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CHAPTER I 

NATURE OF THE STUDY 

Risk exists whenever the future is unknown, and th e calamitous 

effects of risk have plagued mankind since the beginning of time. 

Individuals, groups, and societies have developed various methods 

for managing risks, not really by choice, but by sheer necessity. 

School systems have recognized the importance of risk concepts for 

several years, although little attempt has been made to minimize 

the adverse effects of risk in most of our nation's schools. 

The present and growing possibility of substantial loss makes 

it paramount that school systems adopt some form of analysis and 

supe rvision of risk. 

I. THE PR OB LEM 

Statem e nt of the Proble m. The purpos e of this study was to 

dete rmin e the degr ee of manag e rial tale nt expended on the economic 

decisions r e lative to risk manag e m e nt in th e Clarksville -Montgome ry 

County School System, and to analyze by structure, the coverage 

in for ce . 
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Importan ce of th e Study. Th e s e curity afford e d by p rop e r 

d eg r ee s of pr otection for publ ic a ss e ts cannot b e m i nimiz e d, wh e th e r 

t h e risk s stem fr om phy s i cal or moral p e ril s , E ducato r s mus t 

d et e rmine for themse lve s how th e y will provide for the ris ks withi n 

their s y st em, or t h e y must s eek the advic e of a compet e nt ris k 

manage r familiar with th e t e chnique s of risk supe r vision. 

It was f e lt that this analysis w ould provide some insight into 

th e r e cognition of ris k , tog ethe r with some alternative m ethods 

a vailable to the risk manager, 

Delimitations of th e Study . Analysis was confine d to the various 

r eal properti e s whose owne rship was ve sted in Clarksville-Montgome ry 

County School System, and to the cont e nts of other properties not wholly 

or partially owne d by the Syst em, 

Limitations of the St udy , Analysis was confined to the cov erage s 

purchas e d for fir e and ext e nde d cove rag e , both on structur e s and their 

conte nts, and to the cove rage s for vandalism and malicious mischief. 

Coverag e s purchas e d for liability, casualty, transportation, and 

similar p e rils w e r e ex clude d, sinc e each r e pr e s e nts a r athe r spe 

cia liz e d prog r a m r e quiring ext en sive r e s earch, and th e r e is doubt 

a mong auth ors a s t o how the s e ris k s should b e t r e at ed in pra ct ic e , 

As sum ption s . Th e auth or assumed t he p oli c i es examined w e r e 

va lid, prope r l y execute d cont racts , that the inter e sts and amounts of 
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cove r ages stated th e r e in w e r e prope rly recorded , t hat th e limitations 

ex pr esse d w e r e know n to a ll pa rtie s, a nd th a t c ove r ages were i n force 

du ri ng the pe ri od stat e d. 

It was furth e r assume d that th e amounts record ed on the l e dge rs 

of the Clar k s ville -Montg ome ry County School System as costs for the 

cove r a g e s stat e d above wer e valid, and in compliance with rat e s 

establishe d by th e Commissioner of Insurance, Stat e of Tennessee. 

II. DEFINITIONS OF TERMS USED 

The terms used in this analysis are those in general use through

out the insurance industry. A portion of Chapter II is devoted to 

terminology in a discussion of methods of risk management. 

Ill. METHOD OF PROCEDURE 

Method of Collection. The data used in this analysis were 

obtained from the business offic e , Clarksville-Montgomery County 

Schools. Amounts of cov e rag e for e ach structure were taken from 

the R evis e d Sche dule of Cove rage, dat e d July 1, 1969, and from the 

policie s which make up the insurance fil e for the syst e m. 

Amounts paid for cove rage w e r e take n from the disburs em e nts 

l e d ge r for insur a nc e of the a cc ountin g r e cords for th e s c hool sy s t em. 



IV. ORGANI ZATION OF T HE ST UDY 

Th e fir s t c hapt e r was de sig ne d t o i ntr oduce the r eade r t o the 

natu r e of the study, the proble m and it s import a n ce , d e limitation s, 

limitat ions, assumptions, and a statem e nt r egarding t e rms us e d. 

T h e s e cond chapt e r was concerned with a compr ehensive discussion 

of p e rtinent related lite rature, tog ether with ge neral discussions of 

t h e management of risk . Chapter three was a presentation and 

analysis of the data. The summary and tentative conclusions which 

resulted from the analysis were discussed in the fourth chapter. 

4 



CHAPT ER II 

REVIEW OF R E LATED LIT E RATURE 

I. INTRODUCTION 

Many of the major advan c es of mankind would probably not 

have b ee n achieved w e re it not for the desire for minor reductions 

in risk. Banding of persons into tribes, the evolution of agriculture, 

even the development of religion were attempts to reduce the uncer

tainty in human affairs. In more recent times, development of 

social security and Medicare may be regarded as a reflection of 

man's desire to introduce greater certainty into his life. (4) 

Public school systems are beset on every side by risks. The 

destruction of a school plant is no less traumatic to the public, than 

is the destruction of a factory to the private s e ctor of our economy. 

