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E. E. CADMUS 
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* 

RECORD 

* * * 
E. W. FRISE 

Asst. Mgr. 

WORKMEN'S COMPENSATION-INSPECTION 
RATING BUREAU OF ~G®A 

207 Broad Grace Arcade 
Richniond 19, Virginia· 

In Reply Refer TQ·· File·,.N o~ ·;.oss 

April 3, 1963. 

STATE CORPORATION COMMISSION FILING: 

- ·Honorable T. NelsouParker, Com.mis~:~!<111er 
Bureall of Insurance 
.Blanton-B~ilding 
Richmond, Virginia 

Dear Sir:~ 

RE: Filing· of Prp;po,sed ;R~t~$J Vinih\ttm _Premiums, and 
Rating Values for Wo~~e11'~ .(loig.tt~n--tio~ Al.surance to be­
come effective J ult, .ai~ ~~l(JS~ on N~w an.d Renewal Business 
only. 

On: .behalf 'Qf all ~eJilbers and subscribers of the Bureau, 
1~ere· is filed .. herewith)}fQif 'the consideration and approval of 
-:the Stat~ :corpQ~•ti9il (Jott.unission, a schedule of revised rates, 
min.im~ pJ:emi:jpns· :'•ng a:ating values f9r workmen's com­
peJ!lllti9n ~ur.aq®• $(); ]l¢.ilQme effective July 1, 1963 on new 
andJ .. ~~i;l,W~.i.·.·.· ·bus····Ql··-:_·:.J!$·-.s.· ()Jd .. ;.J~!.· :T.he revised !ates. have ~een cal­
,culated· m ~a~.o~qA~ce- w;:rtl)\ ltbe countryw~qe; ratemakmg pro-
icedur~ ex~p.t. ~or·'t.~ :~t~strophe charge.c:;wbich: is .covered in 
the Ii~t pa.rag:,n~ph, :~nd represent an average increase due to 
·eXJ>Q#i~nQe ~~f;a~m:%; it)· 'Premium levelfro~ . .the;lev~l of V~rgitiia 
~~tDj' 'iW)lrlch'be:came ;e,ffective July 1, 1962. By 'industry group 
:1lll~,~··fg1J.g:tJg~s.'. iQ: .P~~tnium level indicat9-4 ~r.:e~.erierice. i.~r.~; 
¥-n~«cfU.~g· -~g,·% increase, Contra.ct~g; 2~9·%. ·wcrcel:ls~, 411 
(ltlJ!f~t$.',9.~, ~~us~~, ~ 
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Section 38.1-252(3) of· the Virginia Insurance Laws pro­
vides 'that i:fi th~ makipg of rates dw.e consideration shall be 
given: :to cfl,'tastrt,>phe ha~ards. In previous y~ara, the pates as 
filed have incluq't~U a gene-ral el~ent ,Qf $.01 for each classifica­
tion to pi'ovide· \for su® cata'~.troph~ haz¥ds whether of a 
tra~atiq or d~~ase nat-qre. This p:ru·oceduJi{!. is followed coun­
tryWide and is Ji~lieve:d l>t thet.carrieif$ to ~\the most ~:easona­
ble @.nd ~:nitaQl~ app~oa~ch tQ .. a cat.~$trophe_. charge. However, 
the ;Comnussionilbas :SlloJ\VJl,a ~eluc~ce to~ ~pprQve th¢' proce­
dur~ in r~~ent y:tfJrs beca:(lse of'.Hs effe:ct on1tbe low-rated classi­
fications~ 'ro oo~bnnr wtth therfilesir~~: of tha;-~.Coiipnissio.n,·while 
fir-tnly b~lievitJ:g'~e J91 flij.t ·¢h@ge to~;~, -t}J.~·:\Pref~abl~-.~~thod, 
the allo~anq~- ~or o3tas~tt>.ph~, in tb:e- P-i"ap.qsed ~ates hf!$:. been 
eX:pres$14 a~1-·~rper~ntag~i>fW'~ ca\e~~ted:tto p~p~uce .th~.same 
amount ,of pttemil1Pl o~~r~U ~s wQ:rtld -be .~eali~.ed by jjhe .01 
~barge.- -{Page~~_,,pl}~agnl!Jilb: ~(~f National(}C,)una~l.~s le~t~11-dated 

Apr~ll,.,l9~.J .... ·. • ··.·•· ·• •::::?" 
'Dlie ~~$ig; f~~~\a :-nse:dJ ·i}li tb'e det:~r.ijiil)!~Uion .. c;,'f the ~gvised 

r.Rll.te~, -· - (~q$pi~~ by tl~ tfiQ;l].str!ai t€ommissiqn of Vifginia, 
s~~~l~f~ctal filed , t~· -.carriers nn(ler the~ 

