Is it not possible, and does it not happen, that a car

may be stolen in January and not recovered until March or
June or some other time 1
A. Yes, that is possible.
Q. And the date of the loss would be when the car was

stolen 1
A. Yes.
Q. SO that the insured in that case could not take ad-

vantage of that rule unless within thirty days from the time
his car is stolen 'when he does not know whether he will

ever recover it or not. He is required to give
page 57 r notice, although he has not established a loss or

anything 'else1
A. I don't believe it will operate just that way.
Q. Tell me just how it will operate.
A. In the case of a total theft, statistics reveal that

automobiles are usually recovered within the first forty-eight
hours after the theft.

Q. You say "usually recovered"; you are' talking llbout
the majority1
A. Sixty-five per cent are recovered within forty-eight

hours.
Q. How about the other thirty-five per cent 1
A. ,iVith respect to the other thirty-five 'per cent, a small

percentage is usually recovered in varying lengths of time,
others are never recover.ed. As I understand, most insureds,
upon report of a theft would be required to furnish a. proof
of loss within sixty da.ys after the theft, consequently, an
a.utomobile recovered three or four months after the theft
would be reported.
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Q. They had sixty days to file proof of loss,
page 58 r but had only thirty days to avail themselves of

that rule; is that not right~ It says that right
here.

Note: 'Witness did not answer.

Mr. Elliott: I think this rule is utterly UlTworkableon its
face.
Commissioner Catterall: ,iVhat is the present practice

when you find a total loss when they pay the pr,emium rate-
do they return a part of the premium with it ~

A. I'm afraid I do not know 'what the companies do
since the change.
Q. But, according to the reading of the rule, the insured

does not have to hav.e any pa.yment back~
.A. The present rule is silent on that point that the in-
sured ask for a return premium.
Q. Do not the statistics sho,v that ninety-five per cent of

the people don't know that he has to ask for it ~
A. I am sure that is correct.

Q. SO if he does not get it automatically he
page 59 r would not recover at all ~

A. As I say, I don't know the procedure of all
of the companies: ..

Commissioner Dillon: Do you want to be heard on that,
Mr. Minor~ .
Mr. Minor: I am trying to get Mr. rrame's opinion on

it.
M,r. Frame: It was put in there on the Country-wide

basis, and I think the proviso should be eliminated.
Mr. Elliott: Leave the rule like it was.
Mr. Minor: Eliminate the proviso and take out the thirty

days .
.Mr. Elliott: Leave it like it was and we have a rule

that we are all familiar with.
Mr. Minor: We ask that the 'Commission do that.
COlnmissioner Dillon : We will disapprove this change.
Mr. Minor : Perhaps what Mr. Frame has said is correct

'but in view of the fact that we are denying th~ .
page BO r companies one little piece of gravy, this other may

be eliminated ~ ,..... .
,!' Mr: Elliott: 'iVe are 'siltisfiedwiththe 'old rule.
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Mr. Elliott:
Q.Turn to Rule 28, Page 12. It is propos:ed to insert a

new rule providing for a fifty dollar deductible coverage for
private passenger automobiles. That is the rule Mr. Minor
referred to in his opening statement ~
A. That is correct.
Q. Can you tell me what is the relativity of the rates 'for

this coverage to the present full comprehensive coverage,
and how was this determined ~ . .
A. I believe that is an actuarial question.

Mr; Denny: Let's get the Actuary on the stand.

Note: This witness stood aside for the moment.

page 61 ~ . DANIEL P. FRAME,
a witness introduced on behalf of Petitioners, be-

ing first duly sworn, testified as follows:

DIRECT EXAMINATION.

By Mr. Minor:
Q. Give the reporter your name, please.
A. Daniel P. Frame.

CROSS EXAMINATION.

By Mr. Elliott:
Q. You are the Actuary who has done the actuarial work.

on this filing; are you not~
A. Not completely, but most of it.
Q. It was done under your supervision and direction T
A. It was done under my supervision and direction and

under the direction of the General Actuary of the Asso-
ciation.
Q. Are you familiar with Rule 28; Comprehensive Policy,

Page 12~
A. Yes, sir.

Q. I believe as stated to the prior witness, it is
page 62 ~ proposed to insert the new rule for the fifty

dollar deductible Private Automobile Coverage T
A. Yes, sir. .
Q. What is the relativity of this coverage to the present

full comprehensiv:e coverage ~
A. I would have to make a calculation of that smce we
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are proposing an increase in the full coverage comprehensive,
and the rates proposed for the newly Fifty-dollar Deductible
Comprehensive are related to the new rates.
Q. 'Will you file as an exhibit, known as "Exhibit NO.2"

giving us full information with respect to the relativity of
the rates under this coverage to the present Full Compre-
hensive. Coverage, and how that .rate was determined ~
A. Y'es, sir.

Mr. E1liott: May Exhibit 2 be reserved for thaU
Commissioner Dillon: Exhibit 2 will be reserved for that

exhibit.

A. I can give you an approximation now.

classes.
Class 3~
A. That is correct.
Q. It is proposed to divide Class 2 into two Classes, Class

2-A and Class 2-C~
A. That is right.

Mr. Elliott:
page 63 r Q. I don't want an approximation but I want

the exhibit to check to find out how it was done.
Now, Mr. Frame, I don't know whether this is your ques-

tion or somebody ,else's, but we will start out with you.
Rule 28-A "Private Passenger Automobile Collision Classi-
fications," Page 12-A. Have you got thaU
A. Yes, sir. .
Q. At the present time, there are three private passenger

collision classifications ~
A. That is corr,ect, excepting the farmers' classification

which may be considered as part of those.
Q. There a.re three main classifications ~
A. Yes, sir.
Q. The present Class 3 is the automobile used for business

purposes, and is taken as a basis for rating the other two
classes; is that correct ~
A. It is the basis of expression of the relative rates

proposed by classes by which-I mean we can it one hun-
dred per cent.
Q. You can it " Unity" and then depart from unity as to

the other two classes ~
pag,e 64 r A. That is correct.

Q. Class 1 is eighty per cent of the other two
Class 2 is one hundred. and fifteen per cent of
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Q. Class 2-A is the male 'operator under twenty-five years
of age, business and non-business, in summary.
A. It is the under-age operator but not the owner.
Q. I don't mean the insured but that is correct, is it

not~ -
A. Yes.
Q. Class 2-A is the male operator, who is not the principal

operator who is married; is that a fair summation ~
A. That is a correct statement.

Commissioner Catterall: He is not the owner ~
page 65 r Mr. Elliott: That is correct, he is not tbe

owner nor principal operator.

Mr. Elliott:
Q. The relativity in this instance, Class 2-A, is that they

remain at the present Class 2, so fat as this percentage of
Class 3 is cOllcerned~
A. Your understanding is correct.
Q. Under your new Class 2-A, in summary, it is the male

operator urider twenty-fivie whQ is the -principal operator
and not married ~
A. Yes.
Q. And this Class'is to be rated atone hundred and fifty

per cent of Class 3~
A. That is correct.
Q. This ne,\' Class 2-C will come out of the present Class

2~
A. That is correct.
Q. And in calculating the rate of the 'one hundred and fifty

per cent for the male operator unmarried, who is the OI\'ner
or principal operator of the automobile, have yon

page 66 r given credit in your determination of the rate for
Class 2-A, the bad statistics which Mr. Minor

dwelt on which we are pulling out of that class and putting
in this new class ~ - ..
A. I believe so.
Q. How did you do thaH .Can you give us some informa-

,tion about that ~
A. A part of the data included in the filing was an exhibit

of Private Passienger Fifty dollar Deductible Collision for
three years Country-wide in which were separately displayed
:thE(losses per car insurBd.