Risk manag em e nt is not a new phenomenon, and as early as 

1925 att e mpts w e r e b e ing made by busine ssme n to isolate, a void or 

pr e v e nt risk. The transfe r of th e r e sponsibilitie s for an adequate 

program in ris k managem e nt to a n individual or risk manag e r is 

r e lativ e ly new, how e v e r. The n10st r e c e nt lite ratur e r e lating to 

th e pr ob le ms and r es p on s ibilit i es of ri s k m a nage r s wa s or gani z e d 

in this ch apt e r und e r t he to pi c h e ad in gs M et h od s of Tr eatin g Ri sk, 



M e thods Employe d by Sch ool s , and t he R e spon s ibi liti es of an I nsur

ance M a nag e r. 

II. METHODS OF TR E ATING RISK 

Ther e ar e fiv e basic alternative s availabl e in the tr eatme nt of 

risk: a voidance , ignoring, r etention, loss preve ntion and r e duction, 

and transfer. 

Avoidance. Avoidance is the r efusal to assume risk. This 

method has severe limitations because such a choice is not always 

possible. Buildings being used for instruction cannot be vacated 

under ordinary circumstances just to avoid the degree of risk 

involved, It is often advisable, however, to dispose of properties 

which are idle, and thus avoid the risks. By this method risk is 

simply not assumed. 

6 

Ignoring. Another alternative m ethod in rather common use is 

simply to do nothing about the risk. This may be done passively in 

that the risk manag e r may not b e aware that the risk exists, and 

throu gh ignorance do e s not att e mpt to handle it, or it may b e done 

active ly, as in the cas e of nonin sur a nc e , wh er e th e risk is purpos e ly 

i g n or e d, M a ny of the latt e r ar e clas s e d as in s i gnifi cant ris ks , wh e r e 

the fin anc i a l loss of t h e ir d estru ct i on would b e ir re l evant to norma l 

o pe r a t i ons . 
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R et e ntion . Whe n ri sk c a nnot be a v oided or ignor ed , or the 

advantag e s of as suming th e risk ar e gr eat, the mo st c ommonly use d 

method of handling it is by r e t e ntion. By r etaining the ris k , the 

s ys te m is saying in effect that pot e ntial losses will be paid out of 

t h e syst em's resources. This decision is often made due to the 

re lative ineffectiv e ness or cost of the various alternatives. 

Self-insurance is actually a special type of retention, and 

r equires a complete and formal plan of operation to be properly 

described as self-insurance. Programs of self-insurance are not 

feasible for smaller systems, but it is the opinion of the author 

that the system under analysis could feasibly self-insure. It is-

often advisable to self-insure a portion of the risks in a system, 

since experience has shown that the maximum probable loss is 

so small the system can safely absorb it from current operating 

revenues or out of small reserve funds, and that systems consist 

of so many independent fairly homogeneous exposure units that 

predictions can be safe ly made as to what its loss experience will 

be, In other words, the system is in a financial position to s e lf-

insur e its loss e s. 

Loss Pr e v e ntion and R e duction, Loss preve ntion and r e duction 

diffe r fr om oth e r risk tr eatm e nt m ethods in tha t the y att empt to 

I that a los s will oc cur or the s e ve rity of th e r educe the c 1a nce 



losses th a l do occ u r . Thi s meth od ge ne r a lly t ake s a r c hit e c t ura l or 

lon g ran ge p la nning , and is evid e nc e d by fir e r e sistive construct ion 

of bui lding s , s a fety programs such as fire evacuation drills, and 

th e in s tallation of fir e alarms and automatic sprinkler equipment. 

The s e activities have obvious merit, but are usually only available 
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rn part to school systems because of economic or legal considerations. 

Transfer. Some of the most important risks faced by schools 

cannot be avoided, ignored, retained, or prevented. The only 

alternative remaining is transfer of the risk. This may be accom-

plished in two ways. First the property itself may be transferred 

to some other person or group, such as the transfer of abandoned 

school buildings to communities for recreation or meeting places. 

Second, the risk, but not the property may be transferred in total, 

or diffused by a partial transfer of risk. 

The most popular method of risk transfer is by insurance. 

In this sense, insurance is a device by means of which the risks of 

two or more persons or firms are combined through actual or 

· d t ·butions to a fund out of which claimants are paid. ( 30) promis e con r1 

Insuranc e has many benefits, the most obvious being indemnification 

for thos e who suffer unexpected losses. A more significant and 

I 1 b , fit is the reduction of uncertainty, the 
some times o ve r loo <:e c e nc 

d associated with uncertain positions. 
e li m in a tion of fe ar an worry -
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III . M E T HODS E MPLO YED By SCHOOLS 

The basic pr i n · 1 f . cip e o a s chool insurance pro gram is th e same 

governing any ar e a of school ad . . t t· m1m s ra 10n. Do e s the investme nt 

made b e n e f it t h e educational program? 