~!~~::i~l~~~,~~j~~~~~ t!~jij!~fi~~e:ii~d·: -;·.ffi ;dat~ ;c~v~~g poij~ ~c ~- rom~ ld}aif~ll X, 195'$! 
.e~iring. thnltttg-'b,. Feb~ 

~~~~~~[~ii~~~~-~iiro:~·ei~tn~~ 10f- Thre~ · ~ - , ,·ell~c;ttve be? 
J_tmilus~w-- t~i~r)~~iri~i~: 

h ........ ~ .. .nolh. 
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(2) For executive officers, a maximum individual payroll 
of $300 per week in lieu of the preset1t $100 per week and a 
minimum individual payroll of $50 per week in lieu of the 
present $30 per week. (Virginia Exceptions ''Executive Of­
ficer''- Rule 6, Section XIII) 

The attached filing memorandum sets forth the rule changes 
and the reasons therefor. Also, included is a Transition 
Program. 

Since the proposed change in payroll limitation is not in­
tended to change the premium to be received by the carriers, 
the revised rates have been adjusted in accordance with proce­
dure set forth in Exhibits V, V-A and V-B of the National 
Council memorandum. These adjustments are based on Vir­
ginia payroll audit data secured from the carriers. The 
Transition Program is intended to eliminate any hardship 
cases which might arise in the Transition from the $100 to 
$300 basis. 

Revision of Minimum Pre·mium. Formula 

Included in this filing are revised Minimum Premiums based 
on the proposed rates and a revised Minimum Premium For­
mula. The present formula established in 1927 is 15 times 
rate plus expense constant. Because· of the change in the 
value of the dollar, the formula is inadequate and it is pro­
posed that the formula be revised to twenty five times the rate 
plus expense constant, (Page 3 of N a tiona! Council ~Iemoran­
dum) subject to the following ceil~g: · 

First year- the minimum premium shall not be greater 
than 1.25 x (15 X· pr.oposed manual rate for first year + ex-
pense constant).. · 

Second year - the .minimum premium shall not be greater 
than 1.50 x ( 15 x proposed manual rate for second year + ex­
pense constant). 

Third and subsequent years- no limitation. 

page 3 ] Oontim,uation of $10.00 Expense Oonsta.nt 

This filing contemplates continuation of the $10.00 Expense 
Constant previously ~pproved to apply July 1, 1963, on new 
and renewal business only. 

Sp~cific Disease Elements 

The present specific disease elements are continued except 

-~~ ~ .r~ 
."\ . >> •.•. 
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for adjustment for the effect of the change in payroll limita­
tion as described in Exhibit IV of the National Council 
Memorandum. 

Premium Discof~tnts and Retrospective Rating Values 

The present Virginia :Premium Discounts and Retrospective 
Rating Values ate continued without change. 

We respectf1;llly request ~pat this filing be approved for 
Virginia aR of the date· ancl in the .manne1• herein proposerl. 

Respectfully filed, 
E. E. CADMUS 

EEC:dvz . Manager. 

EJtr~1.gsqrea : 
• 1. iS·eh¢4~ule ,,o.f ·Ji!p:o,pm~e~i .m:i~te~, Minimtun Premiums, 

etc .. 
2. Filfug ltelljlgr.mrd\l!n ~· FTQPO~.~·ifli ;Qhailges ill Payroll 

Limitatiotf~e;s; ~t·: :tlf~t'~~l!~-~ J~il:d~ Wtan_sition "J?rQgram. 
3. Lett~r:' _ f~o~ __ Nial~~~.~, i¢g1glcij1 ·QJJ C.omp~ns,l!;tion In­

surance dated April. ~, ~j)Ji~·~ai Mlemot~ndum cov~rQJ.g.'•Stand..: 
ard Rate Making P!Jt•"e~Wf:~· ·as t)!:pp)ie~· to. the determiJiatiol1 
of Virginia Manual !8at~tk 

CC: Mr. Norman S. )f]lij'Q~, 1IDonnsel, !State. Oorpotatio1l 
Commission. 

Mr. F. E. Perrin, Industrit4, ·:Oom;m!i~sie)il of Virginia., 
Mr. M. Wallace Moncure, Jr.rAtt;Ci).lm,e~,.{(,j:¢bm(}J;td,.Virgmi,;t•.-, 
Ml'. R. D. Heitzmann,. Asst. G~p,.,lg~~:,. ti~]i:Qn'ftl Oonncil on 

Oomp. Ins. 
Mr·. R. H. Kallop, Actuary, N ationai CO®'Pili ·&~~ Comp.~il$~-

tion Ins. -
• Enclosure #1 above is included as E~blt ~ o'!, l Dl~d. 

with the application. 
Enclosures #2 and #3 above are inol:g.(l~.4! il,l.1 tJilxbibi~, No.:l 

filed 'Wl' ·e~denc~! . 
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page 4] 

* * * * * 
AT RICHMOND, APRIL 5, 1963 

APPLICATION OF 

WORKMEN'S COMPENSATION INSPECTION 
RATING BUREAU OF VIRGINIA 

CASE NO. 16310 

For revision of workmen's compensation rates. 

ON APRIL 4, 1963 came Workmen's Compensation Inspec­
tion Rating Bureau of Virginia and filed on behalf of its mem­
bers and subscribers, comprising all insurance companies 
licensed to write workmen's compensation insurance in this 

·State, proposed revisions of workmen's compensation rates, 
minimum premiums, rules, regulations and procedures for 
writing workmen's compensation insurance in Virginia under 
and pursuant to Chapter 6 of Title 30.1 of the Code and re­
quested approval of the Commission thereof to be effective 
July 1, 1963: and it appearing that a hearing-will be necessary 
before acting upon said- filing and that notic~ of th(l tinu~ 

and place sho-qld be given. 

IT IS ORDERED: 

(1) That this proceeding be instituted to investigate and 
determine: (a) Whether the rates proposed to be charged in 
this State for workmen's compensation insurance as set forth 
in the filing made by the Workmen's Con1pensation Inspection 
Rating Bureau of Virginia are excessive, inadequate, or 
unfairly discriminatory, and (b) Any other-matter which may 
be the proper subject. of investigation; assigned Case No. 
16310, docketed and set fo:r hearing at 10 :00 A.M. on May 7, 
1963 in the· Courtroom of the State Corporation Commission, 
Blanton Building, Richmond, Virginia, at which time and place 
the applicant and all parties in interest desiring to be heard 
shall appear and present such facts and file such data relevant 
to the matters involved as may be desired; 

(2) That applicant publish notice of the time and place of 
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such hearing and the substance of the proposed revisions of 
the rates, minimum premiums, rules, regulations 

page 5 ] procedures and the ·place or places where the exact 
proposed rates, minimum premiums, rules, reg­

ulations and procedures may be seen by any person in in­
terest in at least one newspaper of general circulation pub­
lished in the Cities of Richmond, Norfolk, Roanoke, Winchester, 
Lynchburg, Danville, Fredericksburg, and Alexandria at least 
once a week for two successive weeks beginning at least ten 
days prior to the set for hearing, and that due proof of 
such publication be made and filed herein, which notice shall 
be in substantially the following words and figures : 

"NOTICE TO THE PUBLIC 

"Notice is hereby given to employers carrying workmen's 
compensation insurance under the W ()rkmen 's Compensation 
Act and to the public that Workmen's Compensation Inspec­
tion Rating Bureau of Virgfuia, on ·behalf of its member and 
subscriber insurers, has applied to the State Corporation 
Commission . for permission to make certain changes and 
modifications in rates, minimum premiums, rules and regula­
tions to become effectiv:e July 1, 1963, on new and renewal 
business. These .proposals inv()lve incteases in 327. instances, 
decreases U1 251 instances, ~d no change in 92 instances and 
an over-all .increase in r~tea due to experience ~nd. provision 
for catastrophe of 5%., b_Edn,g ~.t.s in9:rea8e of 6.1% ·for the 
manufacturing classificatlq:gs,. 1p1 inere4se of 3.9% for con­
tracting classifications, and an ine.rease of 5.3% for all other 
classifications. 

''The exact workmen's compens~J,~tio.n· r1des, minimum pre­
miums, rules, and regulations, increases, .and decreases may 
be seen at the Bureau of Insnrailce., '801 Blanton Building, 
Richmond, Virginia, and copies of ~the filing Illay be seen at 
the office of the Workmen's Compensation Insp¢~tion Rating 
~ureau of Virginia, 207 Broad-Grace Arcade, :Richmond, Vir-
ginia. . 

''The State Corporation Commission has s~t for hearing 
· (Case No. 16310 ), the proposed rates, min.imum premiums, 
rules and regulations in the Court room of: the State Corpora­
tion Commission, Blanton Building, Richmond,. Virginia, be­
ginning at 10 :00 A.M. on May 7, 1963, at' which time and place 
.All pe;rsQns or corporations in interest 'tn&rY appear and be. 
heard. ·· · 
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"WORKMEN'S COMPENSATION INSPECTION 
RATING BUREAtT OF VIRGINIA" 

and 
(3) That an attested copy hereof be sent to the applicant, 

207 Broad-Grace Arcade, Richmond, Virginia, National Coun­
cil on Compensation Insurance, 200 East 42nd Street, New 
York 17, New York, M. Wallace Moncure, Jr., Mutual Build­
ing, Richmond, Virginia, counsE:'l for the applicant, thE:' In-

dustrial Commission of Virginia, Virginia Manu­
page 6 ) facturers Association, 300 West Main Street, 

Richmond, Virginia, Frederick T. Gray, StatE:' 
Planters Bank Building, Richmond, Virginia, counsel for Vir­
ginia Manufacturers Association, and to the Bureau of 
Insurance. 

A True Copy 
Teste: WILLIAM C. YOUNG 

Clerk of State Corporation Commission. 

_page 7 ] 

* * * * * 
APPLICATION OF 

WORKMEN'S COMPENSATION INSPECTION 
RATING BUREAU :oF VIRGINIA 

CASE NO. 16310 

For revision of worl¢len 's compensation rates. 

PRESENT: 
COMMISSIONERS · 
RALPH T. CATTERALL (Chairman) 

H. LESTER HOOKER 
(Chairman Catterall·presiding) 

APPEARANCES: 

M. Wallace Moncure, 
Counsel for Applicant 

Frederick T. Gray, . : · ·. · 
Counsel for Virgblia Manufacturers Association, 

Intervener 

Norman S. Elliott; 
Counsel tor th~ Commission 
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page 8 ) 

* 

Date of Hearing 
May 7,1963 

* * * * 
!\{r. Moncure: Yes. There are a few rninor things that have 

to be gone into, and the opposition has son1ething new. 
Chairtnan Catterall: I understand that they have something 

logical. Just hand your notices to the bailiff, and we will hear 
from the opposition. 

Commissioner Hooker: !\Ir. ~Ioncure wants to make his state­
ment. 

Chairman Catterall: Do you want to 1nake your statement 
first! 

Mr. Moncure: I would like to make it, and get it into the 
record. 

If the Commission please, the filing under consideration to­
day covers the annual adjustment of workmen's compensation 
rates based on the latest available Virginia experience compiled 
by the Industrial Commission. . 

The standard ratemaking proeedure has been used by the 
National Council on Compensation Insurance in 

page 9 ] the calculation of the proposed rates, with the ex-
ception involving the catastrophe charge and since 

these procedures have been considered and accepted by the 
Commission in previous annual revisions it is suggested that 
our evidence in respect thereto be accepted in a documentar~T 
manner. We will offer very complete exhibits covering the 
various steps in the ratemaking procedure but for the Commis­
sion's enlightenment, I should like to sunnnarize these steps 
and state for the reeord the changes in premium level indic.ated 
for the various industry groups: 

1. Average changes in premium levels were calculated for 
the three industry group~, .. Manufacturing, Contracting, and 
All Other, based on the Virginia experience for policies becom­
ing effective during the petiod fron1 :March 1, 1959 to Febru­
ary 28, 1961 and expiring through February 28, 1962, plus the 
experience of Three Y car· Fixed Rate Policies becoming effec­
tive between January 1, 1957 and December 31, 1958 and ex-

piring through December 31, 1961. 
page 10 ] 2. Distribution of the industry group changes 

in premium levels was effected.:amQpg the various 

• 
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classifications within each group as indicated by the Virginia 
experience for policies becoming effective during the period 
from March 1,1950 to February 28, 1961 and expiring through 
February 28, 1962, plus the experience of Three Year Fixed 
Rate Policies becoming effective between January 1, 1957 and 
December 31, 1958 and expiring through December 31, 1961. 

3. A rate level adjustment factor of 1.033, based on Virginia 
experience for the twelve .month calendar period ending June 
30, 1962 was utilized. 

4. Change in correction for off-balance due to the experience 
rating plan of 1.010 based on the latest available data submitted 
by the Industrial Commission has been applied. 

5. An expense allowance of 32.0 per cent including 2.5 per 
cent for profit and contingencies and continuation of the re­

duction from 3.0 to 2.5 in the tax item to reflect the 
page 11 ) credit against maintenance fund taxes ordered by 

the Industrial Commission of Virginia has been 
used. We have been advised bY the Industrial Commission that 
this credit will be continued. · 

The changes in average premium level by industry group 
due to experience and exclusive of a catastrophe allowance are: 

Manufacturing 
Contracting 
All Other 
Overall 

4. 7 per cent average increase 
2.6 per cent average increase 
3.9 per cent average increase 
3. 7 per cent ave~age increase 

Now, as to the need for a catastrophe charge, the Virginia 
Insurance laws make express provision, Section 38.1-252 (3) 
providing that in the making o( rates due consideration shall be 
given to catastrophe hazards in addition to due consideration 
to past and prospective loss experience. In the past the rates 
as filed have included a general element of $.01 per One Hun­
dred Dollars of payroll for each classification to provide for 

such Catastrophe hazards whether of a traumatic or 
page 12 ) disease nature. This procedure is followed coun-

trywide and is believed by the carriers to be the 
most reasonable and equitable approach to a catastrophe 
charge. However, the Commission has shown a reluctance to 
approve the procedure in recent years. To. conform with the 
desires of the Commission, while firmly believing the .01 flat 
cJtarge to be the preferable method, the allowance for catastro­
phe in the proposed rates has been expressed as a percentage 
of 1.3 calculated to produce the same amount of premium over­
all as would be realized by the .01 charge. 

·.· 
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The refiling of the catastrophe charge expressed as a per­
centage will produce the following changes in premium level, 
including the changes due to experience. 

Manufacturing 
Contracting 
All Other 
Overall 

6.15 per cent increase 
3.9 per cent increase 
5.3 per cent increase 
5.0 per cent increase 

There also has been filed a proposal to change the limitation 
on the amount of payroll used for premium com­

page 13 1 putation purposes from One Hundred Dollars to 
Three Hundred Dollars per week. The records of 

the Commission will show that the payroll limitation rule 
changes were initially filed in Virginia as a part of the annual 
rate revision in 1958 and ·following hearing on May 1, 1958, the 
changes were disapproved by the Commission. Since that time 
the program has been favorably received in many States and 
a Transition Program has been introduced to provide an or­
derly and equitable transition from the One Hundr~d to Three 
Hundred Dollar basis. From the Virginia standpoint, payroll 
audit data has been secured. from the carriers in substantial 
volume so the effect of a changeover from One Hundred to 
Three Hundred Dollars c~,pt be accurately measured. 

Chairman Catterall: You mean Three Hundred Dollars a 
weekf 

Mr. Moncure: That is where the cut-off comes, and the rea­
son for that is shown in the evidence. Here you will find a man 

working only forty hours per week, and making 
page 14 1 One Hundred and Sixty Dollars, and they only pay 

on the Hundred Dollars, whereas, the chap across 
the street, with forty hours of exposure, and there are many 
industries where the supervisors get that rate in salary, but 
they will have to pay the same rate as· the man pays across the 
street for the man making only Twenty-Five Dollars a week. 

Chairman Catterall: Is compensation based on his total Y 
Mr. Moncure: No, they cut him off at a Hundred Dollars. If 