Q. The loss cost ~
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A. Yes, for the Classes 1, 2 and 3, which are the principal
existing Classes in Virginia.
In our analysis of that experience it was indicated to us

that relative to the two Classes, the existing Class 2, "which
embraces Class 2-A and Class 2-C, was not contributing its
relative share to the rate. That left us with the question
of proposing parallel increases for all present Class 2, or

considering ancillary information with regard to
page 67 r automobile liability, and establishing a division of

the Class into two parts so that we might come
as close as possible in putting the burden upon the driver
who drove it.
Q. Is that the consideration contained on the paper I

show you~
A. Yes.
Q. ,V"illyou file that as Exhibit 3~

Commissioner Dillon : That will be received as Exhibit No.
3.

1vrr.Elliott:
Q. And we leave that and we will go to Rule 45 "Rating

of Deductible F'orms of Collision for which no Pr,emiums
are Shown," Page 34-A. Do you have that, sid
A. I have it, Mr. Elliott,
Q. The present method of computing twenty-five dollar

deductible Collision" Coverage on comnlercial vehicles is to
charge one hundr,ed and fifty per cent of the fifty dollar
deductible premiums; js that correct ~
A. Yes, sir.

Q. As I understand it, it is proposed to increase
page 68 r that choice to one hundred and sixty per cent

of the deductible collision premiums for the
twenty-five dollar deductible ~
A. That is correct.
Q. Can you tell us how that change from a hundred and

fifty per cent to a hundred and sixty per cent was developed
or determined ~
A. It was proposed for the reason of being uniform in

the Virginia Manual as to private passenger and commercial
'local under which the same relativity of twenty-five dollar
deductible, which is an infrequently-used coverage, to the
fifty dollar deductible, 'which is the predominantly used'
coverage, and must be used as a basis for setting levels.
Q. I want to know what is the justification for changing
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this from a hundred and fifty to a hundred and sixty per
cent ~ Is there any justification except the uniformityY
A. The statistical justification would have to go outside

the State of Virginia because of the small coverage in one
state. In regard to that we thought the one hun-

page 69 r dred and sixty per cent in use on private pas-
senger cars was the amount that it should be.

Q. Would you develop an exhibit which will be Exhibit
4, to show the proposed justification of that increase from a
hundred and fifty tD a hundred and sixty per cent ~

Commissioner Dillon: Exhibit No. 4 will be reserved for
the statement.

Mr. Elliott:
Q. Will you turn to Rule 123, "TDwing and Labor CDStS,"

Page 65; do you have that Y
A. Yes, sir. '
Q. As I understand it, by this rule it is propDsed to in-

crease this from one dollar per automobile' to two dollars
and a half per automobile Y
A. Yes, sir. The sheet I hav,e with that page from the

exhibit of that filing is marked in red ink tD show the sub-
stitution of two dollars and a half for that plan.
Q. In our statistical finding, we don't find any justification

fDr this charge. Do you have any justification
page 70 r for it Y

A. That change cannot be specifically justified
on experience because it is proposed on a different coverage
than existed, so that the experience developed under the
existing coverage as the measure of rate need for the pro-
posed to be 'revised coverage would not be correct.
Q. ,iVhat does the indicatiDn under the existing cov,erage

show it to beY .
A. That is various and that would vary in differ,ent juris-

dictions, and here again the proposal was to establish
Country~wide a towing and labor cost coverage more in tune
with modern circumstances. The present coverage provides a
ten dollar liability for each accident. That has been in
existence for quite a number of years, and it was our recol-
lection that in a very few instances could we get a car
to\ved for ten dollars, and we propose to make it twenty-
five dollars and that the charge therefor should be increased
proportionately.
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Q. I show you the motor vehicle experience for the year
1956, and ask you if it does not indicate that the

page 71 r towing service charge loss ratio for that year was
10%1

A. That is correct.

By Mr. Minor:
Q. Mr. Frame, in view of the fact that you have nothing

to substantiate this and you did it on a basis of uniformity
naturally, that is your reason for doing so1
A. Yes.
Q. Would it not be advisable, as far as Virginia is con-

cerned, to simply withdraw that portion of your filing~
A. I can't testify factually as to that because I am one

of the hired help.

Mr. Minor: The Virginia Insurance Rating Bureau is
making the filing, and as representative of the Virginia In-
surance Bureau, feeling, in view of Mr. Frame's testimony
_that he does not have the statistics, it is not the purpose of
the Insurance Rating Bureau to bring over here something
that cannot be substantiated and we will withdraw it.

Commissioner Catterall: His testimony is that
page 72 r the one dollar is too high.

Mr. Minor: That is the previous rule.
Commissioner Dillon: The request for change of Rule

123 will be denied. Go ahead, Mr. Elliott.

Mr. Elliott:
Q. Mr. Frame, will you refer to the de'aler's automobile

section 1
A. All right, I have that.
Q. Rule 96 ~'Form 'A' and Form 'B', Blanket Coverage

Theft Rates," Page 53; do you have that~
A. Yes.
Q. Do you have before you what the pr,esent rates per

hundred dollars of insurance are for Forms A and B?
A. Yes. Rule 96 shows in the present manual the present

rates for "Annual Blanket Theft Rates per One Hundr,ed
Dollars of Insurance."
Q. The per one hundred dollars of insurance is as follows:

"Form 'A' Total of Values Reported Ea.ch Month. Form
'H' Total of Limits of Liability." The first

page 73 r fifteen thousand dollars and under, fifty cents?
A. That is corr,ect.
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Q. From fifteen thousand and one dollars to fifty thousand
dollars it is twenty-five cents; and from fifty thousand and
one clollars to one hnndred thousand dollars it is ten cents,
and over one hundred thousand dollars it is five cents; is that
correct~
A. That is correct.
Q. These are propos,eel to be changed to: the first fifty

tbousand dollars and under is to be thirty-five cents ~
A. That is correct.
Q. And from fifty thousand and one dollars to one hun-

dred thousand dollars is to be ten cents ~
A. That is correct.
Q. And over one hundred thousand dollars IS to be five

cents ~
A. Y;es, sir.
Q. SO that under the proposed rate all of the first fifty

thousand dollars and under is to be calculated at thirty-five
cents ~

page 74 ( A. Yes, sir.
Q'. Under the old law you would ealculate fifteen

thousand of the first fifty thousand at fiftv cents and from
fifteen thousand and one'to fifty thousand dollars at- twenty-
five cents~
A. Yes.
Q. SO this new make-up apparently results in some in-

cteases in rates and some decreases in all the hrackets~
A. Yes, in all brackets in the Rule, yes.
Q. Can you tell us where would be the breaking point be-

tween those taking reductions and those taking increases 7 '.
A. That would be between thirty-eight thousand and thirty-

nine thousand dollars of reported valUe 'would be the breaking
point, below which the proposed rates would develop a lower
premium, and beyond which the proposed rates would develop
a higher premium.
Q. SO anyone buying forty thousand dollaTs of insurance

would pay a higher rate under the proposal ~
page 75 ( A. Yes.

Q. And anybody buying under thirty-five thou-
sand dollars would get a slight reduction ~
A. That is right.
Q. Are there any 'Other points in this rate structure where

there would be l"eductions and increa:sesat breaking points ~
A. Not in respect to the Dealer's Blanket' Theft Policy,

there would ,not be.
Q. ,iVillyou turn now to Rule 99, formerly Rule 100, Page
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54 "Annual Blanket Collision Rates per $100 of Insur-
ance."
A. I have that, sir.
Q. The same grouping of limits of liability is proposed in

this instance; is that not correct ~
A. Yes.
Q. \iVhere would the breaking point of those obtaining re-

ductions and those obtaining increases, where would that be,
would it be at the same points ~
A. No, sir. As respects Blanket Collision Rates, there

would be two breaking points.
page 76 r Q. Would you give those to us, please.