That insurance is a major financial decision for schools is 

evid e n ced by the fact that fir e and allied perils premiums alone 

have ave rag e d over thirty-fiv e million dollars each year for the 

last t e n years. (22) 

The school superintendent must ask many questions and consider 

a great number of impinging factors to determine which risks he 

should indemnify for an efficient and economical system. 

The most popular methods of risk treatment by school systems 

involve some combination of retention and transfer, with limited 

emphasis on loss prevention and r e duction. 

R e cent attempts at loss prevention have center e d around 

construction of fire resistive buildings, and this has been found to 

b e t h e most important factor in d e termining final premium rate s. 

In 1966 , a national appraisal firm e stimate d that the ave rag e 

fi r e r es i s ti ve building cost $1 4 . 17 p e r squa r e foot to construct, as 

compa r ed to $ 12. 52 for masonry. As an example , a 65, 000 squa r e 

feet building wou ld ha v e th e foll owing co St : 



Fir e R e sistive C o nstru ction 
Masonr y Const r uc ti on 

Additi onal C o s t of Fir e R esistive 

$921, 105 
81 3, 800 

Building $107,305 

At this point , m any s chool boa rd s would choos e th e masonr y c on -

structi on e ithe r for l e 1 · · · ' ga , e conomic, or political r easons, and 

fa il to see th e real significance in cost diffe renc e s in th e long run. 

Other factors being equal , the combined fire and ext e nded 

cove rage rate with an eighty percent co insurance clause would 

hav e the following cost: 

Fire resistive building - . 064 per $100 or $590 yearly 

Masonry building • 508 per $100 or $4134 yearly 

An annual savings of $3544 on insurance premium alone would 

amortize the additional cost in 30 years. 

10 

There is an additional savings in this type of construction that 

is often overlooked. D epreciation of fire resistive buildings is 

estimated to average one-half of one percent a year, or a total of 

$4 600 on the building in question, Masonry buildings average one 

percent a year, or a total of $8000. One can easily see that the 

combination of $3544 savings on pr emiums plus $3400 save d in 

d e pr e c iation for fir e resistive construction would save the system 

$8 000 yea rly, and w ould r e cov e r th e additional cost of constru ction 

i n just t h i r tee n yea r s . (22) In a ddition t o t a ngible s a vin g s, th e r e 

is th (! i nta ngible facto r of pe r sona l sa ti sfaction whi c h procee ds fr om 



th e knowle dge that should a catastroplle h f occur, t e init ia l loss o 

l i fe a nd property wou ld undoubt e d l y be minimized by f ir e resistive 

c on s truction , 
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A new pla n w hic h has far-r e a ching implications for school s was 

d e v e lop e d b y the insu ranc e indu stry in 196 0, and is calle d the P ubli c 

a nd Insti t ut i onal Property Plan or PIP, It is designed for a spe cific 

clas s of fire insurance risk: Institutions that serve the public such 

a s churche s, college s, hospitals, schools, and municipal or gov 

e rnmental units. These classes of insureds have traditionally been 

among the prefe rred risks, but have not always enjoyed the benefits 

of significantly lowered rates. 

The PIP plan has now been adopted by forty-six states. It was 

fi r st adopted by Ohio on May 2, 1960, with Cook County, Illinois 

following shortly the r eafter. (26, 29) The PIP plan has three 

significant advantages: consolidation of all related fire policies, 

m uch gr e ater coverage, and lower premiums. One company and 

11 b · 1d· and conte nts with one premium-due one polic y cover a u1 rngs 

date and one ex piration date. 

Accordin g to Frank R. Spence, Assistant City Manag e r, 

ar e tw e lve basic advantag e s of the PIP 
Pensacola , Florida the r e 

plan i n h i s c i t y: 

1. 
. d spe cifica lly for th e institutiona l-

The p lan i s d e s1gne 

type pro pc r t y • 



2 . 

3. 

4. 

5 . 

6. 

The plan is fl exible. The rating structure pe rmits 
buildings and contents to b e insur ed s e parate ly or 
tog ethe r. 

Complet e r ep la ceme nt cost coverage is provided . 

The plan provides broad protection for buildings. 
Multiple exposur e s can b e covered unde r one 
policy. 

It cove rs cont e nts of nearly every description. 

It eliminates the coinsurance clause by use of an 
Agreed Amount of Insurance Provision- -the 
institution annually provides a sworn statement 
of values. 

7 . It provides for inspection service. 

8. The plan is adjusted annually to new values, 
virtually eliminating overinsurance or 
underinsurance. 

9. 

1 o. 

11. 

12. 

It automatically provides insurance on newly 
acquired property for up to 180 days subject 
to a $100,000 limitation. 

It provides coverage on property away from the 
premises up to $5,000. 

It provides coverage on the personal property_ of 
employees not covered by other insurance while 
on the premises up to $500. 