he gets a Hundred and Sixty, the Sixty goes out, and the Hun­
dred Dollars is all that he gets, whereas, the chap across the 
street pays the same rate. 

It produces no more cents in premiums because there is a 
product they can take off the Manual rate. The total dollars 
do not change on your Manual rate. There are some inadequa-
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cies that occur, and these gentlemen have a plan to work them 
out, and that has been adopted in all but eight States. No 

longer is the Hundred Dollars the limitation figure. 
page 15 1 Commissioner Hooker : The purpose is to make 

them equalT 
Mr. Moncure: Yes. ·These things are above my head, but I 

do understand that one. 
Chairman Catterall: Go ahead. 
Mr. Moncure.: Today's filing, therefore, includes a refiling 

of this program and we will present testimony covering all 
phases of the matter and supporting exhibits. The proposal 
does not contemplate increasing premiums over those obtained 
under the present limitations and the offsetting reductions in 
the rates are intended to accomplish this purpose. For Vir­
ginia, the offsetting reduction in rates overall is 6.6 per cent. 

I should also like to coonment very briefly on the proposed 
revision of the minimum premium formula which is also a 
part of the filing. The present formula was established in 1927 
and is obviously inadequate because of the change in the value 

, of the dollar which has taken place over the ·years. When the 
formula was originally established, the annual av­

page 16 ] erage wage was approximately Fifteen Hundred 
Dollars and is now considerably more than twice 

that amount. The filing, therefore, proposes that the present 
formula of 15 x rate + expense constant be changed to 25 x 
rate + expense constant, $Ubject to the following ceilings: 

First year__:. the minimum premium shall not be greater than 
1.25 x (15 x proposed manual rate for first year + expense 
constant). 

Second year - the m.inimunt premium shall not be greater 
than 1.50 x (15 x proposed manual rate for second year + 
expense constant). 

Third and subsequent years-no limitation. 

It is requested that the proposed rate revision and other 
items contained in the filing be made effective July 1, 1963 on 
new and renewal business. 

Mr. Robert D. Heitzmann, Assistant General Manager and 
Mr. Roy H. Kallop, Actuary of the National Conn­

page 17 1 cil on Compensation Insurance, are present and 
will testify to the standard procedures used by the 

Council in determining the revised rates. 
Mr. Heitzmann will present the payroll business because he 

has made a study of it, and we have taken a long period in 
Virginia to see what real effect it will have on our payroll. 
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Chairman Catterall: What happened to your one per cent 
for occupational disease 7 

Mr. Moncure : That is not the catastrophe. 
Chairman Catterall: You worked your catastrophe into your 

rate base, but the overall basis is higher. You mentioned going 
up six per cent, and going down six per cent. Are these rates 
going to be higher after that six per cent? 

Mr. Moncure: No. The rate percentage-wise will be de­
creased to take into account much more payroll by the change 
for the test, and the 6.6 figure will make that adjustment so the 

same figure is received. 
page 18 ] Chairman Catterall: But you began by saying 

that there would he a six per cent decrease in 
rates. Is the rate fixed after this adjustment T 

Mr. Moncure: No. The overall increase set forth contem­
plates an overall five per cent increase in premium. If more 
payrolls are used and we did not have the six per cent reduc­
tion factor then too much premium would result - as I under­
stand, it makes no particular difference, because it is the sole 
purpose to make a premium adequate to pay the losses. That 
came into the figure. It is like the old Rate Level Adjustment 
Factor. They make them up and downward to cover the pro­
posed rate, and we have been losing money, and there is no 
change, but there is a truing up to make the relationship. 

The best illustration I can make is that if the proper one is 
not bearing the load, then the others have. to bear it. 

Mr. Gray: Are we in agreement that the overall proposals 
which you are making would have the effect of raising rates 3.7 

per cent without the catastrophe loading; and, with 
page 19 ] the catastrophe loading, it is five per cent! 

Mr. Moncure. Not rates. I believe Mr. Heitz-
mann can explain that better than I. . 

Mr. Heitzmann: If the rates are reduced 6.6 per cent, and 
applied against higher payrolls the premium produced will be 
3.7 per cent higher. The same premium will result if the $100 
limited payrolls are applied against the rates without the 6.6% 
reduction. 

Mr. Gray: As you are saying it, it sounds as if you say, "If 
you will grant us the maximum payroll, the effect will be that 
the insurance companies will take in the same amount of 
money." 

Mr. Heitzmann: No, Sir. 
Mr. Gray: But that is only true of the ... 
Mr. Heitzmann: We are asking for a 3.7 per cent additional 

premium. 
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Mr. Elliott: Before the allowance for catastrophe. 
Mr. Heitzmann : You said before the allowance for ca tastro­

phet 
Mr. Elliott : Yes. 

page 20 ] Chairman Catterall: To sum it up, the lower 
rate will produce higher premiuiJns because it will 

be based on Three Hundred Dollars per week instead of One 
Hundred Dollars per week. 

Mr. Elliott: I think that is correct, Judge. The overall filing 
requests an increase in premium of 3. 7 per cent plus the effect 
of the catastrophe, which may raise it to five per cent. 

Mr. Heitzmann: That is correct. 
Mr. Elliott: The 6.6 per cent reduction he spoke of has 

nothing to do with the overall premiums to be collected. That 
is a matter of redistribution of the various classes of the rates 
to be changed. Take, for instance, a rate that the statistics 
would indicate would be a ninety-eight cent rate for a classifi­
cation, but, since more payroll is to be available to apply the 
rate to, then that ninety-eight cent rate would be ninety-one 

cents, we will say, but the fact to bear in mind is 
page 21 ) that that has nothing to do with th(l overall pre­

mium of the Company. It is a mattE'r of distribu­
tion among the classifications. 

Mr. Moncure : That is correct. 
Chairman Catterall: Mr. Gray, what are your objections to 

this proposal f 
Mr. Gray: 11! e are here on behalf of th.e Virginia Manufac­

turers Association, which appears annually to assist the Com­
mission in getting at the facts in this matter, and, again this 
year, we have employed the firm of Bowles, Andrews and 
Towne to assist us in analyzing. the filing of the National Coun­
cil, and assist us in making recommendations. I believe you 
have been supplied copies of this original red document. 

Chairman Catterall: File one as if it were a pleading. 
Mr. Moncure: I think it would be well to file our reply brief. 
Chairman Catterall: We will first file these as if they were 

pleadings. 
Mr. Moncure: They are usually filed as exhibits. 

page 22 ] Mr. Elliott: We have first the filing. 
Chairman Catterall: You don't make that as an 

exhibit' you don't treat that as an exhibit at all' 
Mr. Moncure: I would usually file it as Exhibit No. 1. The 

filing is a part of the record, of course, without being an exhibit. 
Mr. Elliott: It may be a part of the record, but it is a part of 

the evidence, and I think it should be filed as an exhibit. 
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Chairman Catterall: The filing, including the letter of trans­
missal, is received as Exhibit No.1. 

Then the Virginia Manufacturers Association's Statement by 
Bowles, Andrews and Towne, including the Supplement to 
Recommendations, No. 3, and Recommendations, No. 4, - -

Mr. Gray: If you are· going to include it all in one, we have 
received notice from the National Council that the Industrial 
Commission has made a recalculation, and I ~ant to file Sup­
plement B, which is a Suppleme~t to Recommendations 3 and 

4. 
page 23 ) ° Chairman Catterall: We will call the statement 

of Bowles, Andrews and Towne Exhibit No. 2; and 
the Supplement to Reco~enda:tions Exhibit No.3; and No.4 
will be Exhibit No. 3; and the Revised Exhibit B will be Ex­
hibit No.4. Now, we have "Reply to Bowles, Andrews and 
Towne Analysis Workmen's Compensation Rate Filing,'' and 
that will be Exhibit No. 5. 

Mr. Moncure: We found in Exhibit No.1 that there are four 
pages in which there were some clerical errors, and, if we 
could call this 1-A, that would get the record correct. 

Chair-man Catterall: Call it Exhibit No. 0 6. That is the table 
of clerical errors to correct four pages of filing. That will be 
Exhibit No. 6, and I deem that to be substituted for correspond­
ing pages in the filing. 

Mr. Gray: I have one other matter to straighten out. We 
have clerical errors too. 

Chairman Catterall: We could keep on filing them indefi­
nitely. 

Mr. Gray: In the last paragraph on page 17, 
page 24 ) second line, the figure Thirty-Five Dollars should 

be Thirty-Seven Dollars, and the figure Fifty­
Eight Dollars and Thirty-Three Cents should be Sixty-One 
Dollars and Sixty-Three Cents. 

Chairman Catterall: Exhibit No. 2 is corrected as indicated 
byoMr. Gray. Now, go ahead, and tell us your objections to this 
filing. 

Mr. Gray: The nature of our recommendations as to the filing 
0 are set forth in Exhibit No. 2, and the first of them is, as it was 
last year, an objection to the catastrophe loading. This matter 
we went into very thoroughly last year, and the Commission 
made the determination that the carriers were not justified in 
the one cent loading for the catastrophe. 

Chairman Catterall: We objected to the one penny being 
purely arbitrary, and suggested that thev include it in their 
filing. 0 • 0 
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Mr. Gray: They dressed the same old horse up and brought 
him back. They are no more justified in filing it this way than 

before. 
page 25 ) Chairman Catterall: That is Issue No.1. 

Mr. Gray: Issue No. 2 is one that is not an issue, 
but one of comment and deals with the Rate Adjustment Factor, 
and last year we did make an issue and said that the result 
would be that this loading would be 1.6 per cent instead of 
2.5 per cent, and the 2.5 per cent was the assumed figure and 
not predicated on any basis, and, for that reason, we objected 
to it. If we deal with the actual figures, and let the chips fall 
where they may, that is, up or down, that is the way it should 
be done. 

Almost immediately after the hearing, the National Council 
held their meeti~gs and adjusted from 2.5 to 1.5; and so this 
year, on the latest information, we hope we are at 1.5 and 1.6, 
but it is the principle of that issue. Rather than assun1ing a 
figure, we ought to deal with the figures we have. 

The third recon1mendation is a ntatter merely of principle 
again. It is not a question of any dollars to the 

page 26 ) Virginia Manufacturers Association because this 
deals with the n1inimum premiu1n formula. The 

National Council has suggested that the Commission's rule 
waives that. We don't have any manufacturers that have a 
payroll of less than Twenty-Five Hundred Dollars, so that we 
are not affected from a dollar and cents standpoint, but this is 
actually the other side of the coin we are going to talk about 
when we get up from. the One Hundred Dollars to the Three 
Hundred Dollars schedule. 

It does not make a lot of sen~e to me, and I an1 like ~Ir. l\Ion­
cure on some of this, I am sure I don't understand it even as 
much as he does, but I see some of it with a little brighter 
light, and don't see how we come up from the same figure to 
this. It seems that the minimum calculation is calculated on 
One Thousand and Forty, and I don't se~ why he should be 
required to pay ou the minimun1 payroll of Twenty-Five Hun­
dred Dollars. The man who makes a minimum wage, the 
charge is as if he was making Fifteen Hundred Dollars a year, 

and he becomes a clahnant under the W ork1nen 's 
page 27 ) Compensation policy, he is uot going to hP cmn-

pensated as if he was making Twenty-Five Hun­
dred Dollars or Fifteen Hundred Dollars. He will be conlpen­
sated as if he was making One Thousand and Forty Dollars. 
That is what they are compensated on, but the carriers are 
collecting on more than the One Thousand and Forty. 
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Chairman Catterall: They are assuming the factory has only 
one employee. 

Mr. Gray: Yes. 
Chairman Catterall: If they had two employees, it would be 

hard to keep under Twenty-Five Hundred Dollars f 
Mr. Gray: Yes. · 
Chairman Catterall: This is not compulsory Y 
Mr. Gray: No. 
Chairman Catterall: If they had one employee, it could beT 
Mr. Gray: Yes. 
Chairman Catterall: So we are not talking about anything 

that is apt to happen f 
Mr. Gray: No, but I think this is a perfect weap­

page 28 ) on by which they can go to ~he manufacturers and 
say---

Mr. Elliott: There are fourteen hundred risks affected. 
Chairman Catterall: Fourteen .hundred have payrolls which 

are less than Fifteen Hundred Dollars a year! 
Mr. Elliott: This Exhibit No. 5 shows that for 1961 there 

were fourteen hundred and fifty-seven risks. 
Chairman Catterall: Those would have· only one or two em-

ployees. 
Mr. Elliott: I don't know how they are arrived at. 
Chairman Catterall: We will put thil3 down as Issue No.3. 
Mr. Gray: We see that as discritmination to the employer 

with one person or two persons who want to carry the insur­
ance, and to raise it to this level would make it discrimination 
for that person who wanted to carry it for those two employees. 

The fourth recommendation is a rehash from 
page 29 ] last year, the correction of the factor for off-

balance. We have two objections. We disagree 
with the loading for off-balance altogether~ We think it is mul­
tiple ratemaking procedure to make the off-balance correction 
factor. We don't think it is sound to begin with. 

Chairman Catterall: How do you define the ''Off-Balance 
Correction Factor'' T 

Mr. Gray: In the time I have had to study it, and from the 
best information Mr. Goddard has given me, it is like a little 
coloring machine. You put a certain amount of water at this 
end, and it comes out at the other end, and you find out you 
don't have enough, and you assume that something is wrong 
with the machinery, and you pour in some more water, and 
that is the only justification for it. 

Chairman Catterall: I thought the trouble was that ·where 
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you have good experience, you collect more premiums to make 
up for the bad experience. 

Mr. Gray: Mr. Goddard will explain that. 
page 30 ) Chairman Catterall: It is similar to demerit 

rating. 
Mr. Gray: The other point we have other than the fact that 

we disagree with it in its entirety, we feel that there should be 
no change in it this year for the same reason National Council 
said there should be no change last year. The general revision 
is on two year figures, and last year they did not have one year, 
and the one year they had in.dicated a decrease, they had one 
year, and missed a year, and now have another year, and now 
that it went up, they indicate that it should be decreased. 

We say let's put it uniformly, and wait until next year when 
we have two years. Let's make the figure for two years. 

And the final objection is the proposed change from One 
Hundred Dollars per week to Three Hundred Dollars per week. 
I can't understand why this man who is receiving One Hundred 