A. Up to a limit of liability of fifty thousand
dollars, the proposed rates produced lower premiums. Be-
tween fifty thousand and approximately one hundred and
ten thousand dollars the proposed rates 'would produce
slightly higher rates. ]1'rom one hundred and ten thousand
dollars and higher, the proposal results in reductions.
Q. How do you think these proposals are going to affect

the dealers, are they going to be adverse to the small dealer
or not?
A. No, I would not expect that they would be adverse

to the small dealer in that both the collision and theft r,e-
ductions result generally on the dealer with the smaller range
of reported values. It is difficult to attempt even an ,estima-
tion of the aggregate effect since we have no reliable data
as to what would be the average value of stock reported by
the average dealer, or how many there might be with a small
limit of liability, and how many with a very large amount
of liability.

Q. Now, Mr. Frame, will you turn to proposed
page 77 r Rule 100, "Named Driver-Collision Cov,erage";

do you have that ~
A. I have that, sir.
Q. In substance, the proposed rule projects that the prem-

iums applicable are those for the high valued automobile
sold or handled by the dealer ~
A. That is the proposal in the rule proposed.
Q. It is my understanding that, if a dealer handles one

high priced automobile, his whole rate structure would be
determined on the basis of his handling that one automobile;
is that correct ~
A. That is not my understanding of it. ,
Q. \iVhat is your understanding of how this rule operates ~
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A. It was intended to denne the characteristics of the
dealership, the way of operation of a rating criteria.

Q. Would it not be more accurate to arrive at the average
value of the cars handled by the dea1er7 If he handles a

few delux,e models and the rest are standard
page 78 ~ models, are you going to rate it on the deluxe

models, disregarding the other equipment 7

Commissioner Catterall: If he has one Rolls Royce
and one hundred seco,nd-hand Fords, the premium would be
based on the Rolls Royce7

A. No, sir, that is not my understanding.

Mr. Elliott: That is what the Rule says.

Mr. Minor:
Q. I think this is something initiated here for the first

time. Is that right, Mr. Frame 7
A. Yes.

Mr. Minor: In discussion of this with Mr. Anstey on
y'esterday it was his understanding and mine that we make
a further study, and if it be agreeable with Mr. Elliott that
it would be advisable for the National Underwriters Ex-
perience Examiner to come down and confer about it he will
do so.
Mr. Elliott: That is satisfactory but in the meantime

I think the Rule should be held in abeyance. .
Commissioner Dillon: Rule 100 will be held

page 79 ~ in abeyance until the further study is completed.

Mr. Elliott:
Q. Now turn to Rule 102 "Drive-Away Collision Cover-

age, " Page 55. .
A. Yes, sir, I have it.
Q. Under the pr,esent Blanket Forms "A" and "B," this

coverag-e is afforded automatically, as I understand it 1
A. Mr. Elliott, I think for discussion of the details of the

provision of the dealer's program, it would be of greater
assistance to the Commission that I asked Mr. Anstey to
discuss that.

Mr. Elliott: All right.

Witness stood aside.
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resummg the stand for Cross Examination testi-

fied as follows:

By Mr. Elliott:
Q. This Rule 102, "Drive-Away Collision Coverage," Page

55, under the present Blanket Forms "A" and "B," this
coverage is afforded automatically, is that correct ~
A. Yes, sir.
Q. It is now proposed to limit "Drive-Away Collision

Coverage" to not more than twenty-five miles~
A. Yes.
Q. And if coverage beyond twenty-five miles is desired,

it must be specifically purchased; is that correct ~
A. Yes.
Q. Why was this change proposed 7
A. The change is proposed, as I understand it, because,

to a gr,eat degree, "Drive-Away Operations" cover large
distances. If I might use as an example, from

page 81 ~ Detroit to Richmond, it has always been a prin-
cipal that long haul operations are specifically

rated. The function of a dealer to drive automobiles from a
manufacturing plant, say in Detroit, to his dealership is, in
our opinion, a unique operation, and as such, should be specifi-
cally rated as such.
Q. How long have you been affording that automatically

under Forms "A" and "B"~ .
A. I cannot answer categorically. I believe it was always

afforded.
Q. Did you have some adverse experience to lead you to

believe that it should be specifically covered, or what is
your reason for iU
A. To the best of my knowledge, the activity of driving

automobiles from the manufacturing plant to a dealer's
show room is one of recent vintage, and as I understand,
there have been s>everal severe losses sustained by the
dealers from driving new automobiles to their show room.
Q. You say that practice is "of recent vintage." I

remember my brother doing it in 1916 going to
page 82 ~ Detroit and bringing them down to North Caro-

lina, so that isn't so recent ~
A. I suppose not.

Q. How did you arrive at the premium for this proposed
coveragef
A. The premium was arrived at on the basis of twenty-five

miles or less are covered automatically. The present Vir-
ginia rates contain a rate applicable to specific' ,Drive-Away
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Risks." Inasmuch as it is proposed to continue to provide
coverage under Forms "A" and "B," coverage of twenty-
five miles or less, it was f,elt that the charge 'Of fifty per cent
of the rates which are presently in effect for" Drive-Away
Exposures" would be adequate.

Q. Your sole basis for determining this rate is as stated 1
A. Y'es.
Q. Now, will you turn to Rule 103-" Dealer's Supple-

mental Coverage."
A. I have it, sir.
Q. The effect of this rule is to increase the present charge

for Combined Additional Coverage from fifteen
page 83 ( cents to twenty cents when written without Malic-

ious Mischief and Vandalism, and from twenty
cents to twenty-five cents when written with Malicious Mis-
chief and Vandalism 1

A. Yes.
Q. How can that be done and how was it justifi,ed1
A.. That might well be under an actuai"ial question .which

I had better let Mr. Frame answer.
Q. All right, let's have him answer it.
A. Possibly I could explain that the underlying under-

writing thing in this Rule, at the present time I believe that
the miscellaneous coverages which are applicable in the
Miscellaneous Section of the Manual are available to the
dealer. Specifically the balance are Windstorm, Hail, Earth-
quake, Explosion, Riot or Civil Commotion, with or without
Malicious Mischief or Vanda)ism.

Oommissioner Catterall: Did you ever have a riot without.
malicious mischief 1

A. I don't know, SIr.

Mr. Minor:
Q. Have you finished your answer 1

page 84 r A. No. It is now proposed to make these as
individua.l coverag,es unavailable to dealers, and

to make only the "Dealer's Supplemental Coverage" avail-
able, which is a combination of all of these coverages. Ex-
perience has developed that dealers with a high concentrated
business buy this insurance only. at a time when threatened
by high flood and windstorm, and in order to more adequately
spread 'Out the coverag.e, it is felt that the entire peril on
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all of this should be put together as one coverage as a
unit.

Mr. Elliott:
Q. Do you think that justifies the increase in rate that you

are proposing, or do you have any justification for that ~
A. The basis for the proposed increas;8 in rate is on the

assumption that, making only the "Dealer's Supplemental
Coverage" the only coverage available, a greater preponder-
ance of losses will be reported than the present experience
wonld indicate.

Commissioner Catterall: In that package you described is
there anything but flood that could not possibly happen to
any dealer~

page 85 r A. I beg your pardon ~
Q. In the package you describe there, is there

any coverage except Flood that could not happen to any
dealed I am pointing out you could not be injured by a
flood on Broad Street, so the dealer on Broad Street, the
flood portion would not be applicable to him; so he 'would
be paying for something he would not get ~
A. The present flood premium in Virginia is five cents per

hundred dollars.

Mr. Elliott:
Q. You hav,e had a very favorable experience on Fire,

Flood and' Theft on Dealer's Risk in Virginia, have you
not~
A. Yes.
Q. And in 1956 the loss ratio there only amounted to

10.4%; isn't that correct~

A. I believe that is correct.

'Witness stood aside.