The plan p e rmits administrative_ savi_n gs to b e 
passed on to the insur ed institutions rn the form 

of lower ope rating costs. (29) 

. b of schools and municipalitie s are An eve r incr easing num e r 

1 <l this may well b ecome th e most important adopting the PIP p an , an 

m e th od of risk treatment by sc hool s. 

12 
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IV• T HE RESPONSIBILITIE S OF AN INS URANCE MAN AG E R 

As th e ex pe ctations of an ins u r a nc e ma nag e r vary so wide ly, it 

is difficult to d raw ge ne rali zations. Th er e ar e t en ba s ic a ctivities or 

responsibilities , howeve r, which s eem to apply ge ne rally to thos e 

systems employing risk manag e rs: 

1. 

2. 

3. 

4 . 

5. 

6. 

7. 

8 . 

The insurance manag e r should be thoroughly familiar 
with the risks of the system. 

The insurance manager should obtain appropriate 
and thorough insurance protection or coverage for 
those risks which, by virtue of their nature or size, 
require such protection. 

The insurance manager should constantly be on 
the alert for risks the system can safely assume 
or against which it can appropriately self-insure. 

The insurance manag e r should keep informed of 
developments in the insurance field which might 
afford his system b etter coverage. (Such as PIP) 

The insurance manager should take advantag e of 
every reasonable occasion to negotiate aggr e ssively 
with carriers, rating bureaus, or commissions to 
secur e bett e r coverag e at b etter rates. 

The insuranc e manage r should maintain insuranc e 
prote ction for th e amount that would b e conside r ed 

r e cove rable in the e ve nt of loss . 

The insuranc e m a nag e r should b e ~hor ou ghly 
familiar with sourc e s from which insuranc e 

Of unu s ua l type s or amounts c an b e cove rages 
obtained. 

should b e familiar with The i nsu r anc e m a nage r 

claims proc e d ur e s . 
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1 o. 

The insurance manager should develop and maintain a 
comprehensive insurance manual as a referenc e for 
0the r administrative p e rsonne l int e r es t ed in in surance . 

Th · e insuranc e manager should work closely with thos e 
r e sponsible for safety, or b e responsible for safety 
himself . (1, 3) 
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F e w school systems are large enough to afford the servic e s of 

a full time risk and insurance manager, and this responsibility is 

most often part of business management. In a few instances, the 

supe rintendent or board of education has taken this responsibility, 

or it has been transferred to some local insurance agent. None of 

these methods is as satisfactory as having this facet of operations 

individually managed, and in systems with many exposure units the 

insurance manager could well save the equivalent of his salary in 

reduced rates and efficiency. 

V. SUMMARY 

This review of the related literature may best be summarized 

by quoting a statement from the American Risk and Insurance 

Association: 11The underlying conditions giving intellectual substance 

to risk and insurance ar e twofold: ( 1) an ignorance on the part of 

mankind about the futur e and even about much of the past and pr e sent, 

f any point in time for some things 
and (2) pr efe r e nc e by man as 0 

. deg r ee of ignoranc e and pr efe r e nce , 
over other things. • • giv e n some 

t. th e b ehavior of man.11 (1 9, 28 , 30 ) 
risk becomes a dominant e l cm e n in 
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The re is little agreement r egarding the best m e thod by which 

risk is handled, and the more complex life becomes, the greater 

are both the range of uncertainties and the number of situations in 

which choices must be made. Hopefully, increased awareness of 

risk will produce more satisfactory treatment by school systems 

in the future. 



CHAPTER III 

PRESENTATION AND ANALYSIS OF THE DA TA 

I. INTRODUCTION 

The purpose of this chapter was to present data concerning 

the degree of managerial talent expended on the economic decisions 

relative to the management and treatment of risk in the Clarksville

Montgomery County School System, and to analyze coverages in 

force on school property. 

II. MANAGEMENT OF RISK 

The Director of Schools has delegated the responsibility for 

insurance management, and thereby the management of risk, to the 

business manager. Once each year, usually in March or April, a 

complete review is made of existing coverages on all school property 

by the business manager. He is frequently aided by one or more of 

the ag ents representing companies writing coverage for school 

property. At this time , coverages are increased or decreased as 

considered appropriate, prior to the school board's submission of 

an annua l budge t. 

Cov erage is se cur e d on new properti e s during the yea r as 

comple te d. b cloned structures are del eted a t the 
Vacant or a a n 
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annual r eview . 

Builder 's Ri k · s insurance, providing coverage against fir e , 

vand a lism and an asso t t f h · · ' r men o ot er perils, 1s secured on all 

structures under construction. This coverage is terminated upon 

final acceptance of the building by the school board. 

Appraisal of structures for coverage is made by James Holleman, 

copartner in the firm of Conroy, Marable and Holleman. During 1969-

1970 this agency wrote $2,116,380 of the total protection afforded, or 

12. 6 percent. 