and Fifty Dollars per week, why does he not get more preferen-

- tial treatment Y 
Chairman Catterall: Does he not get more money if he is 

injured! 
page 31 ) Mr. Gray: No. 

Chairman Catterall: He does not get any more 
benefits! 

Mr. Gray: No, Sir. He does not get a Hundred Dollars per 
·week, but the effective salary for benefits. is Sixty-One Dollars 
and Sixty-Seven Cents, and his weekly benefit is Thirty-Seven 
Dollars per week. Thel'efore, if he is making a Hundred Dollars 
per week, he is paying more because, based on the Sixty-One 
Dollars and Sixty-Seven Centst and he is paying more than his 
part of the load, and, if he makes Three Hundred Dollars pe1· 
week, he will be compensated on the same basis as the first 
worker. 

Chairman Catterall: The Three Hundred Dollars is not 
geared to the insured worker's compensation 7 

Mr. Gray: No, Sir. 
Chairman Catterall: It is not geared to the workman's c.om­

pensation! 
Mr. Gray: No, except what he pays. 

page 32 ] Chairman Catterall: He does not pay,. but the 
employer is still made to pay for it 7 

Mr. Gray: It is on the basis that a man, if he can afford to 
pay his employee Three Hundred Dollars a week, then this 
poor employer over here can't pay his employee so much, but 
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why should he get the preferential treatment because he pays 
moref 

Chairman Catterall: Your point is that the employee gets 
the benefit from it, but not the employer 7 

Mr. Gray: No. The proposal here is that the amount the 
employer pays for this employee shall not be computed on a 
limitation of One Hundred Dollars per week, but on Three 
Hundred Dollars per week. · 

ROY KALLOP, 
page 33 ) a witness introduced on behalf of Applicant, being 

first duly sworn, testified as follows : 

DIRECT EXAMINATION 

By Mr. Moncure: . 
Q. Give the Commission your name, occupation, and address. 
A. My name is Roy Kallop. I am the Actuary of the National 

Council on Compensation Insurance; and I live in Yonkers, 
New York. 

Chairman Catterall: We all know this gentleman's experi­
ence. 

Mr. Moncure: 
Q. This filing was made on the basis of the usual statistics 

from the Industrial Commission for making the premiums on 
industrial compensation insurance adequate to pay the losses, 
which has been approved by this Commission Y 

A. Yes. 
Q. Now, coming to the first step, I might ask you this, so the 

Commission can know exactly what we are talking about. I 
know that they know this, that when you get the 

page 34 ) percentage, is that not distributed among the vari­
ous classifications, divided up so as to produce the 

premium dollar 7 
A. Yes. 
Q. Comi~g now to the catastrophe losses, tell us what you 

have done this year different from last year, and the reasons 
for it. 

A. Yes, Sir. In previous years in Virginia we have filed our 
standard procedure which called for an even distribution of 
catastrophe premium among the various classifications. Spe~ 
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eifi.cally, it was one penny for each dollar of a payroll. This 
penny covers each type of classification. A few years ago we 
filed two pennies, one for the catastrophe losses and the other 
for occupational diseases; and in the last two years these were 
combined to cover the catastrophe allowance for both types of 
emergencies. 

We know that in the past years the Corporation Commission 
has been concerned with the facts with respect to the low-rated 
classifications, specifically clergymen, lawyers, and doctors, 
where the Manual rate may be only four or five cents, and that 

the increase of one penny made a difference 
page 35 ] dollarwise in rates, although the dollars were quite 

normal. We still feel that the penny expenditure 
for the classification is the preferable method, but in our com­
mittee this year, in view of the Commission's approach on small 
classifications, we reviewed the percentage classification meth­
od. It is a good method, but the penny distributed among th~ 

, classifications is the most desirable one. 

Chairman Catterall: Don't you have statistics covering occu­
pational diseases relating to things like silicosis T 

A. For certain classifications they have, that is, for a plan 
producing things bearing on pneumoconiosis and silicosi~, thena 
is a specific element in these rates for these diseases. 

Q. That would be in lieu of the one per cent! 
A. No. Sir, it would be in addition. The general would b(\ 

for these, and the traumatic catastrophe. 
Q. In other words, the one penny, or 1.3 per cent is to cover 

cases where you c()uld not imagine anyone having 
page 36 ) an occupational disease, and then you have a spe­

cific loading where you know there is a chanc·e of 
their having an occupational disease 7 

A. Yes. 
Q. I can't imagine anyone in the State Corporation Commis­

sion ever having an occupational disease unless it was from 
the air conditioning. 

A. There have been cases where chemicals would affect 
workers, and you could have an emergency of that type rather 
than all types of classifications. 

Q. Have you ever paid any occupational disease payment or 
compensation to a clerical worker in an air conditioned build­
ing! 

A. I do not have any statistics to say ''Yes'' or ''no.'' I 
imagine they could be allergic to certain types of soap that you 
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use, or maybe ink that might be used or things of that sort. It is 
not a common thing. 

Mr. Moncure: 
Q. Anyhow, you throw it in in all the States t 
A. Yes, Sir, in all of the States that I am aware of there is a 

penny catastrophe loading, which would cover the traumatic 
and disease coverages. I believe there are a few 

page 37· ] · States where the one cent is just for the traumatic. 

Chairman Catterall: Let the witness define a ''traumatic 
catastrophe.'' 

A. There has been confusion in recent years in what we 
speak of as a catstrophe, and what many people think of as a 
catastrophe. We are not speaking of a momentous catastrophe, 
something earthshaking. We are drawing a line in our factor 
for something that is an abnormal event. It is something that 
you cannot rely on in the future. It is not the pattern that you 
can anticipate as to what losses will occur in the future. 

This rate, we believe, should involve accidents where more 
than one person is injured, and we accept a portion of this loss 
into the rate-making system. Specifically, in Virginia, I believe 
the formula calls for losses up to Nineteen Thousand, Five Hun­
dred Dollars to be used in the development of our ratemaking 
procedure. The losses above that, we believe, do not occur 
within any regularity, so we cannot put any ·faith in these fig-

ures as to what to expect for the forthcoming year. 
page 38 ] For your information, I have taken some of the 

actual losses -which have been in excess of this 
amount for the last six policy periods. The~e are rounded num­
bers, and contain the figures put in the following years: 

1955-1956, the excess was Thirteen Thousand Dollars for the 
first year. 

The next year, 1956-1957, One Hundred and Sixteen Thou­
sand Dollars was eliminated. 

The next year, 1957-1958, there were no loss amounts in ex­
cess. 

The follo~ng year, there was Forty-Eight Thousand Dollars 
eliminated. 

Mr. Elliott: 
Q. That was the year 1958-1959! 
A. Yes. 
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The next year, 1959-1960, there was One Hundred and Ten 
Thousand Dollars eliminated. 

The latest year, it was Sixty Thousand Dollars in one case, 
but this would have an effect on the classifications, but not an 

effect on the rate level. 
page 39 ] These are actual losses, and not converted into 

the latest rate level and adjustment expense. I 
point this out because Mr. Goddard asked for some figures ou 
the last two years, and I understand he has some different 
figures. 

Chairman Catterall: What do these pennies add up to in 
premiums! 

A. The small item - - -
Q. I want to know what the pennies amount to in premiums! 
A. That, again, is something we would have to calculate. We 

have no penny loading. 
Q. This year it is going to be 1.3 per cent of the premium Y 
A. Yes. 
Q. So if you take 1.3 per cent of your premium, do you know 

what that ist 

Mr. Moncure: 
Q. May I help you! Take your premium total, and take the 

percentage figure of that. What is the. figure that you get, 
what is the figure you come up with; and that is the question 
Commissioner Catterall asked you. 

A. That is a mathematical calculation. 
page 40 ] ...4.. I will then ask you to make the calculation. 

He wants to know how many dollars the 1.3 per 
cent will be applicable to! 

A. I have calculated simply for verification, Two Hundred 
and Thirty-Four Thousand Dollars. 

Q. Is that reduced or raised by the Rate Level Adjustment 
Factor, and by what approximate amount! 

A. Yes. The premiums collected for the catastrophe losses 
would be reflected in the calendar year data, and that would 
have the effect of reducing this amount by approxin1ately half, 
so we would be receiving around One Hundred and Seventeen 
Thousand Dollars. 

Q. In other words, the Rate Level Adjustment Factor 
would reduce that by about half! 

A. Yes. 
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Chairman Catterall: That is so paradoxical that we. should 
have it explained. 

Mr. Moncure: 
Q. What is this Rate LevEll Adjustment Factor, and how 

does that operate Y 
A. The premiums will include the amounts 

page 41 ) collected for catastrophe, and if there were any 
·losses in excess of these limitations for a calendar 

year, they would also be included. 
So, on the loss side, if you· do have amounts above the 

limitations, this would increase the Rate Level Adjustment 
Factor, but the premium you are collecting for this 1.3 per 
cent would have the effect of reducing the premium figure by 
half. That would leave you one-half of thE' Two Hundred and 
Fourteen Thousand Dollars. 

Chairman Catterall: I still can't understand that. ~~r. 
·~£oncure is a lawyer. Let him sum it up, and then you can 
tell us if he is correct. 

Mr. Moncure: If you take your Rate Level Adjustment 
Factor, and include your premiums collected on your 1.3 per 
cent catastrophe, and include it in your total premium receipts, 
you change the premium, without it in there, down to, say, 
1.29 per cent, which has the effect of taking fifty per cent of 
the 1.3 per cent into the Rate Reduction. Is that what you are 

trying to tell us Y · 
page 42 ) A. Expressed another way, if you were collect-

ing premium losses, and not paying losses, if in 
the current year involved there were no· catastrophe losses, 
in lieu of realizing the 1.3 per cent of the catastrophe losses, 
you would only collect one-half of that, which would be six­
tenths of one per cent, or seven-tenths of one per cent. 

Chairman Catterall: I can't understand it to save my life. 
It does not make any sense. 

Mr. Moncure: This Rate Level Adjustment Factor­
Chairman Catterall : It puts them down. 
Mr. Moncure: It puts them up as often as down, and the 

Rate Level Adjustment Factor jumps to down because you 
are getting this much premium, and if you have the 1.3 per 
cent for catastrophes, and no catastrophe occurs, you have 
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that figure and your Los~ Adjustment Factor says you have 
no more. 

Chairman Catterall: I understood th~ AdjustmPnt Factor 
always went up. 

1\fr. J\.foncure: That Rate Level Adjustm~nt 
page 43 ) Factor is like a sign on the railway, and wh(ln 

you are getting it too high, it shows u~ that, ancl 
we look at past history when the companies wf.lr(l getting too 
much premium, and that Rate Level Adjustnwnt Factor was 
put in, and it was r<:'duced; and the next year there has been 
a difference, but the whole idea h~ to get the right amount of 
premium to pay the losses. 

Chairman Catterall: If the losses produce that much loacl­
ing for one year, then you wi11 give it back the next year! 

A. Yes. 

1\I r. Moncure : 
Q. I have asked you to prPparP for mf.l an Pxhihit showing 

the rates which would havf.l heen had you ignorNl your catas­
trophe coll(lctions, and thrown your catastroplw lo~~N.; into 
the ratemaking procedurf.l, that i~, put thNn in a~ a loss! 

A. Yes. 
Q. Have you made that for me f 
A. Yes. 

1\lr. ~{oncure: I ask that that be receh·ed as Exhibit 
No.7. 

page 44 ) Chairntan CattPrall: That will be l'(lceh·ed as. 
Exhibit ·N"o. 7. 

Tell us what the abbreviations mean, "MFG" and 
"CONT," on that statement. 

A. That is '.'Manufacturing," "Contracting," and All 
Other. 

~fr. Moncure: 
Q. Now, look on the line and tell us, in the first column 

there, what is the request for rates covered in this filing; point 
out that line to us. 

A. The top half of the exhibit is what we have actually filed, 
specifica11y referred to a~ Line 5. This show~ tlw changP iu 
rate level due to exp(lri(lnce which overall produces the three 
per cent increase. 
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Q. That is on your method of not throwing in the losses 
you define as "catastrophe!" 

A. YeS'. 
Q. Drop on down to the next column, and tell me whether 

you have put in your so-called catastrophe losses there T 
A. Now, you are talking about the one where 

page 45 ) the catastrophe losses areT 
Q. Yes. · 

A. That is showing the 3.9. 

Mr. Elliott : 
Q. As distinguished from the 3.7! 
A. Yes. 

Mr. Moncure: 
Q. And there is a difference there of two per cent! 
A. Yes. 
Q. While we are looking at this, it may be of help on the 

Rate Adjustment Factor on the ''A. 0. '' your Line 5, it is 3.9 
per cent, whereas, when you come down to throwing in the 
catastrophe, you come in with a lesser factor of 3.6 per cent. 
Is that the result of throwing in the catastrophe losses! 

A. Yes. There was no catastrophe in the "All Other" 
group. In fact, all of the catastrophe included in the rate 
level was in the manufacturing group. 

Q. So, if the Commission saw fit to show catas­
page 46 } trophe losses in genE:'ral ratemaking, our applica­

tion would be the figures in Line 5, or a total 
increase of 3.9 per centY 

A. Yes, sir. 

Mr. Moncure: All right, that is enough about catastrophe. 
Mr. Gray: Would it be helpful if we took it issue by issue T 
Chairman Catterall: I believe it would be helpful to cross 

examine on this, and we could all be thinking about it. 

CROSS EXAMINATION 

By Mr. Gray: 
Q. You spoke about a person having an allergy to soap 

or an allergy to ink, from which they could have an occupa­
tional disease. Would that allergy be so unusual as to come 
under the penny! 
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A. The penny allowance is to cover both the catastrophe 
on a traumatic accident and also on situations where you do 
have an emergency of diseases. It represents both. It is 
something unknown. 

Q. Is it something we don't know about people having an 
allergy to soap or ink! 

A. If you had a flock of these as a result 
page 47 ] of some new kind of soap or ink, to create a 

large number of cases of the disease, you may 
have a large office building, and the amount did exceed th{' 
limitation, it would not be used in our ratemaking. 

Q. What is the limitation for disease T 
A. The limitation for disease runs around Forty-Seven 

Thousand Dollars. 
Q. Is not the figure Forty-Eight Thousand, Seven Hundred 

and Fifty Dollars; is that the figure! 
A. I have it here. Just a minute .:.._ Yes. 

_ Q. So, up to Forty-Eight Thousand, Seven Hundred and 
Fifty Dollars, they are in the ordinary category! 

A. Yes. 
Q. Let's think about this thing, this filing we are talking 

about right now, and your request for 1.3 per cent. Is there 
going to be any adjustment made anywhere that will cut 