Mr. Flory: I would like to ask a question of the Actuary
if I mav.

page 86 r Comn;issioner Dillon: All right, Mr. Frame.

DANIEL P. FRAME,
resuming the stand for further cross examination testified
as follows:
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Dani'el P. Frame.

By Mr. Flory:
Q. Mr. Elliott asked you about the percentage from your

basic and he elicited the information that Class 1 is eighty
per cent of Class 3~
A. Yes.
Q. Is it true that presently Class I-F is Class 1, less twenty

per cent~
A. That is the correct rating basis.
Q. And Class 2-F is Class 2 less twenty per cent ~
A. That is the present rating basis.
Q. As I understand, the proposed rate you are charging

under discount ~
A. Yes.
Q. And that means you have for Class I-F Class 1 less

thirty per cenH
A. Yes.

page 87 r Q. And Class 2-AF' and 2-CF respectively rates.
less thirty percent?

A. They are thirty per cent less than Class Non-Fleet
Cars.
Q. Is this increase in discount based on Virginia ex-

perience? It isn't, is it~
A. No, the Classification Plan in Virginia, which provided

for the establishment of Farmers Classes, was instituted too
reoently to develop any experience during the .experience
presently under review for use in evaluating that Class
in Virginia.
Q. ,Vhat justification do you have for the increase to

farmers of thirty per cent ~. .
A. In the states where N. A. U. A. is the Rating Organiza-

tion, we hav'e proposed everywhere a uniform set of rates
between these Collision Classes there, based on limited auto-
mobile physical damage experience for farmers, and more
extensive automobile liabilities made available to us, in a
movement towards uniformity with automobile liability. We

have j'ecommended wherever we, as the Rating
page 88 r Organization, or a Rate Advisory Organization, a

change from the twenty per oent discount for the
Farmers Class to thirty percent.
Q. Are you aware that there is no thirty per cent for

liability in Virginia, only twenty per cent~
A. I could not testify as to actual knowledge as to what

-the existing liabilities are.
Q. You do not have the statistics to justify separately

to the various classes, by that I mean you have no specific
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Dal1'ti'el P. Frame.

statistics to justify that thirty per cent on 1-F as compared
to the thirty' per cent on CF~
A. No, the Farmers' Classifications on auto physical dam-

ages wem more recently created than on liability, and there
are quite a number of changes in the classification, and the
relative rating. Consequently, the experience we have be,en
developing under the Plan is not such that we could compare
the discount earned by farmers on Class 1 as compared to
discount earned from farmers an Class 2, and therefare, the

absence of any experience to the contrary, and
page 89 ~ pending data which will provide suitable justifi-

cation for such rate change, we are establishing,
wherever we are recammending filings on the Classification
Plan, the thirty per cent discount for farmers. .
Q. I believe yau testified that you, in your judgment, used

the ,experience or the liability of insurance, and that had
gone to thirty per cent. Did you use it in making your
rate recommendatian ~
A. Nat specifically. Under this rate recommendation, it

was part of the information made available to us, which was
used in the general program as I hav,e related. .
Q. Do you recall the Virginia experience on Automobile

Liability in Farmers' Classifications ~
A. No, I don't recall ever seeing the Virginia experi,ence

on Automobile Liability Classification.
Q. I will ask you one other question. You represent

N. A. U. A.~
A. Yes.
Q. N. A. U. A. represents 'what portion of the Virginia

Farmers' experience ~ .
page 90 ~ A. Since I do not know what the premium

volume developed on farmers classes by all com-
panies in Virginia is, I am unable to give you a calculation of
what percentage the N. A. U. A. statistical informati'On con-
stitutes that ..
Q. Can you give the Commission the exact volume of the

N. A. U. A. experience in Virginia for 1955-1956~
A. Are you asking that for farmers ~
Q. Yes.
A. They were established in Virginia in 1956, so that

we have less than a full year's experi<ence an even a written
basis 'On those classifications.
Q. This prompts one more question. As the Actuary of

N. A. U. A., you testified that farmers had no discount until
1956, at which time twenty percent was recommended, and
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without any statistics, you are proposing a thirty per cent
discount at this time. Isn't that what you said?
A. I do not think that is correct. I did not say without

any statistics but without any Virginia experience developed
on the specific farmers classification.

page 91 r Mr. Milior:
Q. Do you think the farmers will object to it?

Mr. Flory: Probably not but-
Mr. Minor: I think that is a case for the Virginia .In-

surance Rating Bureau.
Mr. King: I would like to ask one question.
Commissioner Dillon: Go ahead.

Mr. King:
Q. You were asked quite a few questions by Mr. Elliott

concerning various rules, two of which I was interested in,
Rule 11 and Rule 100. Rule 11 has been "withdrawn en-
tirely?
A. Yes.
Q. And Rule 100 the prOVISIOnsof that ar,e a brand new

coverage; am I correct in that?
A. The proposed "Name Driver" is a brand new cover-

age.
Q. You were asked this question, I believe by Judge

Catterall, the way the Rule is proposed, I under-
page 92 r stand that is subject to revision and will not be

stressed at this time, but the way that is worded,
the man that .sold one Rolls Royce and one hundred Fords,
would be rated on the basis of his one Rolls Royce, and you
stated" that you thought that that was not the intention of he
Rule. Let's suppose you had an agent who walks into the
officeof a used car dealer and Rule 100 as presently written
is in effect, and he wants to sell to the deaLer a new contract
of insurance "whichwould put him under Rule 100. Do you
follow me up to this point?
A. Yes. ""

" Q. And he is questioning- the dealer in order to form the
basis for the rate. '",iVould his questions be based on vvhat
the dealer had sold in the prior year or what he intended to
sell"in the coming year, the Rule does not state that? "
A. Quite frankly, I am somewhat ambiguous myself as to

what was the intent of the Rule.
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Q. Don't you think that that should be made clear as to
whether it is made on projected 'Or old sales ~

page 93 r Mr. Minor: We have held that in abeyance.
Mr. King: Yes, but I want to bring that to the

Commission's attention.

A. I think that the matter should be made clear.

Witness stood aside.

Commissioner Dillon: The Commission will take this mat-
ter under advisement ..

page 94 r COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RICHMOND, JUNE.2, 1958.

APPLICATION OF

VIRGINIA INSURANCE RATING BUREAU

For approval of amendments to the manual 'Ofclassifications,
rules and rates, and rating plans and modifications thereof
for writing automobile physical damag,e insurance.

CASE NO. 13801.

THE APPLICATION herein was heard by the Commission
on April 24, 1958 and taken under advisement, it appearing
that the notice to the public required to be published by the
order of March 31, 1958 had been published as required by
said order. The applicant was represented by Collins Denny,
Jr. and Claude D. Minor; its counsel, the Virginia Association
of Insurance Agents by ",Villiam H. King, its counsel, the
Farm Bureau Mutual Insurance Company by Alden E. Flory,
its counsel, and the Commission by its counsel. .

ON MAY 1, 1958 came again the applicant by letter of that
date and filed Exhibits 2 and 4 as permitted by the Commis-
sion at the hearing on April 24, 1958, and amended its ap-
plication herein so as to withdraw proposed Rule 100 in the
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Deal'er's Automobile' section. of the manual, entitled:
" 'Named Dr,:i)ver'-Oollision Coverage."