Fourteen locally owned agencies share in writing the coverages 

deemed necessary by the business manager. The proportion of the 

total written by each is an arbitrary ratio agreed upon among the 

parties. The agency represented by Mr. Holleman receives a greater 

share of the business in payment for his services as appraiser. 

During 1969-1970 total coverage was $16,858,080, purchased 

at a cost to the system of $44,613.95. A list of agencies and 

insurance underwriters doing business with the system, together 

with the amounts of coverage written by each is contained in 

Appendix B of this study. 

P
urchased are established by the State 

Rates for coverage 

d e influenced by such factors as 
Departme nt of Insurance, an ar 

·prev ention e quipment, and sprinkle r 
location, construction, fire 
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sy stems. Since the coverag e s ar e for wid e ly scatt e red, r e latively 

homogeneous units the t b , ra e s are ased on an average drawn betwe en 

high risk and low risk structures. Fire resistive buildings enjoy low 

rates compared to wooden f b ·1d · rame m rngs, so the over-all rate charged 

is the mean rate b etween the two types of structures, with all construc

tion type s between receiving consideration in final rate setting. 

Rates during 1969-1970 are$. 224 for real property, and$. 025 

for contents coverage. 

Policies issued by the underwriting firms are filed in the office 

of the business manager, Clarksville-Montgomery County Schools. 

A separate file lists the amounts of scheduled coverage for each 

structure and its contents. A copy of this schedule is contained in 

Appendix A. 

Policies are written for a three year period (which is standard 

in Tennessee) subject to the annual review mentioned above. 

Underwriters doing business with the system have secured the 

services of the General Adjustment Bureau, a loss appraisal and 

· f" h" h · s empowered to make immediate appraisal adJustment irm, w 1c 1 

• f 1 to and including $10,000 on behalf of and adJustmcnt o any oss up 

the insuranc e companies. 
This Bur eau, which maintains a Clarksville 

offic e , submits an a nnual invoic e to eac h of the companies it repr e sents, 

t 
. fee for its servic e s, together with each und erwr it er ' s 

li s tin g a r e a 1ne r 



pro rata share of a ll loss e s s t . d . 
us aine during th e year and paid by 

the GAB. No coSt to the sySt em is involved in this service. 

One fire ha b d s een a justed by this firm during th e current 

policy period, a $500 loss to a portable classroom at Burt High 

School. 

III. TREATMENT OF RISK 

19 

Of the five basic alternative methods of treating risk explained 

in Chapter II, Risk Transfer, and Loss Prevention and Reduction , 

were the means found most frequently in use in this community. 

Substantial improvements have been made during the last three 

years in both the evaluation of structures for coverage, and in the 

amounts of coverage purchased from underwriters. Coverage 

which totaled $16,858,080 in 1969-1970, will receive a projected 

increase of some $5 million in 1970-71, due in part to the inclusion 

of two new buildings, and increased amounts of coverage on several 

others. 

All buildings now under construction, and those erected during 

the last decad e are of the finest in fire resistive materials and 

archit ectu ral d e sign. 
Many feature separated instructional and 

t d only by walks or passag e s, which 
gymnasium areas , conncc ·e 

·a as separate structur e s for rating 
unde rwrit e rs m a y cons i e r 



purposes. Over fifty percent of the schools have some form of 

central alarm sy stem, and all are within reach of modern fire 

fighting equipment . 
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Fire evacuation drills are held at regular intervals during th e 

school year, closely supervised by both administration and faculty, 

and periodic inspections are made by fire department officials of 

hazardous areas at each school site. All buildings within this system 

received such an inspection during the last year. 

At least once during the year, children in the elementary grades 

are permitted to inspect a fire engine, and are given informal talks 

about the hazards of fire. 

Some portion of risk is transferred by means of insurance on 

every school property as evidenced by the schedule of coverage 

contained in Appendix A. 

It is essential that protection of school property against lass 

by means of adequate insurance coverage be provided, but definition 

of the term "adequate" will differ in practice. School fires are 

P
ublicity, and good public relations are the subject of considerable 

e subjected to substantial loss next to impossible if taxpayers ar 

. taining improper coverage. ( 1, 
through a lack of insurance or main 

23) 

t coverag e th ere are three 
In conside ring what is ad equa e , 

real property with which the 
major type s of values placed on 
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admini s tr ator must b e concerned. R 
eplaceme nt va lu e r epresents 

th e co
st 

of r eplacing the damag ed st r u ctu r e with one of simila r ki nd 

and quality at cur r e nt construction costs, and takes into conside ration 

many intangible fa ctors othe r than physical damage. Actual cash 

v alue r epre s e nts the reproduction cost new less depreciation, or the 

sound v alu e at the time of the loss. The third type of value is replac e 

m e nt c ost, which covers the amount actually and necessarily expended 

in r epairing or replacing the damaged property. Replacement cost 

most fr e quently ignores the insurable value attached to items such 

as foundations, walks, and certain underground utilities. 