down the amount that will be paid this year for catastrophe 
to that 1.3 per cent! Will the Rate Level Adjustment Factdr 
affect it! 

A. It would have no effect this year. 
Q. So, ·if you collect that much this year, 

page 48 ) it is gone! 
A. The effect of setting up the rates this year 

for anticipation of what will occur, and we have limited loRses 
and adjust forward. 

Q. What limitations! 
A. The limitations are in excess of Forty-Eight Thousand 

Dollars, but the traumatic were limited to Nineteen Thousand, 
Five Hundred Dollars. 

Q. What were the limitations last year 7 
A. I think it is approximately the same amount. 
Q. It is Twenty Thousand Dollars T 
A. Yes. 
Q. I was impressed that the only thing coming down was 

catastrophe. Have you computed the average losses that you 
characterize as "catastrophe losses" for six years T Have you 
computed what they are annuallyT 
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A. No, because we consider them unpredictable. There is 
no prediction on losses. This could go to Four ~r Five Hundred 
Thousand Dollars. 

Q. Are we· talking about Four Hundred Thousand Dol­
lars! 

page 49 ] A. This might represent many customers, and 
it may not involve any catastrophes. 

Q. How do you get the figure· then f 
A. In 1957-1958, we had no losses in excess of the limitation. 
Q. Did you total up what the losses were for that six year 

period! 
A. I can do that. 
Q. Will you do that, and tell me what the total catastrophe 

losses were for six years f 
A. I have Four Hundred and Forty-Seven Thousand Dol­

lars. That includes the catastrophe that w,as on the Long­
shoremen. If you exclude that, Three Hundred and Eighty­
Seven Thousand Dollars. 

Q. Give me a Hundred Thousand, and make it Three 
HWldred and Forty-Seven Thousand f 

A. Two Hundred and Eighty-Seven Thousand~ 

Commissioner Hooker : They were the six year figures f 
A. Yes. If you took the catastrophe on the Longshoremen. 

Chairman Catterall: There is no reason to in­
page 50 ] elude that any more than the explosion in Siberia. 

A. It does affect the rates. There are situations 
where stevedore men were working on the dock. 

Q. But these rates today have nothing to do with Long-
shoremen! · 

A. Not as respects the overall rates themselves, but the rate 
filed for that classification covers both. 

Mr. Gray: 
Q. Tell me what the average has been for the last two 

years - divide it out. 
A. It is a little less than Fifty Thousand Dollars. 
Q. It is Forty-Eight Thousand Dollars per year! 
A. Yes. 
Q. And what will this 1.3 per cent produce by way of ad­

ditional premium this year f 
A. Two HWldred and Thirty-Four Thousand Dollars. 
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Q. That is what it produces f 
A. Yes. 

page 51 ) Q. At last year's hearing, we were discussing 
a quarter of a cent loading, which previously 

existed, and the Cmnpany said that that did not produce 
sufficient because of son1e kind of rounding proposition Y 

A. Yes. 
Q. If you had used the satne method you had used this 

year, and expressed it in percentage points, rather than pen­
nies, you could have calculated that one fourth f 

A. Based on these figures f 
Q. Based on anything. Today you are talking about 1.3, 

and that is equivalent to one cent. 

Chairman Catterall: How does that get to be one cent T 
}.Ir. Gray: It is baHed on various eategorieH of risks . 

. Mr. Elliott: 
Q. You define the rate, and add one cent to the rate, and 

under the percentage method you con1e up with a rate in the 
same manner except you add to that rate an additional 
1.3 per cent. So that in some cases it n1ay mean nothing, but 

certainly any rate above forty-five cents, it would 
page 52 ) have the eff<:'ct of raising the rate five cents, but 

on a rate of Fifty Dollars, you would raise it 
forty-five cents f · 

A. It would increase the rate. 
Q. It is 1.1 per cent which is four or five cents Y 
A. Yes, Sir. And. anything below a certain figure, below 

that payment of forty-five ce.uts, you would lun·e no catas­
trophe. 

Q. And studies would show that it would pick up at sixteen 
cents; drop a little, and pick up at eighteen cents; and then 
have no effect until twenty-one cents or something of that 
kind! 

A. Yes. 

Mr. Gray: 
Q. The point I am trying to make is this: As I understood 

the position the National Council took last year was that one 
penny is the lowest an1ount we can put on, and this is why 
we are putting on this most trifling an1ount that we can put 
on it, but when you express it in percentage points, if the 
Commission felt the one penny was too much, you could divide 
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it by six or any amount, and you could realize premium. dollars 
from itT 

page 53 ] A. In the overall, but since rates are only car-
ried in dollars and cents, that has the effect of no 

increase or an increase of two or three-
Q. Why does the 1.03 meet your needs T Why not make it 

one pointY 
A. The carriers felt that the reason for this liability in the 

overall should be approximately the same as a penny per 
hundred dollars. 

Q. The carriers feel that an allowance of Two Hundred and 
Thirty-Four Thousand Dollars is the minimum that should 
be permitted to cover the loses which have averaged Forty­
Seven Thousand Dollars per year for the past six years Y 

A. No. It was not based on statistics. 'V'(l do· not believe 
it should be based on statistics. 

Q. That is what exactly I want to get to. It is the same 
old horse, not based on statistics this year any more than last 
year, but the same old horse dressed in a different color. It 
is not expressed in statistics any more than last year, but 
it is the same old horse. 

A. It is the same old problem dealing with the problem, and 
the best way we can handle it. 

page 54 ) Q. And your Exhibit No. 7, just filed, is based 
on what statistics f · 

A. Yes. 
Q. I said "based on what statistics!" 
A. This is what would happen if there were no catastrophe 

allowance. 
Q. This is what would happen if you grind into the machine 

your rate and classification f 
A. Yes.· 
Q. The bottom part of this exhibit, this rate level, based 

on no catastrophe allowance is your next angle f 
A. I believe so. There is some question in our mind as to 

what can be used as catastrophe. You refer to Five Hundred 
Thousand Dollars -

Q. If that Five Hundred Thousand Dollars were to apply, 
what effect would it have! 

A. If the same relation applied, it would have the same 
effect. 

Q. It would not change one figure on this paper at all f 
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A. Not with respect to those years there. 
page 55 ] Q. How do the companies handle losses of Five 

Hundred Thousand Dollars, and over! 
A. They could handle it-
Starting frotn the beginning, the companies receive -
Q. I asked you how do you pay the losses. 
A. How do they pay the losses! 
Q. Yes. 
A. I imagine a good many of the companies have reinsur­

ance agreements. I can't speak of any particular company. 
I am not familiar with the internal construction of the com­
panies. 

Q. And if a company has reinsurance on a cost of this 
magnitude, that is one of the costs of operation f 

A. If he has reinsurance, he pays money every year for 
providing that reinsurancCl, and that would hCl takPH ('Hl'P of 
by the loss side when the catastrophe occurs. 

Q. And when he receivCls the pren1iun1 dollar, that has to 
cover the cost of reinsurance f 

A. I don't know the price or the basis. I don't think thi~ 
is germane to this subject. 

Q. You don't think that the fact that the 
page 56 ) company receives a premium and takes a sn1all 

portion of that and pays for reinsurance is ger­
mane to this issue! 

A. For one reason, no, because the reinsurance is a different 
amount. I don't believe the company would insure for an 
amount in excess of FivCl Hundred Thousand Dollars. 

Q. 'Vhat ever he insures for, he pays for out of the 
premiums he receives! 

A. Yes, actually. 
Q. And on his balance sheet, when he determines whether 

he made a profit or lm;s, the amount of reiusurancP that he 
paid for would be one of the cost items! 

A. Yes. 
Q. How many companies are writing 'VorkmCln 's Cmn­

pensation in Virginia today! 
A. I don't know the exact number. 
Q. A hundred and forty five- would you say that is about 

right! 
A. I would accept that, Sir. 
Q. Is it your contention that these companies should 

be allowed to receive an excess over the 
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page 57 ) loss that you are encountering in order to build 
up a reserve! 

A. I think companies should receive a reasonable price for 
this liability, and we believe that the 1.3 per cent is a reason­
able price. 

Q. Would it have been a reasonable price the last six years t 
A. I don't think you can tie it down to any period of time. 
Q. Then you are, in effect, saying that you think they should 

be allowed to accumulate a reserve t 
A. Even if no loss occurs, the companies have to expose 

their money to losses. Their entire assets are on the line. 
Q. We are now talking about Two Million Dollars, and not 

Nineteen Hundred. 
A. With one company, if their premium is only Thirty-Five 

Thousand Dollars, and they had a loss of this magnitude that 
wipes out their premium for thirty-five years, and I would 
consider that a catastrophe for that company. 

Q. You think that company should bP al­
page 58 ) lowed to build up a reserve Y 

A. I believe they should be allowed a reasonable 
price each year for exposing their money to this type of in­
surance, and when a catastrophe occurs, he has to pay, whether 
he is reinsured or not. . 

Q. But if he is reinsured, he has not exposed his money to 
the losses! 

A. But he is paying reinsurance premiums. 
Q. But he is paying it out of his premium received from 

his policyholder t 
A. Yes. 
Q. And he is paying a premium for that Y 
A. For any premium year you come up with that, but he 

has to expose his money to that hazard. 
Q. But if a catastrophe occurs, and the reinsurance com­

pany pays it, it does not affect him! 
A. Again, we get back to the same thing we were discussing 

a few minutes ago. He has to pay his reinsurance out of his 
premium. 

Q. And if they don't want to expose their company's as­
sets, they can reinsure and pay for it out of the prernium they 
receivet 

A. Yes. 
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page 59 ) Q. And they don't haYe to build up a r~serv(\ 
from their pr~mium! 

A. They haYe to pay the customary premiun1. 
Q. And they have don~ so out of tlw person'~ pretnium that 

has paid for that iusuranc~! 
A. Yes. 

Chairman Catterall: 11 ::-10 A. ~f. Th~ C:omn1i~sion will 
recess for ten minutes. 

11 :40 A. I\L The Conlnlif.;sion resum(ls its session. 

Chairman Catterall: 'Vould both ~ides be happy if w~ 
compromise that by n1aking it Oll(\-half of one p(lJ' cent, in­
~tead of 1.3 per cent! The opposition said the 1.3 per C(_\Ut 

was to take th~ place of the one p(lr C(lnt, and that coyerNl 
the actual thing. 

. Mr. I\Ioncure: Tlw suggestion was ntad(_\ that the proper 
place to put it was to put it in Profit and Contingeurit's, and, 
instead of having that figure 2.3 per cent, to tnakc that figure 
three per cent. 

Chairn1an ( iatterall: It would be Profit and 
page 60 ] Contingencies 1 

Mr. lioncure: That is one thing you suggested. 
I don't consider our figures as to catastrophe - I an1 not 
speaking for my clients, and I r~alizP the Conunission '8 at­
titude, and I have told then1 that is the reason I had this 
exhibit prepared. I feH that if I atn not including it in tny 
basic figures, and all the other States recognize it, but they 
can't say that we abandoned it in Virginia. We say it has 
been recognized as fair ratemaking, and I feel that is a fair 
solution to it. 

~Ir. Gray: On principle we are opposed to it because \\'P 

have said that they can grind this into the rates, and conw 
up with it, and they have filed this Exhibit No.7, and we think 
that they should put the rates iu, and put them iu ou those 
figures, and they can put in the experience on those figures 
and come out with the answer. This is what !\Ir. Kallop said 
could not be. 

Chairn1an Catterall: rrhey have these nation­
page 61 ] wide statistics, and the practice of throwing in 

these Fourteen Thousand Dollars, and I can see 
the theory of it, but what we are interested in is dollars, and 
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if we can give them one-half of one per cent, they would break 
even. 

Mr. Gray: We don't think this is the proper way, and if 
they put the figures in in the regular rate, this would come 
out in the end. 

Chairman Catterall: Then you would contemplate a Rate 
Adjustment Factor. 

Mr. Gray: I don't think, if these are put in, it would com­
prehend a Rate Adjustment Factor. 

Chairman Catterall: We would never hit the bull 's eye. 
Mr. Gray: No, Sir. I don't s·ee why we should by this one­

half of one per cent. 
Chairman Catterall : In your own mind you can assume 

that the two and a half per cent has gone to three per cent, 
but we don't want to do it because that would. have some 

weight in Florida. , 
page 62 1 Mr. Moncure: The next question was the Rate 

Level Adjustment Factor. 
Mr. Elliott: Don't you think you had better clear this up 

for the record f If the Commission's suggestion is accepted, 
and put into effect, may I ask one or two questions on the 
record! 

Chairman Catterall: Yes, certainly. 

Mr. Elliott : 
Q. Referring to Exhibit No. 7, then what happens in the 

top half of that exhibit, Line 6, is the Catastrophe Allowance 
changes to 1.005 across the board f 

A. Yes. 
Q. And then you arrive, in Column 7, at Total Change in 

Manual Rate Level, and you multiply those figures shown in 
Line 5 by the 1.005 and that gives you the change in Manual 
Rate Level for Manufacturing, Contracting, and All Other, 
and the total; is that correct! 

A. Yes. 

Mr. Elliott: I think that shows on the record 
page 63 1 now. It shows exactly what they are, and you don't 

·have what they are f . 
A. No, we never do that. 

Chairman Catterall: The Rate Level Adjustment Factor 
was what you were objecting tot 
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:hlr. ~loncure: He waH only against that in principle. 
Chairman Catterall: That would be the 1.005T 
Mr. Moncur(': Yes. \Y e UlOY<' on to the Pr(lmiun1 Formula. 

Q. \Vill you mak( .. your expla1mtion on that, please, :Mr. 
Kallopt 

A. Yes. The pres(\nt Formula, which npplie~ for determin­
ing minimum pren1imu, that is tlw n1inin1um charge that is 
necessary to underwrit(l any risk, has been a formula that 
has been in effect n1anr, n1any y(lars. It w<'nt hack to 1927, · 
and at that time the formula was estahlislwd and deterntinecl 
by considering what the a\·erage annual wage was at that 
time, and figuring what the pre1nimn would he for all workers, 
and adding to it the Ten Dollar expense constant. That 

formula has been in effect, a.nd iR still in effect. 
page 64 ) In recent year~ the con1panies have f<'lt that 

this was out of line, and doe~ llf'Nl acljustntent. 
. This i~ something that you would not change very often, hut 

they did feel, in the light of enJ'l'<'nt econon1ical conditions, 
with an average annual wag(' hased on 1927, which is con~ 
siderably differ(lnt front what tlw annual wage is today, and 
the National Council r<'Vi(lwNl t lw problem, and noted that 
the average annual wage today is in the neighborhood of 
Forty-Three Hundred Dollars. This, in itself, would have 
required a considerable increase in the mininnun prmninm 
formula. 

Chairman Catterall: 'Yhen you say "minimmn premilun 
formula," you mean you apply th(l :Manual rate to the Twenty­