NOW ON THIS DAY the Commission having fully and
maturely considered the application herein is of the opinion
and finds that the amendments to the manual ofclassifica-
tions, rules and rates, and rating plans and modifications
ther1eof for writing automobile physical damage insurance
filed in this proceeding by the orders of February 26, 1958
and March 31, 1958 as amended by the applicant by its letter
of May 1, 1958 except:

(1) The proposal of the applicant to amend that part of
Rule 11 of the manual reading as follows:

"Total or Constructivle Total Loss
"Upon payment of a total or constructive total loss under

any Physical Damage Coverage, return premium shall be
made p'TOrata from the day following. the' date of accident (if
a total theft, the day following the date of theft) resulting
.in such loss for all physical damagle premiums including the

premium for the coverage under which the loss
page 95 ~ was paid, for the automobiles (s) involved in such

los's, provided cancelation is requested by the in-
sured within 30 days following the date of such loss."

and

(2) The proposal of the applicant in Rule 123 to provide
for a rate of $2.50 per car for Towing .and Labor Costs;

are reasonable and just and will not produce rates for writ-
ing automobile physical damage insurance in thi.s State
which are. excessive, inadequate or unfairly discriminatory
and should be approved for uSlein this State as hereinafter
provided, but that the proposals of the applicant to amend
Rule 11 in the respects hereinbefore stated and to amend
Rule 123 so as to provide for a rate of $2.50 per car for
Towing and Labor Costs ar,e.unreasonable and unjust and
should not be approved for use in this State.

IT IS, THEREFORE, ORDERED:

(1) That the amendments to the manual of classification's,
rules and rates, and rating plans and modifications thereof
for writing automobile physical damage insurance filed in this
proceeding by the orders of F'ebruary 26, 1958 and March
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31, 1958 as amended by the applicant by its letter of May
1, 1958, except:

(1) The proposal of the applicant to amend that part of
Rule 11 with respect to total or constructive loss to read as
follows: .

"Upon payment of a tota,}or constructive total loss under
any Physical Damage Coverage, return premium. shan be
made pro rata from the day following. the date of accident
(if a total theft, the day following the date of theft) resulting
in such loss for all physical damage premiums including the
premium for the coverage under which the loss was paid, for
the automobile (s) involved in such loss, provided cancela-
tionis requested by the insured within 30 days following
the date of such loss. '.'

and

(2) The proposal of the applicant in Rule .123 to provide
for a rate of $2.50 per car for Towing and Labor

page 96 ( Costs; be, and they are hereby approved for use
in this State on all new and renewal policies writ-

ten on and after. the 11th day of June, 1958,'and on aU policies
€ffective on and after the 1st day of August, 1958, regardless
of when written, except thatori and .after June 2, 1958 no
policies shall be cancelled or endorsed .01' rewritten to take
advantage of, or to avoid the application thereof, except
at the request of the insured and at. the. customary short
rate charges;
(2) That the proposal of the applicant to amend that

part of Rule 11 of the manual with respect to total or con-
structiv,e total loss reading as follows:

"Total or Constructive Total Loss
"Upon payment of a total or constructive total loss under

any Phusical Damage Coverage, return premium shall be
made pro rata from the day following the' date of accident
(if a total theft, the day following the date of theft) r,esulting
in such loss for all physical damage premiums including- the
premium for the coverage under which the loss was paid, for
the automobile(s) involved in such.loss, provided cancelation
is requested by the insured within 30 days following the date
of such loss."

and the proposal of the applicant to amend Rule 123 so as to
provide for a rate of $2.50 per car for towing and labor
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costs be, .and they are hereby, disapproved for use III this
State;
(3) There appearing nothing further to he done herein

this proceeding be dropped from the docket and the file
placed in the file for ended causes; and .
(4) That an attested copy hereof be sent to the applicant

and its counsel, to counsel for each of the parties appearing
herein and to the Bureau of Insurance.

A True Copy.

Teste:

N. W. ATKINSON
Clerk of the State CorporatiOl}
Commission.

page 97 r COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RICHMOND, AUGUST 1, 1958.

APPLICATION OF

VIRGINIA INSURANCE RATING BUREAU

For approval of amendments to the manual of classifications,
rules and rates, and rating plans and modifications thereof
for writing automobile physical .damage insurance.

CASE NO. 13801.

SUBSEQUENT to the Commission's order of June 2, 1958,
the Commission reviewed the experience for 1957 for all
companies writing automobi1e physical damage insurance
in this State, which became available after the entry of said
order. In addition, the Commission reviewed the formula
for making rates for automobile physical damage insurance
in this State.

NO,¥ ON THIS DAY the Commission after considering
said matters is of the opinion and finds that the following
rate formula should be approved for making rates for auto-
mobile physical damage insurance:
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Loss Adjustment Expenses
Commissions
Other Acquisition Expenses
General Expens,es
Taxes, Licenses, and Fees
Profit and Contingencies

Total' Expenses
Losses

Grand Total

6.9ro -
20.0
6.4
6.7
3.3
5.0

48.3
51.7

100.0ro

THI~ COMMISSION is further of the opinion that the
rates for writing automobile physical damage insurance ap-
prov,ed by the Commission's order of June 2, 1958 should be
revised so as to provide for a 6% reduction applied equa.lly
to all classes and covE\rages as nearly as is consonant with
customary rate making practices.

IT IS, THEREFORE, ORDERED:

(1) That Virginia Insurance Rating Bm:eau file as soon as
reasonably possible revised rules and rates and rating plans
for writing automobile physical damage insurance which
provide for a reduction of 6ro of the rates approved by the
Commission's order of June 2, 1958 which sha.il be applied

equally to all classes and cov,erages as nearly
page 98 r as is consonant with customary rate making prac-

tices, which revised rates are approved upon the
basis -of the following formula:

Loss -Adjustment Expenses
Commissions
Other Acquisition Expenses
General Expenses
Taxes, Licenses, and Fees
Profit and Contingencies

Total Expenses
Losses

Grand Total

6.9ro
20.0
6.4
6.7
3.3
5.0

48.3
51.7
100.0%

(2) That said revised rates when filed are reasonable and
are approved for use in this State on all new and renewal
policies written on and after October 1; 1958 and on all
policies effective on and after November 1, 1958 regardless
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of when written, and any insured whose policy was :writoon
pursuant to the rates approved by the Commission's order
of June 2, 1958 may be cancelled pro rata at his request, or
said policy or policies may be endorsed or rewritten to take
advantage of the rates herein approved; and
(3) That two attested copies hereof be sent to the appli-

cant and its counsel, one attested copy to William H. King,
counsel for Virginia Association of Insurance Agents, Rich-
mond, Virginia, to AldenE. Flory, counsel for F'arm Bureau
Mutua! Insurance Company, Richmond, Virginia, and to the
Bureau of Insurance.

Teste:
A True Copy.

N. W. ATKINSON
Clerk of the State Corporation
Commission.

page 99 r VIRGINIA INSURANCE RATING BUREAU
- AMERICAN BUILDING
Post Office Box 1198 Tel,ephone MIlton 3-7471

RICHMOND 9, VIRGINIA

L. O. FREEMAN, JR.
Manager

E. D. SOMMERS
Assistant Manager

PHILIP FREDERICK
Chief Engineer

O. L. PURYEAR, JR.
Rating Superintendent

August 25, 1958.

Hon. T. Nelson Parker, Commissioner of Insurance
,Bureau of Insurance
State Corporation Commission
Richmond, Virginia

Dear Sir:

Re: Automobile Physical Damag,e Rates Effective
October 1, 1958.

Pursuant to the Order of -the State Corporation Commis-
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sion dated August 1, 1958, in Case #13801, we hereby file
with you revisions in the Virginia Automobile Physical
Damage Rate Manual as listed following. Thes1eproposals
have been designed to produce an overall reduction of as close
to 6% as could be achieved. Our calculation of the average
eff'ect overalIaf the proposals is a reduction of 6.27%. The
net overall effect of the revision ofJ une 11, 1958, (which
we had estimated to be an increase of 6.42%) and the revi-
sion proposed for October 1, 1958, is a decreasie of 0.25%.
This conforms very closely with the change indicated by cur-
rent rating formula applied to total Virginia experience for
1955 and 1956 quoted in Exhibit (2) of July 1958, whlch was
presented to the Bur,eau of Insurance at the Conference
of July 31, 1958.