Fifty-seven structures used by this school system are insured 

under replacement cost endorsements designed to protect public and 

institutional property. The amounts of coverage have been developed 

by refe r e nce to such records as original cost, utilization of the 

structur e , and the costs necessary to repair or replace a major 

portion of the building, should a catastrophe occur. 

Ninet een structures owned by this school syst em are insured 

at actual ca sh valu e . Thes e structures are fully depreciat ed, 

1 ld and in some instanc e s ab a ndoned. The decision 
s evera y e a rs o , 

adc with the conside rat i on that 
to i nsur e a t actual ca sh value was m 

of these buildings would not subst anti a lly 
loss of a ll or part of a ny one 

off cred by th e syst em , nor wou ld the 
affect th e educational prog r am 
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insurance recovery necessitated by a lo s s be great er than the va lue 

of the structure immediate ly prior to th e loss. 

T he la r gest cove r age a fforded in this categ ory is that obtained 

for Rooseve lt E l ementary School in the amount of $242,000, follow ed 

by Sang o E l em e ntary School at $121,000, and Palmyra Elementary 

Scho ol at $95, 700. Most of the remaining coverages do not exceed 

$20,000. 

Coverage is maintained on the contents of five additional 

structures all of which are leased by the system for a variety of 

uses. Included in this category are the Central Offices at $60,000, 

and th e Area Technical School at $100,000. Amounts of coverage in 

this instance were based on the cost of furniture, fixtures, and 

equipment in use within the structure. 



CHAPTER IV 

SUMMARY A ND CONCLUSIONS 

Alexand e r Smith has said , 11 
Everything is sweetene d by 

risk, 
11 

and the uncertainty of our affairs as individuals and school 

administrators has led to v arious methods by which we may blend 

th . 11 et s " "th f 1s swe ne s w1 some measure o security. In an attempt 

to l e arn more generally about the administrative management of 

risk in the Clarksville-Montgome ry County School System, and 

specifically what coverages are in force on school property, this 

analysis was devised as an aid to anyone charged with the respon-

sibility of risk management . 

An examination was made of insura nce files at the business 

offices of the school syste m, together with accounting records of 

disbursem e nts made for the purchase of fire, extended coverage, 

and for vanda lism anc malicious mischief cont e nts coverage, 

h · was ve st ed coverages purchased on r ea l prope rty wbuse owners 1P 

in Clarks vill e -Montg ome ry County School SySt em . 

1. ns pe ctions wer e conducted by th e author 
Nume rous on-site 

t he po :,sible abatement of risk, 
to d e t e rmin e the exte nt of h aza r d , 
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th e pr e sence of alarm and f ' _ . 
ir e prevention e quipme nt, and the st eps 

t aken a t e ach sit e to avoid 0 r prevent risk. 

Five basic alternative meth d . 0 s are available in the treatme nt 

of risk: Avoidance ignoring r t t· 
• , e en ion, loss prevention and 

reduction, and transfer. 
Of these five alternatives, risk transfer, 

and loss prevention and reduction were the means found most 

frequently in use by this system. 

Risk is transferred by the securing of insurance policies from 

fourteen locally owned agencies, the total amount of which is 

$16,858,080. The cost of this underwriting service to the 

system was $44,613.95 during 1969-1970, based on rates of $. 224 

for real property, and$. 025 for contents coverage. These rates 

are based on an average drawn from all construction classes with 

the fire resistive buildings and wooden frame buildings at the 

extremes. 

Policies are subject to an annual review, at which time 

additions or deletions may be made to the cove rag e s extant. The 

amount of insurance written by each agency mentioned ab o ve is an 

d among the agencies the1ns e lve s. arbitrary ratio agree upon 
One 

a gen cy predominates with 12. 6 p e rc e nt of the total protection 

afford e d. 
. f a thr ee year p e riod, subject 

Policies a r e writt e n or 

t o a nnua l r eview . 



Th e G e n e ral Adjustm t B 
· e n ureau has been retained by the 

und e rwrit e rs to appraise and adJ'ust any loss 
sustained by this 

syst e m up to and including $10,000. One fire was adjusted by 

this firm during the current policy period, a $500 loss to a 

portable classroom at Burt High School. 

A comprehensive loss prevention and reduction program 

has been in progress during the last decade, through both the 

design of new buildings with fire resistive materials, and the 

education of students in fire preventive methods. 

25 

Amounts of coverage have been steadily increased to reflect 

the inclusions of new property, and the rising trend in costs of 

materials necessary to replace an existing structure damaged by 

fire. 

Of the three major types of values placed on real property for 

purposes of insurance, fifty-seven structures were found to be 

underwritten by replacement cost endorsements. Amounts of 

coverage secured reflected a reasonable degree of care in 

estimating property values. 