Five Hundred Dollars, and then add Ten Dollurs t 

A. Yes. 
Q. The Ten DollarH is for the expense of the paper workT 
A. Yes, in part. 
Q. And ac<Iuisition, and other costs! 
A. Yes. 

Q. How many dollars are you talking about 
page 65 ) when you say you apply the pretnilnn rate of 

Twenty-}l,h·e Hundred Dollars? 
A. The average rate in Virginia is around Eighty Cents, 

and I think we arc Hpeaking about an increase of n1ayhe Eight 
Dollars. 

Q. If the pren1ium rate was On<' Dollar, then tlw pren1iuu1 
would h<• Twenty-Five Dollars plus TL•n Dollars, which would 
be Thirty-Five Dollar~ minimum, instead of a Twenty-Five 
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Dollar minimum T 
A. Yes. 
Q. In other words, about Ten Dollars more for the little 

fellow! 
A. Yes. 
Q. And there arc fourt~en hundred of the little people! 
A. According to thc reports we have received from the 

Virginia Industrial Con1mission, that is correct. The amount, 
of course, varies in accordance with the size of thc l\fanual 
ratc. Thc low rate of classifications has only a nominal 
an1ount of increase. Tlw high~r clnssifications have a more 
substantial increase. 

~fr. Moncure: 
page 66 ) Q. "\Vhen you use the Twenty-Five to Thirty-

first yearf 
A. Yes. 

Fiv(l Dollars, that is twenty-fiv(l ,p(lr C(lnt for th(l 

Q. 'Vhat iR it thr S(lCOlld year! 
A. That is auothrr twenty-five per cPnt. 
Q. And the third y(lHr on th(l minimum! 
A. Yes. Then tlw new formula would take effect. 

Chairman Catterall: Then tlwy only pay it for two years Y 

Mr. Elliott: That would hP an increase of sixtv-six and 
two-thirds per cent T .. 

A. On this particular case of Twenty-Five to Thirty-Five. 
Q. On any! 
A. On any of that, that applies. 
Q. But on the rate prior to the increase, it would be sixty­

six and two-thirds per cent Y 
A. No, fifteen timN; the small rate would only give you a 

few dollars, plus Uw expPnst\ constant, which would be Ten 
Dollars, but when you incrNtsc the pr(lmiunt hy Tw(lnty-Five 

Hundred Dollars-
page 67 ) Q. Then you Inultiply it by a n1ultiplier of 

sixty-six and two-thirds per cent! 
A. Yes. 
Q. So, on the rate paid, it is an increase of sixty-six and 

two-thirds per cent! 
A. Yes. 
Q. And that portion that !\1 r. ~Im,enre referred to by in-
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creasing twenty-five per cent the first year; and twenty-five 
per cent the next year, and then the third year nothing, would 
not be realized until the third year! 

A. The full premium would be building up. 

Chairman Catterall: The rate base for your Ten Dollars 
is not covering the costs that it was meant to cover! 

A. Yes, there are several initial costs the carrier has. He 
has to have the right to set up the policy, acquisition costs, 
taxes, and statistical programs for the Industrial Commision 
on each risk, and other items, 

Q. But none of t]:lem is related to the amount of the premium 
on the balance of the workers! 

A. That is right. 
page 68 ] Q. What you really want to do is ask for an 

increase of the Ten Dollars, and you figure it 
would be justified by today 's expenses! 

A. In your concept of it as a minimum, you are referring 
to one worker, and the premium you get from one worker, 
but the worker in a higher rated class would have a higher 
premium than for the lower rated employee. 

Mr. Moncure : I believe that covers that. 
Chairman Catterall: We will take that under advisement, 

and we would be glad to have any suggestions from counsel. 

CROSS EXAMINATION 

By Mr. Gray: 
Q. Do you have any losses for Virginia on minimum pre­

mium risks! 
A. Yes; and I would like to explain, having read Mr. 

Goddard's supplement, that he has been interested in the 
Loss Experience of minimum premium risks. I had earlier 
given him information on the number of such risks, and the 
premium amounts. If I had known he was interested in the 

Loss Experience, I would have made that informs­
page 69 ] tion available to him also, but we have such in­

formation. 

Mr. Elliott: 
Q. Is that Page 9 of Exhibit No. 5! 
A. Yes, specifically, in the two years involved in our rate­

making period; the first year the incurred losses amounted to 
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Heventy-Two Thou~aud, Five Hundred. Dollars; and,. in the 
second year, Seventy-Two Thousand, and Twenty-Two Dol­
lars. 

~fr. Gray: 
Q. And what wa~ the premium you received in the two 

years! 
· A. The premium Wtl rtlceived from the expense constant 
was, for the first year, Forty-Four Thousand, Rix Hundred 
and Fifty-Four Dollars; and the second year, Fifty-Five 
Thousand, Six Hundrtld and Fo"rty-Five Dollars. 

Q. How n1uch premiun1 did you receive from this classifica­
tion of ri~k, exclusivP of the expense constant? 

A. For the two yearR combined, Seventy-Five Thousand, 
Two Hundred and Thirty-Nine Dollars. 

Q. What ;vere the losR~s incurred from that 
page 70 } class T 

A. Fifty Thousand, One Hundred and Two 
Dollars. 

Q. You took in pr(\miun1 Twenty-Five Thousand, Five 
Hundred Dollars mor(l than the loRscs incurred, without any 
consideration for the expense constant t 

A. Yes; the loss ratP of 6().3 is W(lll ahovt~ the pennissihle 
loss ratio used in ratetnaking. 

Chairn1an Catterall: '\rhat was your loss ratiof 
A. 66.3 
Q. What is permissible loss ratio f 
A. Around 59.6. 
Q. That was without your Ten Dollars! 
A. Yes. 
Q. So your Ten Dollars really covers this expense T 
A. No. The Ten Dollars helps to pay part of the initial 

expense. 
Q. Does every insured pay the Ten Dollars in addition to 

the ~{anual pretniutn f 
A. Up to premiun1s of Fivl' Hundred Dollars. 

Q. And above that you don't collect the 
page 70A } Ten Dollars! 

A. That is right, but the 'l'en Dollars expense 
constant is autonmtically included in the I\Ianual pren1ium. 

A. Yes. 
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Mr. Gray: 
Q. And your total premium that you received the last two 

years, without consideration of the expense factor, was 
Seventy-Nine Thousand, Two Hundred and Thirty Dollars. 
How much of that increase over a two year period - this 
total is two years - how much would that be increased when 
the full effect of your proposal is in f 

A. That would vary by classification. 
Q. Why would it vary by classification! Why would it not 

be sixty-six and two-thirds per cent more than Seventy-Five 
Thousand Dollars T 

A. You are dealing with Column 3, exclusive of the expense 
constant! 

Q. Yes. It will go up sixty-six and two-thirds per cent! 
A. Yes. 
Q. So you are increasing it by Sixty-Six Thousand Dol­

lars! 
page 71 ) A. Yes. 

Q. What sort of loss ratio would you have then T 
A. The thing I think we are missing is that we are propos­

ing an increase in the minimum premium formula because 
of needed money for expenses. The loss factor here shows 
that the amount of premiun1 payable for losses is being used 
for losses, and the increase in dollars is for the necessary 
additional expense of handling. The fact is that from 1927 
until now the cost of these expenses has increased tremendous­
ly. 

Q. How much has the expense constant netted you T 
A. The expense constant applies to-
Q. How much has it netted you for handling this f 
A. Twenty-Four Thousand, Five Hundred Dollars. 
Q. You are asking for an increase of Fifty Thousand Dol­

lars! 
A. The minimum premium is cut to two points. 

page 72 ) Q. It will net you, if the rate had been based 
on Twenty-Five Hundred instead of Fifteen Hun­

dred, it would have netted you an additional Fifty ·Thousand 
Dollars! 

A. That is right. 
Q. So that to cover these additional costs, you want three 

times as much as you are now getting T 
A. No, Sir. The total premium is One Hundred Thousand 

Dollars. 
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Q. Three tin1es as nntch as you are now getting without 
considering the expense constant T 

A. You can't split the minimum pren1iun1 up that way. The 
1uinimum premiun1 is the forn1ula to show the amount of the 
total. 

Q. You split it up on the exhibit T 
A. vVe are trying to show that, as far as the present rates 

are concerned, the amount available for losses has been paid 
out for losses. The losses have been paid out of what is 
lwing paid in for losses. 

Q. And the expense is available for expense! 
A. Yes. 
Q. And how much has been paid out, Twenty-Four Thou­

sand Dollars f 
page 73 ] A. Yes, absolutely. 

Q. And you are now asking for Fifty Thou-
sand! 

A. For the total amount, yes, Sir. 
Q. You did not usc the loss portion to pay expenses. You 

told nw that paid the losses, so you are using part of the 
expense to pay losses f 

A. This is a figurt~ to produce nwre dollars. 
Q. How tnuch would it produce if the figures remain the 

sanw, Jt.,ifty Thousand f 
A. Yes. 
Q. And how n1uch was available under expense! 
A. The expense constant itself was Twenty-Four Thousand 

Dollars. 
Q. And you had Twenty-Four Thousand, and you want 

Fifty Thousand Dollars more to pay them Y 

Chairtnan Catterall: We have got you along on the same 
basis. Maybe ~lr. Elliott can clear us up . 

. Mr. Elliott: 
Q. What is the basis for the request for the change in the 

minimutn rule; is it losses or expense! 
page 74 ) A. It is expense. 

Q. Under the figures shown ou Page 9 of Ex­
hibit No. 5, you are presently getting Twenty Dollars a policy 
for expense on minintum pren1iun1 policy, are you not! And 
I arrive at that by taking .32 of the pren1iun1 plus the expense 
constant of Twenty-lt,our Thousand, Four Hundred and 
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Sixty Dollars, which gives you a total of Forty-Eight Thou­
sand, Eight Hundred and Sixty-Four Dollars for ~xpem;;e on 
these policies. Is that not right t 

A. You are speaking of average increase t 
Q. Yes. In other words, you had during the two-policy 

years 1959-1960 and 1960-1961, Twenty Thousand Dollars of 
expense on these two minimum premium policies! 

Chairman Catterall: One-third of th~ premium pluR Tf'n 
Dollars. 

A. I am sorry, I am a little confused. 

Mr. Elliott: 
Q. This rate is divided into Sixty-Eight Dollars, and 

Thirty-Two, Sixty-Eight for losses, and Loss Adjustment 
Factor, and Thirty-Two for Expense, and two and 

page 75 ) a half per cent for Profit, but, taking it roughly 
at Thirty-Two. That gives you, out of your 

premium dollar, something over Twenty-Four ThouRand Dol­
lars from your rate for expense; isn't that right! 

A. Twenty-Four Dollars. 
Q. Twenty-Four Thousand Dollars from the rate paid on 

your premium T 
A. Yes. 
Q. And you got Twenty Thousand and Sixty DolJarR from 

your expense constant part of your pr·en1ium! 
A. Yes. 
Q. How many nwre dollars do you need, and what is the 

justification for itt · 
A. The problem arises in the fact that in 1927, which was -

Chairman Catterall: Oh, no. Can't you tell Mr. Elliott how 
many more dollars you want t 

A. If I understand you correctly, Sir, it would be Twenty 
Thousand. 

Mr. Elliott: 
Q. What do you base the Twenty Thousand Dollars on! 

A. Excuse me. You are talking about thirty­
page 76 ) two per cent. I think it would be a little higher 

than that. I think it would be closer to Thirty 
Thousand Dollars. We start with a rate of Seventy-Five 
Thousand Dollars, and recognize that the total expense al-
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lowancc in the rate structure for that would be, roughly, 
thirty-five per cent. The total expense allowance, including 
the Loss Adjustment Expense, is a little closer to forty per 
cent. 

Q. Well, you keep talking about the fact that this rulr 
was established in 1927, but, since 1927, and, as a matter of 
fact, in the last seven or eight years, the expense constant 
was added. The expense constant was not a part of the rulr 
originally? · 

A. Yes. The formula in 1927 was fifteen times the rate 
plus the Ten Dollars expense ·constant. I stand corrected. 
I was unaware ther£' was the expense constant. 

Q. And this was added to tak£' car~ of the expense. 

Chairman Catterall: We will take all of this under ad­
,·isement. Is that allY 

lir. Moncure: No; the Off Balance. 

1\{r. Moncure: 
page 77 ) Q. Addrrss yourself now to the Off Balance 

Factor, when you make your rates across the 
board, you don't come up with the exact rate! 

A. No. 
Q. And this is due to what Y 
A. We do have an experience rating plan. 
Q. And the rule in regard to an experience rating plan is 

compulsory in Virginia T 
A. Yes. 
Q. And if you receive only ninety-five per cent in this 

1ninimum premiun1, how do you bring it to one hundred per 
cent! · 

A. We have in our Manual five per cent for Off Balance. 
Q. Is that the five per cent you multiplied by? 
A. Yes. It is three per cent in arithmetic. 
Q. And in arithmetic it takes three per cent to bring up 

your ultimate rates to one hundred per cent Y 
A. Yes. 
Q. And is that calculated under your experience rating 

plan! 
page 78 ] A. Yes. 

Chairman Catterall: And you apply that so far as your 
experience rated people, as well as (·verywhere else! 
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A. Yes, insofar as experience rated people are in the 
minimum rate. 

Q. It is in substance the same figure that you have always 
followed! 

A. Yes. 
Q~ Isn't that the purpose for which it has always been used, 

and such adjustment as you have made! 
A. Yes. 

CROSS EXAMINATION 

By Mr. Gray: 
Q. You said you did it this way, the way we have always 

done itT 
A. Yes. I think I explained last year, and, as you know, 

has been explained earlier at this hearing, that the policy 
year 1959-1960 was not available, and we did not have the 
use of those figures, and we followed our standard procedure 

by recognizing whatever experience has been 
page 79 ] available which involves new information on the 

policy year, 1960-1961. 
Q. Have you not normally used two years! 
A. We have used two periods involved in ratemaking. 
Q. The two latest periods f 
A. The two periods involved in ratemaking. 
Q. And last year you had only one year t 
A. Last year we had the figures for the latest information 

because we had no new information. 
Q. What did you do! 
A. We retained the same factor. 
Q. Did the information you have now indicate that it should 

be! 
A. The latest year was unknown. The other year by itself 

would have called for a decrease. 
Q. So the latest indication you had for last year would 

have called for a decrease, but, because you only had one year, 
you kept it at the same! 

A. It was because we had no new information available. No 
new facts were known to us last year. If the information had 

been available, we would have used it. 
page 80 ) Q. Year before last, how much of a decrease 

did the information you had indicate should be 
put into the Off Balance Factor! 

A. Two years ago T 
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Q. Yes. 
A. I would have to check that. 
Q. But did it not indicate it should be two points, but, be­

cause of the indicated, it was only one pointY 
A. Yes. 
Q. And year before last, it should have been a two point 

decrease, but, because of the limitation, you came down to 
one pointY · 

A. I would have to check that. 
Q. When you looked at it last year, did it not indicate it 

should come down one point! 
A. Last year, since there was no new information, it did 

not indicate any change at all. It could not move one point 
or two points. 

Q. Is that the reason you usually use two years' informa-
tion, instead of ·one T ' 

A. It would be the same thing if we had no informa­
tion at all on Virginia. We would not go 

· page 81 ) in and file for additional rates based on no new 
information of the latest policy year. 

Chairman Catterall : What are you asking for this year Y 

Mr. Elliott: Increasing it from two to three per cent. 