Private Passenger. Proposals



Proposed (Eff. 10/1/58) Present (Eff. 6/11/58)
Sch. or Average Sch. or Averag,e %
Rate Premium Rate Premium ,Change

Full Cov. Comprehensive' Sch. #8 $12.68 Sch. #7 $11.15 -12.1%
$50 Ded. " Sch. #5 8.27 Sch. #4. 6.96 -15.8%
Fil~e& Theft 50% of 50% of

Sch. #8 6.23 Sch. #7 5.85 • 6.1ro
$50 Ded. Collision $23 Sch. 53.60 $22 Sch. 51.30 - 4.3ro
$100 Ded. Collision ' $18 Sch. 34.15 $16 Sch: 30.30 -11.3ro

01'
00

w.
~
'"d

'"'~s~
oo~
'"'ri-
O....,
>'"d
'"d~
'"-"UJ.

The average premiums used are based on the latest (calendar year 0....,
1956) distribution of exposure by age and symbol and consequently <j
those shown for present schedules differ slightly from the quotations ~.
supplied in the filing of the present schedules. as.EL~

. - •..
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Coml1tercial Local, Fire, Theft and COl1tprehel1,sive

Preserit Proposed
Fire Ra.te-New $.30 $.25

Old .45 .40

page 100 r Theft $.10 $.10

Fire & Theft-New .40 .35
Old .55 .50

Comprehensive Load .60 .50
Total Compr,ehensive Rate-New 1.00 .85

Old 1.15 1.00

The effects on Commercial Local Fire, Theft and Com-
prehensive Actual Value Premiums, including estimates of
the effect of the minimum premium of $8, where applicaMe,
are as follows:

Comprehensive
Fire & Theft
Fire, Theft and Combined
Additional with MM&V

without MM&V
. Fire, Theft. and

"Vindstorm

Commercial Local Collision

No change.

Coml1te1'cial Intermediate a,nd Long Distance

- 13.5%
9.8%

7.1%
7.6%

8.3%

No change in Fire, Theft or Collision. The reduction
under Comprehensive Load listed above under Commercial
Local, Fire, Theft and Comprehensive will also apply to.
Intermediat,e and Long Distance Hauling resulting in some
reductions for Comprehensive coverage only for these
classes.
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Public Automobiles-Fire and .Theft Rates

Taxicabs, Public Livery Automobiles and Jitneys (Rule 52).

Symbol
A-F
G-J

Above J

Fire Rates
.Pres. Prop.
$1.50 $.90
1.20 .80
1.05 .70

Theft Rates
. Plies. Prop .
$.60 $.50
.60 .50
.60 .50

page 101 ~Buses-Fire, Theft and Comprehensive Rates



Scho'Ol Buses (Rule 70)'-,-Decrease fr'Om 50% t'O40% 'Of C'Ommercial L'Ocal Hauling Premiums.

Miscellaneous Type Vehicles-Fire, Theft & Comprehensive Rates

Fire Rates. Theft Rates C'Ompre. Add'l Rates
Pres. Pr'Op. Pres. Pr'Op. Pres. Pr'Op..

Salvage C'Orps Aut'OS (Exc.
Priv. Pass.) (Rule 75) $.25 $.20 $.10 $.10 $.60 $.25

Industrial, Railway Stati'On
and D'OckTrucks, etc.
(Rule SO) 040 040 .05 .05 .60 .25

Farm Tract'Ors and Equipment
.25(Rule SOa) .25 .25' .05 .05 .60

Theft Rates Compre. Add'l Rates
Pres. Pr'Op. Pres. Pr'Op.

$.60
040
.60

$.60
.60
.60

$.10
.10
.15

$.10
.10
.15

Fire Rates
Pres. Pr'Op.

$1.00 $ .75
.50 .35
1.25 1.00

Defined Buses (Rule 70)
Except Sch'O'OlBuses
Sch'O'OlBuses

All Other Buses (Rule 71)

Buses-Collision Premiums
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Dealers'-Theft Rates

Rule 95. Except Blanket Coverage

Pres.
All Automobiles (ex0ept vehicles listed below) $.35
Misc. Types listed under Rule 96 .10
Autos covered only in transit .20

Rule 96. Blanket coverage

Prop.
$.26
.10

, .20

]1'irst $50,000 and under
From $50,00'1 to $100,000
Over $100,000

.35

.10

.05

.26

.10

.05

The Corporation Commission's Order of August 1 called
for the 6 % reduction to be applied equally to all classes and
coverages as nearly as is consonant with customary rate
making practices, and some explanation of the above pro-
posals is in order.

page 102 (

Private Passenge1'-Continuation of the use of standard
schedules precludes a close approximation to a 6% r,eduction
for each of the coverages. The minimal reduction of one
schedule, as is proposed above, for Comprehensive consider-
ably ,exceeds this effect. For Collision, the above proposals
to reduce $50 Deductible by one schedule and $100 Deductible
by two schedules produces results most nearly in line with
the indications which would have resulted for these coverages
had the present formula been applied to the detailed ex-
perience used in preparation of the latest filing.
Reference was made above to the new average premiums

for the Passenger covera.g,es. Schedules of these latest
average premiums are attached.

Cont1ne1'cia,l-The Commercial Local reductions are pro-
posed in the Fire, Theft and Comprehensiv,e rates in line with
uniformity with 'regional rating for this class. Also to
maintain regional uniformity, no changes are proposed for
Intermediate or Long Distance Collision or Fire and Theft.

Public Atdo111Jobiles,Bu.-ses,Misc'ellaneous Types Vehicles and
Deale1's-The reductions proposed on these classes are ones
which have been adopted for regional or countrywide ap-
plication subsequent to preparation of the filing producing
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the June 11 revision and prior to the effective date of that
revision. Other classes and coverages" in these sections of
the manual are proposed to remain unchanged for this revi-
sion so that the Virginia manual will maintain uniformity
with the rating applied elsewhere.

In calculating the effect overall of these changes, ,ve have
included, as is customary, the revenue change produced in
other coverages affected by the proposed rate changes and
the indirect result on other classes whose rating is related
to thePasseng,er 0"1' Commercial classes. The calculation of
the total effect is attached. In this calculation we have made
no estimate of the effect of the reductions proposed for
Dealers' Theft." This could not be determined with any
confidence of accuracy as Theft is not written alone but in
conjunction with Fire rates which are determined inde-
pendently of the automobile -rating. The r,evenue reduction
resulting from the change in Dealers' Theft rates, however,
would lJe of no significance relative to the total volume for
all classes and coverages.
Copy for the revised manual pages incorporating these

changes is attached. Also, to assist you in yonI' revievv, the
presently approved manual page is attached to each proposed
revised page. In addition to the changes above listed, the
proposed copy for Rule 40 in the Commercial Automobile
Section shows a rate of $.50 for the additional charge for

Transportation of Explosives or Inflaminable
page 103 r Liquids, which is a reduction from the present

rate. The incidence of this change is so slight
as to have no discernible effect on total revenue. In Rule 39
of the Commercial Sectioil, display of rates for electric
vehicles in Intermediate and Long Distance Hauling is elimi-
nated as they have no applicability. In line with a program
pursued in concert with territorial coding and designation
for automobile liability, the present schedule designations of
A-A for Fire, Theft and Comprehensive and 1 for Collision
are discontinued and are replaced by the use of Code (01)
as both the territorial coding provided' on the Territorial
Definitions page and as the schedule designation in the rate
and premium pages.