·tt t actual cash value, Ninete e n structures were und erwr1 en a 

type of construction, and du e in most instances to th e age, 

utili zati o n of th e building • 
Some of the se structur e s ar e no long e r 

in us e by th e system. 
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Five additiona l prope rtie s a . 
re insured only to the extent of 

th e ir cont e nts , since these sit e s are l eas ed by the 
system, and 

coverage is maintained· on the r eal property by the legal owner. 

During the course of this study, four possibilities have be en 

explored which could lead to substantial savings in rate for the 

system, and which could be instituted within the foreseeable future 

by a conscientiously devised program of risk management. 

The first deals with the services of a risk manager or 

consultant. A competent, well trained risk manager could not 

obviously be hired at this time for economic reasons. It should 

be possible for some individual under the jurisdiction of the business 

manager to have this as his primary responsibility. Insurance is 

dynamic, and no program will remain up to date for long unless 

close evaluation is given every phase of the expenditure for 

cove rage. 

The second deals with insurance of high risk properties. 

Since rates are based on an average of structural types, the 

elimination of insurance on abandoned properties, wooden frame 

1 ms and storage facilities would 
buildings , portable c as sroo , 

ate paid by the system. 
result in a lowering of the mean r 

ld 
·th . be sold to private purchas e rs, 

Abandon e d prope rties cou e i e i 

in which they are situated for public 
or do na t e d to th e communitie s 

r ec r cat ion o r m eeting places • 
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Sinc e a la rg e numb e r of h . h . 
ig risk prope rties can neither be 

sold or donated, and many ar t·ll • 
e s 1 

in use, the third possibility 

conce r ns th e e stablishme nt of a 1£ · 
se -insurance fund. This fund 

could b e dev e lope d and entered into gradually, 
considering past 

loss experience and the degree of risk th • 
e system 1s willing to 

assume . In order to be truly self-insurance , reserve funds must 

be restricted and used only for payment of losses under this plan. 

A beginning fwid of $30, 000 gradually increased in yearly increments 

would permit the cancellation of all policies covering high risk 

properties, and thereby afford substantial savings in rates for the 

properties on which risk transfer is a necessity. 

The final possibility would arise as a result of the reducation 

in rates effected by the third, namely that savings involved through 

elimination of the transfer of risk for hazardous properties, be 

used to purchase additional amounts of coverage for properties on 

which insurance must be maintained. This would result in no over

all r e duction in the amount of insurance written for the system, and 

could l ead to increased efficiency in appraisal techniques. 

Whatever is done in b ehalf of public education should b e done 

with skill a nd car e befitting the fiduciary position in which admin

istrators find th e m selve s. 
In the pr e sent instanc e , risk trans fe r 

.1 bas e d on a school population 
costs the e quival ent of $3. 18 p e r pupi ' 



of 14,000, and for an expenditure of this m a gnitude, students are 

entitle d to the best possible program of management. 
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APPENDIXES 



APPENDIX A 

AMOUNTS OF COVERAGE BY STRUCTURE 

Item Prop e rty D e scription Structur e - Contents 

R 1 Barks da l e Elem e ntary $ 812,000 $ 93,000 

R 2 Barksdale Phys . Educ. 76,ooo 1,000 

R 3 Burt High 860,000 201,000 

R 4 Byrns Darden Elementary 812,000 115,000 

R 5 Byrns Darden Portable Class 13,000 2,000 

R 6 Central Elementary 364,000 104,000 

R 7 Central Elementary Gym 235,000 12,000 

R 8 Central Cafeteria-Home Ee. 70,000 24,000 

R 9 Central Vocational Ag 18,000 8,000 

R 13 Gre enwood Annex (Old CHS) 1,288,000 160,000 

R 14 Gr eenwood Annex Man. Trng. 43,000 16,000 

R 15 Gr eenwood Annex Portable Class 7,000 1, 000 

R 16 Cobb Ele m e ntary ( 1001 Franklin) 363,000 33,000 

R 17 Cobb Ele m e ntary ( 1007 Franklin) 304,000 44,000 

R 18 Cumb e rland H eights Ele m e ntary 258,000 29,000 

R 19 Cumb e rland H e i ghts Gym 
126,000 

58,000 4,500 
R 20 Cumbe rland H e ights Library 
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Item Property D,3s c r i p tion 
Struc ture - Contents 

R 21 Greenwood Junio r Hi gh $ 702,000 $ 111, 000 
R 22 Greenwood Junior High Gym 

258,000 19,000 
R 23 H ow e ll Elementa ry 

560,000 44,000 

R 24 Howe ll Ele m e nta ry Gym 
80,000 40,000 

R 25 H owell Ele m entary Boile r Room 33,000 

R 26 M oor e E l e m entary 501,000 82,000 

R 27 Moore Eleme n tary Library 59 , 000 12,000 

R 28 Oak Street Elementary 190,000 19,000 

R 29 Ringgold- Main 248,000 30,000 

R 30 Ringgold Cafeteria & Clsrms . 219,000 33,000 

R 31 Ringgold-New Classrooms 112,000 9,000 

R 32 Ringgold Library 57,000 12,000 

R 33 Ringgold Portable Class rooms ( 2) 12,500 2,000 

R 34 R in ggold Portable Class rooms (1) 6,800 1,000 

R 35 R inggold Por tabl e Classrooms (3) 25,800 3,000 

R 36 Nor m a n Smith Ele m entary 512, 000 80,000 

R 37 Norma n Smith A nn ex 105,000 6,000 

R 38 Norman Smith P or tabl e Clsrm . 13,000 2,000 

2 534,000 73,000 
R 39 St. B e thl e h e m Bldg . No . 