Chairman Catterall: That is one per cent point across the 

board in the rate. Mr. Gray, I believe I will ask you if you 
can find out if the information year before last indicated that 
it should come down two points. 

Mr. Gray: I would have to check the filing for that. 
Chairman Catterall: Do you remen1ber that, ~Ir. Elliott! 
Mr. Elliott: No. 
Chairman Catterall : When you were before the Commis­

sion, you did not have the latest year, but only one year was 
presented! 

A. Yes. 
Q. And that data was not available! 
A. No. 

page 82 ) 
Q. Do you have last year's data today! 
A. Yes. 
Q. And you are ~alculating that on the latest 

two years now! 
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Mr. Gray: 
Q. You want to calculate it on the latest year you have 

available! 
A. Yes, it is the new information available. 
Q. And you want to calculate it on the one year! 
A. If the information had been available, we would have 

included that .. 
Q. But you have not used the experience of the year before 

thatt 
A. That is unsound in a ratemaking program. 

Mr. Moncure: This year it showed an increase of more 
than one per cent, but the limitation held it down to on~ per 
cent! 

A. Yes. 

Chairman Catterall: We will take this part of it under 
advisement. 

Mr. Moncure: I think Mr. Heitzmann had better answer 
the next questions. 

Witness stood aside. 

page 83 ] ROBERT D. HEITZl\fANN, 
a witness introduced on behalf of Applicant, being 

first duly sworn, testified as follows: · 

DIRECT EXAMINATION 

By Mr. Moncure: 
Q. Please give your nan1e, and occupation. 
A. My name is Robert D. Heitzmann. I am Assistant 

General Manager of the National Council of Compensation 
Insurance. 

Q. Come on down now to Payroll Changes, and address 
yourself to that variation, and why you recommend that 
increase from a Hundred Dollars to Three Hundred Dollars, 
and whether it will bring about any actual increase in pre­
miums, and so forth. 

A. I think, boiled down, we can relate · these changes to 
two purposes : One we disucced in 1958; and one was the use 
of Payrolls, and the effect we have today from our economic 
changes that have occurred, relating the Payroll Change to 
the economic change, and how they relate to this thing, plus 
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the fact that rates are changed each year. Each year we come 
in with a annual rate revision which W(l think is a valu­

able asset to Workmen's Compm1sation Insurance 
page 84 ) in 1nakiug all the r(lvisions and things necessary 

in Virginia. 
Another in1portant purpose is on(l alluded to lJy Mr. 

:Moncure, and that is using the Payroll. In this Payroll thing, 
it is exposure to hazard, and this i~ what the insurance com­
pany is doing, and <'Ven though there is no loss, the insurance 
company is entitled to a price for their liability on the losses. 
This measure of exposure to hazard would be no problem at 
all if the people were paying a premium within the present 
limitation, but when you get to the point where the general 
wage-paying practice <'XC<'(lds Uti~ contputation, you don't 
figure the level to seek how many people in the plant rather 
than exposure to the hazard. l\[ r. l\Ioncure, pointed out that 
if you had an industry where th(l av(lrage week was forty 
hours a week, a man would produce a Hundred and Sixty 
Dollars, at $4.00 per hour and th(\ insurance company would 
use a Hundr(ld Dollars of that figure to collect pren1iun1 on. 
On the other hand, this ~ante risk could have another 1nan who 
is handling more work, hut only working twenty-five hours, 
and tlw ilu~urance company would use the Hundred Dol-

lars for th(\ twenty-five hours, and you would get 
page 85 ) the sanl<' pr<'mium for the forty hour man as for 

the twenty-five hour man, but with the lid on, 
you wind up with some assureds paying premiums less than 
they ought to pay, and others paying more. Our proposal is, 
and this is countrywide, and Wf' have a RCOl'C' sheet showing 
where it is in force - our position is that we produce a 
printed ~Ianual ratP and allow payrolls ·going into the rate 
:.;ystenl up to a maxinnnn of Thl'(.l(l Hundr<'d Dollars. This 
does not mean an automatic ,jump of three times in the 
amount of payroll duos. Tlwre are r(llatively few people who 
are actually paid Three Hundred Dollars per week, but there 
are a great many hetwtlen the Hundred and Thrtle Hundred 
Dollar area, over a Hundred Dollars. 

There was some confusion ov(lr the Rate Level and actual 
~Ianual Rates. The proposal is an incrl~ase of 3.7 per cent in 
the Rate Level. That nwans, as n rPsult of this proposal, the 
carriers will be receiving in n10ncy i1.7 per cent Ul0l'l1 • At the 
same tiniC, howev(lr, the 1·ates otlwrwise, which have bC'en 
proposed to prolltt<.'(l 3.7 p<'r C(lllt pn1minm, haYl1 been reduced 
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by 6.6 per cent. This is the printed Manual Rate, 
page 86 ] the book rate. By using this reduced rate, and ap-

plying against it the payrolls at over a Hundred 
Dollars, this will give you the 3.7 per cent premiun1. If you 
did not reduce the rates, it would give you more premium, and 
the purpose is not to increase the rates by this. If you conl­
pare the Virginia Manual rates today with another State, with 
the Three Dundred Dollar payroll limitation, the Virginia 
rates would look higher if everything else were equal. 

Chairman Catterall: An employer that does not pay any­
body more than a Hundred Dollars per week would gPt thr 
six per cent reduction 7 

A. No, Sir. The way the 6.6 per cent reduction applies, it 
has been spread out over all the classifications. Therr arP 
some classifications that get 44.8 per cent. 'Ve don't have too 

- many of them, and other classes get no reduction at all becaus(l 
the general wage practice is around the Hundred Dollars or i~ 
the Hundred Dollars. 

Q. Take an employer whose rat(l is not changed, the pr(l­
mium would remain the same- Lrt's take two likr that. Our 
pays a Hundred Dollars a week, and the other Two Hundred 
per week to every employee. Would the Hundrrd Dollar man 

get a decrease 7 
page 8.7 ] A. No. 

Q. Will you ntakP au explanation as to when 
anybody would get a change 1 

A. The example I gave of the man whose workers are work­
ing twenty-five hours per week as against a man whose work­
ers are working forty hours at the same rate of pay, the 
twenty-five hour man would he paying less than the forty 
hour man. · 

Chairman Catterall: Rome people would get less! 

A. This program is designed not to· produce more money in 
the overall, but to collect the money on a re-distribution basis. 
In other words, some risks will pay more, and they ought to 
because they have additional exposure to hazard, and others 
less. And we know this to be a fact, and we have had a great 
deal of experience because it is in force in all but eight States. 
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Mr. Moncure: 
Q. I hand you an exhibit showing which States are in this, 

and ask that it be received. 

Mr. Elliott: It is already in as Exhibit No.5. 
page 88 ] A. What this shows, as you will see from the ex-

hibit, are the States where the Three Hundred 
Dollar rule has been adopted or something comparable to it, 
and where the Hundred Dollar limit applies. So, if you look 
at the last column to the right, these are the only Stat<'s that 
have the Hundred Dollar rule. There are only eight. 

Chairman Catterall: New York is in this column T 

A. New York has not filed it. New York's Insurance D<'­
partment are planning to go into a study of .it, and examina­
tion. 

Chairman Catterall: It sow1ds reasonable to me. How 
about you, Mr. Gray! 

Mr. Gray: No. Maybe you can convince me, 1\{r. Heitzmann. 

Q. Suppose there were two companies, each working forty 
hours, they would pay the san1e premium Y 

A. Yes. 
Q. If your proposal is adopted, and one employer doubles 

the payments for his en1ployees how much greater exposure 
to hazard does the insurance company have T 

A. None. 
page 89 ] Q. How much more would they pay Y 

A. Presumably twice the premium. 
Q. So every time they give a worker au· increase in pay, he 

would pay more for insurance Y 
A. Yes, but you find in an industry a man does not double 

his salaries when he has to compete with his associate, and 
this program recognizes that there is a general wage paying 
practice in industry. 

Q. Take me through another illustration. Assume employer 
A has three secretaries working for him, and he pays them a 
Hundred Dollars per week; and employer B has one general 
counsel working for him that he pays Three Hundred Dollars 
per week. What is the difference in premiun1 that is paid by 
employer A and Employer B under your proposal T 

A. Today! 
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Q. No, under your proposal. 
A. Under our proposal, that would be the same, assuming 

they are in the same classification. 
Q. Secretaries and general counsel are in the same class T 

A. Secretaries are a nonexecutiv«? occupation. 
page 90 ] Q. In your Manual T 

A. Yes. 
Q. Which has the greater exposure to riskf 
A. You have the three girls exposed to more hazard. 
Q. How much total coverage do the three girls have T 
A. The policy covers whatever the policy calls for. 
Q. The maximum weekly benefit is Thirty-SevPn Dollars pt.lt' 

week. What is the coverage exposure T 
A. I can't tell without knowing the losses. 
Q. With employer A it could work out Thirty-Seven Dollars, 

not only with one mentioned, but he might have to pay out 
three times as much T 

A. Yes. 
Q. But employer B pays out as much T 
A. Yes. 
Q. Does the employee making Three Hundred Dollars per 

week get any additional benefits when he gets a pay 
raise! 

page 91 ] A. He can, depending up~n the kind of injury. 
Don't you have a law that when the man is par­

tially disabled, he gets a percentage of what it was before! 
Q. I think the maximum is on that. 
A. The point is that he would be making Five Hundred Dol­

lars, and could only make Four Hundred, and he would only 
get the maximum, but I know what you are leading up to, 
which is a tie-in between the basis on which benefits are paid 
under the compensation law, and the basis on which premiums 
are collected under a compensation policy. These don't have 
to be the same. 

We know that for insurance purposes we have to get a 
· package of dollars to pay losses and expense. We can devise 
a system by which we can get the package of dollars, based 
upon the number of people employed, and another one based 
on man hour exposure, and one based on that basis, exclu­
sively. Actuaries are able to do that sort of thing, and say 
whether they are reasonable, but we can get the money needed 
for the State as a whole by using various premium bases. 
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Years ago the weekly payrolls were the basis on 
page 92 ) which they wanted to charge the Workmen's Com-

pensation premiumA. The reason was these pay­
rolls, and the other was the exposure time on the job related 
to payrolls. We are not saying that this is absolute perfection 
because we think it is not. It is a reasonable basis, and we 
don't think it is producing premiums that ar(l> excessive. 

Mr. Gray: 
Q. Do you think it is time to ~ocialize Workmen 'A Com­

pensation insurance! 
A. No. 

Chairman Catterall: How could it bP any mor<' socialistic Y 

.Mr. Gray: . 
Q. Are you making onP pay for benefits he will not derive 

to have the money to pay for one who is not paying his part? 
A. Isn't that th(l whole ess(lnce of insurance that the fellow 

who does not have losRes puts money into the pool to take 
care of the losses that the others have Y 

Q. So, the man today with a certain exposure to your in­
surance companies at a Hundred Dollar salary, 

page 93 ) if he gave him a pay increaRe to One Hundred and 
Fifty Dollars, his exposure to your company is 

not changed T He has the Rame chance of being insured Y 
A. Yes. 
Q. And the forty hours does not affect it! 
A. If he worked for twenty-th~e hourR for a Hundred' 
Q. No, he is working for forty hourR at a Hund1·<'d, and at 

a Hundred and Fifty! · 
A. Yes. · 
Q. But every time they g<'t an increase, it would change Y 
A. Yes. 
Q. They increaRed that revenue every time! 
A. What happens to the Sixty Dollar cl(lrk who goes to a 

Hundred Dollars is---

Chairman· Catterall: When were theRe rates of pay put in! 

A. The Hundred Dollars was put in in 1946. 
Q. When was the maximum put in Y 
A. I don't know. 
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Mr. Gray: I don't know either. 

Chairman Catterall : They have been raising 
page 94 ] them t 

A. The payrolls fit into the rates. 
Q. The maximum they can get is Thirty-Seven DollarR pe-r 

weekt 

Mr. Gray: Yes. 

Chairman Catterall: So the Hundred Dollars is three times 
the Thirty-Seven Dollars; and back in 1947, it was Seventeen 
Dollars. So it was six times what you could get. It is not tied 
together. What you want to do is to get the man hours. 

A. That would be an inadequate basis. We could not get it 
from our companies. We could get it from some of them, or 
the industry that keeps their payroll on man hours. ThiR 
Three Hundred Dollar rule works, and we have had experienc(l 
with them across the country. We have had no problems; 
After getting it, we have along with it a transition period. 
This is a redistribution of premium, and somebody will pay 
more, and some will pay less. We don't want a great public 
relations problem over this, because some would pay more, and 

the insurance companies continued this transition 
page 95 ) problem to take care of these people by limiting 

the first year to ten per cent of what they normally 
would pay. It is a Hundred Dollars required, and under the­
transition program, it does not apply. 

Mr. Gray: 
Q. Do I understand, if the premium is less than a Hundred 

Dollars, he just pays the Ninety-Nine Dollars t 
A. Yes. So, for the first two years, the limitation is a ten 

per cent increase; and the third year, fifty per cent of the 
excess over ten per ce~t; and thereafter, full premiums. 

During this period you will be getting payrolls audited at 
Three Hundred Dollars, starting to enter the rates, and the 
rates will begin to adjust themselves, and that is the reason 
we have gradually worked back to no reduction. We have used 
the transition period, and just recently I called upon our Bu­
reau as to the number of transition risks that are involved in 
States where the transition period is over, and on Exhibit 
No. 5, on Page 19, we show the results of this study, and, as 
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you can see from the exhibit, there are nine States included 
and the total number of transition adjustments, 

page 96 1 are very, V('ry small. Connecticut, which had for 
a three year period One Hundr~d and Thirty 

Thousand Dollars in risks, was the biggest State, and they 
had twenty-two hundr('d and forty transition adjustments and 
this was only 1.9 per cent of the total number of risks in the 
Rtate who were affected; and iri all other States it was less 
than one per cent. Most of it under half. 

Q. What is that one per cent! 
A. The total number of risks affected by the transition pro­

gram out of that total number of risks in the State. 
· Q. Less than one per cent g(lt an arljustmcnt.? 

A. Yes. 
Q. The rest paid increases T 
A. Some paid increasN;;, and som(' decreas('s. 
Q. How do you determine wh('t.h()r or not a man is (lntitl(ld 

to get a downward adjustment in thi~ transition period T 
·. A. He keeps records, ash(' has to do, at On(' Hundred Dol­
lars, and at Three Hundred Dollars. 

Q. During this period he has to k()()p up recordR for Thr<'e 