Yours very truly,

L. O. FREEMAN, JR.
Manager.

TLB:j
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cc: Mr. Norman S. Elliott, Counsel
State Corporation Commission

cc: Mr: D. P. Frame, Actuary
National Automobile Underw'riters Association

cc: Mr. R. VV. Criswell
Chairman-Va. Gaverning Committee

rc: Mr. James L. Dorris
Vice Chairman-Va. Gove'rning Committee

cc: Messrs. Collins Denny, Jr. and C. D. Minor

NOTE: The enclosures to this letter of August 25, 1958,
are with the exhibits filed with the evidence under Tab
#7.
pag.e 104 r COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

September 22, 1958.

Application of

CASE NO. 13801.

VIRGINIA INSURANCE RATING BUREAU

For approval of amendments to the manual of classifications,
rules and rates, and rating plans and modifications thereof
for writing automobile physical damage insurance.

Opinion, DILt..ON, Commissioner:

This is a companian case to Case No. 13936-Application
'OfNational Bureau 'Of Casualty Underwriters and Mutual
Insurance Rating- Bur,eau-and should be considered in con-
nection with that case. In Case No. 13936, we approved as
reasonable an allowance of 20% for production costs in the
rate making formula for automobile liability insurance. In
this case we approved the same allowance for commissians .in
the rate making formula for automobile physical damage
insurance. Both cases have been appealed by the Virginia
Assaciation 'OfInsurance Agents.
In this case, the Commission appraved on June 2, 1958,

after a hearing held on April 24, 1958, a filing made by' the
Virginia Insurance Rating Bureau on behalf 'Ofall campanies
licensed in this State ta write automabile physical damage
insurance which revised the existing rates far automabile



Va. Association of Ins. Agents v. Commonwealth of Ya. 65

physical damage insurance and provided for an
page 105 ~ increase 'Of6.12% in the 'existing rate level. The

filing approved by that order was based upon an
allowance of 25% for commissions in the rate making for-
mula.
Shortly after the entry of the June 2 order, the Commission

. learned that the National Automobil,e Underwriters Associa-
tion, a qualified advisory organization of the Virginia In-
surance Rating Bureau, had recommended that the rate
making formula for automobile physical damage insurance
be changed so as to provide for an allowance of 20% for com-
missions instead 'Of25%. Upon re0eipt of that information,
the Commission began an immediate investigation, and, on
July 1, 1958, definitely established that the National Automo-
bile Underwriters Association had on May 21, 1958, while
this case was under consideration by the C'Ommission,
changed the formula for physical damage insurance so as
to substitute in the formula an allowance of 2070 for com-
missions f'Orthe 2570 the Oommission had approved on June
2, 1958. After the Commissi'On had definitely established
'OnJuly 1, 1958 that this change in the rate making formula
had taken place while the Commissi'Onhad this case under
c'Onsiderati'On,it immediately directed the Virginia Insurance
Rating Bureau to file revised lower rates which would give
effect to this change. (See c'Opies'Ofletters dated June 19,
1958, June 24, 1958, June 30, 1958, July 1, 1958 and July 2,

1958 filed as an Appendix to this Opinion.)
page 106 r Thereup'On, the Virginia Insurance Rating

Bureau began collecting the data necessary to
make a .revised filing which W'Ould (1) give effect to the
revised rate making formula and, (2) the results 'Of the
1957 experience of the companies which had n'Otbeen avail-
able at the hearing 'OnApril 24, 1958. This data was sub-
mitted to the C'Ommissi'Onthe latter part 'OfJuly, 1958 and
resulted in the C'Ommission's order 'OfAugust 1, 1958, which
provided:

"IT IS, THEREFORE, ORDERED:

"(1) That Virginia Insurance Rating Bureau file as soon
as reas'Onably possible revised rules and rates and rating
plans f'Or writing automobile physical damage insurance
which provide for a reduction 'Of6% of the rates appr'Oved
by the Commission's order of June 2, 1958 which shall be
applied equally to all classes and coverages as nearly as is
c'Ons'Onantwith customary rate making practices, which re-
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vised rates are approved upon the basis of the following
formula:

Loss Adjustment Expenses
Commissions.
Other Acquisition Expenses
General Expenses
Taxes, Licenses, and Fees
Profit and Conting,encies

Total Expenses
Losses

Grand Total

6.9%
20.0
6.4
6.7
3.3
5.0

48.1
51.7

100.0% "

The effect of that order was to restore for all practical
purposes the state-wide rate level which existed before the

Commission's order of June 2, 1958.
page 107 r Had the Commission known on June 2, 1958

that the National Automobile Underwriters As-
sociation, a duly qualified advisory organization to. the Vir-
ginia Insurance Rating Bureau, had on May 21, 1958 changed
the. rate making formula so as to substitute an allo.wance
for commissions of 20% for the 25% advocated in the rates
originally filed in this proceeding, it would not have entered
the order of June 2, 1958, but 'would have directed the Vir-
ginia Insurance Rating Bureau to file revised rates which
reflected the formula changes recommended by the National
Automobile Underwriters Association on May 21, 1958. The
procedure followed by the Commission after it learned of
the formula revision of May 21, 1958 was clearly within the
Oommission's authority as set forth in Chapter 6 of. Title
38.1 of the Code and especially Sections 38.1-254 and 38.1-255.
The reasons why the Commission approved a change in the

allowance for commissions in the rate making formula. are
fully discussed in the opinion of the Commission dated Sep-
tember 16, 1958 al1d fil,edin Case No. 13936 to which reference
is made. It would serve no useful purpose to again restate
in this opinion those reasons.
In conclusion, the Oommission reiterates the position it

took in Case No. 13936 that the agents who are appealing
this ease have no standing to take this appeal.

.page 108 r Neither the Virginia Insurance Rating Bureau,
. the Rating Bureau which is required by law to
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make all rate filings for physical damag,e insurance, nor any
of the companies represented by that Bureau objected to the
action of the Commission in directing the filing of lower rates.
Furthermore, the rates thus approved were clearly in the
public interest because they provided cheaper insurance to the
public and adequate revenue to the companies writing the
business.

HOOKER, Chairman, and CATTERALL, Commissione,r,
concur.

page 109 r APPENDIX.

June 19, 1958.

Mr. L. O. F'reeman, Jr., Manager
Virginia Insurance Rating Bureau
P. O. Box 1198
Richmond 9, Virginia

Dear Sir:

We have been advised that the National Automobile Under-
writers Association, which is recognized in this State as an
advisory organization and is used as such by your Bureau,
has adopted a program of rate making which provides for a
20510 agent's commission instead of 25%, which is included
in the rates of the recent r,evision.
'iVill you not be kind enough to advise us immediately

whether or not this information is correct and, if such
proves not to be the case, the present program of the
National Automobile Underwriters Association relating to
commission scales 1

Very truly yours,

Deputy Commissioner of Insurance.

CWH:P

cc: Mr. W. D. Hall, Actuary
National Automobile Underwriters Association
New York, N. Y.
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pag,e 110 r VIRGINIA INSURANCE RATING BUREAU
American Building
Richmond 9, Virginia

June 24, 1958.

Honorable C. W. Harris
Deputy Commissioner of Insurance
Bureau of Insurance
Richmond, Virginia

Dear Mr. Harris:

We have for acknowledgment yours of June 19 in which
you state you have been advised that the National Automo-
biLe Underwriters Association, a recognized advisory orga-
nization in Virginia, has adopted a program of rate making
which provides for a 200/0 agent's commission.
The only information which we have had with reference

to that is in the form of seeing some newspaper articles very
r:ecently along that line; but this matter will certainly be
kept.in mind.
With highest regards, we are

Yours very truly,

/s/ L. O. FREEMAN, JR.
Manager.