3 69,000 6,000 
R 40 St. B ethl e h e m B ld g . No . 

13, 000 2,000 
R 4 1 St. Be th l e h em Bldg . No . 4 
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Item P rop e rty D ~ s c r i p tion 

Str uctur e - Contents 
R 4 2 St. B e thl e h e m P orta b l e Cl 

$ 8,600 srm. 
$ 1,000 

R 43 Woodlawn S chool a nd Gym 
530,000 113, 000 

R 44 W oodlawn Boil e r Room 
8,000 

R 45 Woodlawn Vocationa l Ag 
15,000 4,000 

R 47 N ew P r ovi d enc e Jr . High 1,645,000 296,000 

R 48 Clarksville High School 3,158,000 440,000 

R 49 Byrns Darden Portable Clsrm. 7,000 2,000 

R 50 Byrns Darde n Portable Clsrm. 8, 100 

R 51 Moore Elementary Portable 7,600 1,000 
Clsrm. 

R 52 Norman Smith Portable Clsrms. 21,000 3,000 
( 3) 

R 53 New Montgome ry Central 1,828,862 250,000 

R 54 New Montgome ry Central 146, 138 70,000 

Cafeteria 

R 55 N ew Montgome ry Cen tral Science 146,138 75,000 

R 56 New Mon tgome ry Central Theatre 139,813 25,000 

R 57 N ew M ontgom e ry C entral Food 19, 162 7,500 

Storage 

A 1 Bur t High-K e llogg Stre e t 8,500 1,000 

7,300 1,000 
A 2 B ur t High- K e llogg Str e et 

6 , 000 1,000 
A 3 Burt High -Ke llogg St r e e t 

39,600 5, 000 
A 4 C en tra l-Lon e Q;J. k E l e m e nta r y 
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Item Property D e scription - Structur e Contents 

A 5 Gr eenwood Annex-Lumber St $ 1,500 ge. $ 3,000 

A 6 Greenwood Annex-Clsrms. 
11,000 1,300 

A 7 Gre e nwood Clsrms. 13,200 1,600 

A 8 Greenwood Clsrms. 15,400 

A 9 Palmyra Elementary 95,700 11, 000 

A 10 Roosevelt Elementary 242,000 48,000 

A 11 Sango Elementary 121,000 20,000 

A 12 Greenwood Supply Storage No . 1 22,000 25,000 

A 13 Greenwood Supply Storage No. 2 3,300 4,000 

A 14 Greenwood Supply Storage No. 3 3,300 3,000 

A 15 Bus Shop 19,800 15,000 

A 16 Bus Shop Garage and Storage 3,300 2,000 

A 17 Bus Shop Filling Station 600 

A 18 Bus Garage 2,200 

A 19 Maintenance Shop 
18,700 20,000 

60,000 
Central Offices 

2,000 
Cohn School 

100,000 
Area Technical School 

25,000 

Automotive School 
20,000 

Automotive Body Shop 



Agency 

Allison, Rubel & 
Halliburton 

Barker Insurance 
Agency 

Biggers Insurance 
Agency 

Buckner Insurance 
Agency 

Byers and Harvey, 
Inc. 

Conroy, Marable & 
Holleman 

Goodlett Insurors 

Howard A. Gossett 

Wade Hadley, Jr. 

Kendrick and Rogers 

King, Northington & 
Frost 

Mann and Smith, Inc . 

Fra nk Norris Age ncy 

H. D. Pr ess l e r 

APPENDIX B 

Underwriter 

Royal Indemnity Company 
Aetna Insurance Company 

Home Insurance Company 

Royal Indemnity Company 

New Hampshire 
Glens Falls 

Commercial Union 

Royal Insurance Company 
Home Insurance Company 

Continental 

American Fire & Casualty 

Tenn. Farmers Mutual 

Continental 

US Fire & Casualty 

Newark 
Federal 

Globe Indemnity 
Aetna Insurance Company 

Continental 

We stche ster 

Amount 

$1,356,000 
700,000 

718,000 

851,000 

817,500 
817,500 

1,132,000 

1,400,000 
716,380 

1,387,000 

747,000 

762,000 

1,003,000 

325,000 
627,000 
325,000 

1,300,000 
383,000 

784,000 

706,700 
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