LOF:MM

cc: Mr. \iV. D. Hall, Actuary
National Automobile Underwriters Assoc.

page .111 r
Mr. L. O. Freeman, Jr., Manager
Virginia Insurance Rating Bureau
P. O. Box 1198
Richmond 9, Virginia

Dear sir:

June 30, 1958.

ViTe wish to acknowledgoereceipt of your letter of June
20th in reply to our letter of .June 19th requesting- informa-
tion relating to whether or not the National Automobile
Underwriters Association has adopted a program of rate



Va. Association of Ins. Agents v. Commonwealth of Va. 69

~aking providing for 20% instead of 25% agents' commis-
SIOns. .

Our inquiry was a specific one and we feel that, with your
close relationship to the National Automobile Underwriters
Association as an advisory organization to your office, you
can obtain this information for us. We are, theref.ore, re~
questing that you communicate with them and advise us im-
mediately of their reply.
We would like to have this information in 'Our hands

by tomorrow morning.

Very truly yours,

Deputy Commissioner of Insurance.

CWH:P

page 112 r VIRGINIA INSURANCE RATING BUREAU
American Building
Richmond 9, Virginia.

July 1, 1958.

Hon. C. W. Harris
Deputy Commissioner of Insurance
.state Oo'rporation Commission
Bureau of Insurance
Richmond 9, Virginia

Dear Mr. Harris:

Your letter of June 30, 1958, addressed to Mr. Freeman,
was received while Mr. Freeman is away from the office.
.We have contacted the National Automobile Underwriters

Association and 'Obtained the following info'rmation. At
the annual meeting 'Of the Association on May 21,.1958, by
vote of the membership, the rate-making program of the
Association was revised so as to mak,e a provision for 20%
instead of 25% for acquisition costs in subsequent rate
filings. You will recall, 'Ofcourse, that the 'rates of the recent
revision were based upon the results of the automobile rating
formula application which was made prior to our original
filing in this case of November 29, 1957. '
The National Automobile Underwriters Assaciation expects

to recommend the use of this same revised rating formula in
those states where it is an advisory organization at the time
of the next scheduled rate rev~ew.
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VVetrust this is the information you desire. If Wlecan be
of further assistance, please let us know.

Yours very truly,

/s/ T. L. BONDURANT
Supervisor;

TLB:dm

cc: Mr. D. P. Frame, Actuary
National Automobile Underwriters Association

page 113 ~

Mr. L. O. Freeman, Jr., Manager
Virginia Insurance Rating Bureau
P. O. Box 1198
Richmond 9, Virginia

Dear sir:

J uly2, 1958..

,lVe have for acknowledgment letter of July 1st addressed
to us by Mr. T. L. Bondurant, Supervisor of. your Bureau,
in reply to our letter of June 30th, in which we were advised
that the National Automobile Underwriters Association, at
its annual meeting on May 21, 1958, by vote of its member-
ship, approved a provision of 20% instead of 25% for ac-
quisition costs in subsequent rate filings.
This action was taken prior to the final order entered by

the State Corporation Commission on June 2, 1958, in Case
No. 13801,"Application of Virginia Insurance RatingBureau
for approval of amendments to the manual of classifications,
rules and Tates, and rating plans and modifications thereof
for writing automobile physical damage insurance ..
Mr. Bondurant's letter was shown to the Honorable Jesse

W. Dillon, member of the State Corporation Commission in
cha:rge of insurance matters, and to Mr. Norman S. Elliott,
Counsel for the Commission. Commissioner Dillon has in-
structed me to advise you that the Commission wishes the
Virginia Insurance Rating Bureau to make an immediate
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.filing of automobile physical damagoeinsurance rates which
takes into consideration this change in the rate formula.

Very truly yours,

/s/ C. W. HARRIS
Deputy Commissioner of
Insurance.

CWH:P

cc: Hon. Jesse W. Dillon
Hon. T. Nelson Parker'
Mr. Norman S. Elliott

page 114 r COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION

RICHMOND

September 25, 1958.

APPLICATION OF. ,

VIRGINIA INSURANCE RATING BUREAU

For approval of amendments to the manual of classification,
rules and rates, and 'rating plans and modifications thereof
for writing automobile physical damage 'insurance.

CASE NO. 13801.

The Virginia Association of Insurance Agents having filed
due notice of appeal in this case,

,
IT IS ORDEREl) that the, enclosures to the letter filings

and the exhibits filed with the evidence, numbered and de-
scribed as follows, be certified and transmitted to the Clerk
of the Supreme Court of Appeals of Virginia, to be returned
by him to this Commission with the mandate of that Court:

Enclosures to letter filings:

Number

Tab #1

DESCRIPTION

Enclosures to lette'r filing dated Novem-
ber 29; 1957. .
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Tab #~
Tab #3

Tab #4
Tab #5
Tab #6
Tab #7

Supreme Caurt of Appeals 'Of Virginia

Same, dated December 5, 1957.
Same, dated December 9, 1957, except the
prapased new Virginia autamabile physi-
cal damage manual which is Exhibit Na.
1-1, 1-2 and 1-3.
,Same,dated December 16, 1957.
Same, dated December 16, 1957.
Same, dated March 27, 1958.
Same, dated August 25, 1958.

Exhibits filed with the evidence:

Ea;hibit No.

1-1

DESCRIPTION

Prapased Virginia Autamabile Physical
Damage Manual. '

page 115 r
1-2
1-3
2

3

4

Teste:

Prapased madificatians 'Of Exhibit 1-1.
Same. ,
Relativity 'Of $50 deductible camprehen-
hensive propased ta ,existing full caverage
passenger camprehensive.
Private Passenger $50 Ded. Callisian
Cauntry-wide Lass Casts by Classifica-
ti'On.
Experience an $25 Deductible Callisian
Cammercial Lacal. Hauling.

A True Capy.

N. W. ATKINSON
'Clerk 'Of the State Carparatian
,Cammissian.

page 116 ~ COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION

CERTIFICATE.

Pursuant ta an 'Order entered herein an September 25,
1958, the enclasures and exhibits listed therein ar,e here'Qy
certified ta the Supreme Caurt of Appeals 'Of Virginia, ta
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be returned by the Clerk thereof to this Commission with
the mandate of that Court.
It is further certified to the Supreme Court of Appeals of

Virginia that the foregoing transcript of the record in this
proceeding, with the enclosures and exhibits, contains all of
the facts upon which the action appealed from was based,
together with all of the evidence introduced before or con-
sidered by this Commission.
.Witness the signature of H. Lester Hooker, Chairman

of the State Corporation Commission, under its seal and
attested by its Clerk this 25th day of September, 1958, at
Richmond, Virginia.

H. LESTER HOOKER
Chairman.

Attest:

(Seal)
N. ,V. ATKINSON
Clerk.

CERTIFICATE.

I, N. W. Atkinson, Clerk of the State Corporation Com-
mission, certify that within sixty days after the final order
in this case the Virginia Association of Insurance Agents,
by William H. King, 915 Mutual Building, Richmond 19, Vir-
ginia, its Counsel, filed with me a notice of appeal therein
which had been delivered to Collins Denny, Jr., and Claude
D. Minor, Travelers Building, Richmond 19, Virginia, and
Alden E. Flory, 212 West Grace Street, Richmond, Virginia,
all other counsel of record, to Counsel for the State Corpora-
tion Commission, and to the Attorney General of Virginia,
pursuant to the provisions of ~ection 13 of Rule 5:1 of the
Rules of Supreme Court of Appeals of Virginia.
Subscribed at Richmond, Virginia, September 25, 1958.

N. W. ATKINSON
Clerk.

• • • • •
A Copy-Teste:

H. G. TURNER, Clerk.
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