Hundred Dollars tooT 

A. We don't find that any problem at all. If he 
page 97 1 has any, the auditor would go in and find any un-

. der the Hundred Dollars, or over the Hundred 
Dollars. 

Q. But in order to take advantage of the transition pro-
gram, he has to keep records at the Hundred Dollars Y 

A. He has to keep them at both ](lvels. 
Q. At both levels! 
A. Yes, he does. 
Q. He can't find it if it is not there Y 
A. You will find that the insurance auditor is on a pretty 

good basis with his clients, and wh('n h(' goes in, he sees 
whether it is or is not. 

Q. What is the transition t()st; h(' must show that the in­
crease is wholly in T 

A. The auditor is furnished with two s(lts of rates, mw at a 
Hundred Dollars, and one at Three Hundred Dollars. 

Q. And his records have to show that! 
A. His records have to show on() at Otw Hundred Dollars, 

and one at Three Hundred DQllars. 
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Q. And does not it show the change which is effected solely 
by this change t 

A. Yes. 
page 98 ] Q. And someone has to have records, both at a 

Hundred Dollars, and Three Hundred Dollars 
limitation t 

A. Yes. 
Q. So he has to have two sets of figures 7 
A. The $100 records have to be kept now, and I can assure 

you that the Three Hundred Dollars records are no trouble. 
Q. Now, again, we had the three girls at a Hundred Dollar~ 

a week, and one general counsel at Three Hundred Dollars a 
week; and both paying the same premium. If the corporation 
that had the general counsel now employs a janitor at Thirty 
Dollars a week, would the insurance company pay the maxi­
mum per week! 

A. Probably not, because he does not have coverage. 
Q. But his employer is paying more to justify thatT 
A. No, not for that particular man. 
Q. The employer across the street is paying the same 

amount with three secretaries, and this man is paying th~ 
same amount for the counsel and the janitor! 

page . 99 ] A. The janitor is covered for what the law r~-
quires. 

Q. And the janitor's employer is paying this same amount, 
and he only gets two people covered, while the man across the 
streets gets three covered, and this is against all rule~! 

A. No, there is something wrong with that. 
Q. I agree with that. . 
A. The second man paid a premium on the payroll of the 

janitor at a rate which was different from the rate for the 
payroll of the general counsel. Now, if the janitor were in­
jured, I don't know what the law would prescribe, but h~ 
could not be paid the maximum benefits, but if he had the kind 
of injury that required a long medical payment, he would need 
the same amount as the general counsel. Your point is that 
there are three girls across the street with a Hundred Dollar 
per week exposure, and in this case there are only the general 
counsel and the janitor; and I say, meas:uring premium to 
hazard, the second man is not paying for protection. Our pro-

gram is not perfect. 
page 100 ] Q. I want to eliminate him from the figure, but a 

. Fifty Dollar secretary won't get the maximum, 
although her employer is paying on the maximum T 
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A. There is something you are missing. The price· of in­
surance does not end at the Manual rate. When you get into 
the area of premium discounts and rctrospectiv<' rating, all of 
these modify the charges in the risks, and it applies on thP 
Three Hundred Dollar risk as well. 

Q. What assurance is thPl"P that the over-all premium would 
he the same! 

A. Every assurancP, from what w<' can dPtermine on a 
actuarial basis. \V e have no other hasis to deter1nine that. 

Q. Is this going to rNmlt in son1ething like the Off BalancP 
Corr<:'ction Factor which you havt\ appli£ld last year! 

A. No, there will be an adjushnPnt for the effect of thP 
Three Hundred Dollar rule, as a start to £lnt£lr the ratemaking, 
hut the ratemaking system will mak(\ somP adjustmPnts. ThP 
Rate Level Adjustment Facto•· will cnt£lr it ~H it gops on, hut 
that takes a period of time. 

page 101 ) Chairman Catterall: Do any of these exhibib;; 
show that the profits and ]oR~PH, and by how nTl.lch 

we missed the bull 's eye t 

~Ir. Moncure: 
Q. If you use 1\fr. Goddard's memorandum, Page 4 of Ex­

hibit No.2, over a period of fifteen years the loss ratio shows 
that you made too much mon£ly, and th£ln the line---

A. 1\lr. Moncure, we hav£1 heeu losing money for four years. 

Chairn1an Catterall: Colunnt 10-it shows that for many 
years we shot too high, and then W<:' have been below the bull 's 
eye almost ever since. 

A. The last year showed that, instead of ntaking the two 
and a half per cent profit, we had a loss of four· per cent. 

Mr. 1\{oncure: The losses in the last two years are plus two 
and a half per cent loss over the profit we could make. 

Chairman Catterall: You are not making it as a systema­
tic effort towards making more money! 

A. No. 

'Vitness stood aside. 



54 Supreme Court of Appeals of Virginia 

page 102 1 Mr. Gray: This is going to have a great deal of 
effect on some employers, and we think this re­

quires a lot of real thought. We have not been able to com­
plete our thinking on it, and to get the information from the 
people on it exactly. Normally, we think about coming here 
talking about rates already established, but here you are talk­
ing about applying the rate on three times as much as formerly 
applied to it, that is, it used to be One Hundred Dollars, and 
now Three Hundred Dollars, and this could have a serious 
effect on a number of employers in Virginia, and we have not 
had sufficient opportunity to be advised of the nature and 
final effect. You will recall when it came up in 1958, there 
were a number of employers who came to the Commission 
and-

Chairman Catterall: Was this proposal made last year f 
Mr. Gray: No, in 1958. 
Chairman Catterall: We turned it down then! 

Mr. Gray: Yes; and you had some employers 
page 103 1 here to show you that it would have a drastic 

effect on their payroll, and if they are seriously 
asking for this proposal, the proposal should have been put 
forth early enough so that the people affected would have the 
opportunity to be advised and gather statistics so the Com­
mission can determine what will happen to individual em­
ployers throughout the State. They don't have the informa-
tion today. . 

It is not a question of their needing the money, but a ques­
tion of shifting the premium gathered, regardless of the effect 
on Virginia employers. I don't know or care what effect it 
has had on New York or California employers, but we are 
talking about Virginia employers, and if they will get a plus 
result instead of a minus. 

Mr. Taylor, Executive Secretary of the Virginia Manufac­
turers Association, is here, and he would like to make a brief 

comment. 
page 104: ) Chairman Catterall: We would be glad to hear 

him. 
Mr. Taylor: The position of Virginia manufacturers is pre­

cisely the same as it was in 1958 with respect to the insurance 
wage base. We are in complete agreement with what Judge 
Catterall had to say on this subject at the .1958 hearings. To 
the greatest degree possible, we want a premium wage base 
with the best possible fit, - one which most nearly produces 
the exact cost of coverage for each individual. This is a most 
important . principle in financing employment security bene­
fits. The insurance wage base for unemployment compensa-
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tion insurance is and has b(len Three Thousand Dollars an­
nually since its adoption in the '30's. The whole social secu:rity 
benefits program rides on an insurance wage base of Four 
Thousand, Eight Hundred Dollars, annually. Far more cost 
and benefits per person are involved in this program than in 
our workmen's compensation program. The insurance wage 
base for workmen's compensation at One Hundred Dollars per 

week, or Five Thousand, Two Hundred Dollars 
page 105 ) annually, is higher than either of the other ent­

ployment security programs. It provides a gen­
erous, comfortable fit for Virginia's average weekly wages of 
approximately Eighty-Two Dollars. 

Those who pay for these programs have fought and bled for 
insurance wage bases sufficiently low to produce the most 
equitable cost. The extreme liberals come before Congres­
:-;ional committees time after time with the plea that all wages 
be taken for en1ployment security benefits. The ·arguments 
advanced by the National Council on Compen~ation Insurance 
for increasing the workmen's compensation insurance wage 
base from Five Thousand, Two Hundred Dollars annually to 
Fifteen Thousand, Six Hundred Dollars are based upon the 
same logic and reasoning of those who say include all wages 
in financing employment security. This is totally unacceptable 
to those who pay the bill and is certainly foreign to Virginia's 
sense of equity. 

There is a close correlation between the financ­
page 106 ) ing of all employn1ent security programs. Th<' 

Commission should bear this in mind. To increase 
the insurance wage base for workmen's compensation from 
Five Thousand, Two Hundred Dollars to Fifteen Thousand, 
Six Hundred Dollars would surely generate additional pres­
sure to increase the insurance wage base for both unemploy­
ment compensation insurance and social ·security. The fact 
that private enterprise had taken this action would be all the 
more telling. 

You are aware that a few States have a state monopoly fund 
for workmen's compensation insurance, the same as for un­
employment compensation insurance. Just in passing, I 
should like to say that if we had a state-financed workmen'~ 
compensation insurance program in Virginia, it is highly un­
likely that we would have an insurance wage base of anything 
over Six Thousand Dollars annually. A Five Thousand, Two 
Hundred Dollar annual insurance wage base would be very 
adequate. It should be remembered that Virginia t1Inployers 

who pay all this bill chos(~ private financing over 
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page 107 ] state financing - and that this choice in the 
future is largely up to them. Now, if Virginia 

employers know that an insured wage base of Five Thousand, 
Two Hundred Dollars yearly is most equitable for premium 
assessments to pay for workmen's compensation, we believe 
their interest should carry the greatest weight. It is up to thf\ 
carriers to say what rates are required for the chosen insur­
ance wage base to produce the premium necessary. No amount 
of public relations work or phasing in operations would makt\ 
such a proposed jump in the insurance wage base acceptab}(a 
to us, or endear the carriers to us. 

It has been established that New York State has not seen 
fit to increase their insurance wage base. This is quite signifi­
cant. The fact that a large majority of States have seen fit 
to go along with an increase since 1958 doesn't n1eau that 
their actions are well founded or even competently considered. 
It is a matter of rather general common knowledgf\ that not 

more than five or six States have ever had work­
page 108 ] men's compensation rate filings. competently con-

tested by counsel and qualified actuarie~. It i~, 

also, generally known that very few state regulatory agencif\~ 
have any depth of knowledge of workmen's compensation rat(l­
making. It is clear that there is very little useful guidauc(l to 
be had from most of the other States .. It is, also, clear that 
the National Council pretty much writes the tick(lt on thi~ 

insurance. We have certainly tried to help the Virginia enl­
·ployers and the Commission with this pt~ogram. 

We haven't yet looked at the most iinportant part of work­
men's compensation insurance rates - the expNlse allow­
ance. The numbers here must somehow he rNluced if privatC\ 
financing of this program is to survive. For all the years 
we have participated in these hearings, we have talkNl iu 
terms of fixing a manual premium designed to produce sixty 
per cent for benefits and forty per cent for carriC\r~' C'Xpmlses. 
As the benefits in this program increase, the caxpNlSe ratio 
should go down, and it must go down. A consistent thirty-

six and two-tenths net pr£\mium £\XpC\nse ratio 
page 109 ] is indefensible, we believe. 

This coverage is required by law, and the bene­
fits are fixed by law. Acquisition cost should be low for tbCl 
carriers, . for ninety-five per cent of this insurance coverage 
is renewal business. As for safety, claims settlement, and 
field supervision . - this is primarily confined to those oc-
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cupational fields with substantial exposure to hazards. We 
ask the Commission now to prepare to examine every item 
of expense in detail next year. 'V e will very shortly put this 
in the form of a written request. More than any other in­
terest, we prefer private financing of workmen's compensa­
tion insurance through employers and private insurance car­
riers. We are much concerned about overall cost of insurance 
for this program and especially the expense loadings. We 
would like to see a detailed analysis of each item of expense 
by carrier and by insurance classification. We must do this 
if we are to· find ways to reduce expense loadings. It is time 

to prepare to study these items now. Our In­
page 110 ) dustrial Commission runs its entire program for 

just under two per cent of our total workmen's 
compensation premium. This includes complete claims re­
cord-keeping for all claims, all kinds of statistics, the ad­
judication of all contested claims, all of its travel expenses, 
and all of its housing costs, etc. 

We want you to help us to carefully go over these expense 
loadings to see where there are possible places to reduce 
them. 

Mr. Moncure: The filing has been here for quite a while, 
and in effect in the other States, and shows that there is a 
very small percentage effect. My friends talk about all these 
parties that are going to feel the percentage increase, and 
that it would be a hundred and thirty per cent. 

I would not want this rate hearing held up because of that 
particularly with the factor of what the companies lost 
in the last four years in Virginia, and I don't think the 

overall effect would he bad, and the premium dol­
page 111 ] Iars coming to these companies will not be in-

creased one hit, and the workmen must pay for 
these themselves, and if any help comes, it must come fron1 
the Legislature, and I don't know of any more detailed in­
formation than has been filed by this Bureau. They take 
from the Industrial Commission the information on the 
rates as filed, and there has been no profit in the two years. 
We have not only not gotten our profit, but have lost our 
own money, and I ask that the Commission will look over this 
filing, and render a decision without delay. 

Chairman Catterall: The Commission will take this case 
under advisement. 
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page 112 ] 

* * * * * 
AT RICHMOND, MAY 10, 1963 

APPLICATION OF 

WORKMEN'S COMPENSATION INSPECTION 
RATING BUREAU OF VIRGINIA 

CASE NO. 1631 () 

THE APPLICATION herein was heard on May 7, 1963 
and taken under advisement, it appearing that the notic(\ 
to the public had been given as required by the order of 
April 5, 1963. The applicant was represented by M. Wallac() 
Moncure, Jr., its counsel, the Virginia 1\{anufacturers Associ­
ation by Frederick T. Gray, its counsel, and the Commissiou 
by its· counsel. 

NOW ON THIS DAY the Commission having consid~red 
_ the filing herein and the evidence is of the opinion and finds 

that the proposed revisions of rates, minimum premiun1s, 
rules, regulations and procedures for writing workmen's 
compensation insurance in Virginia on new and renewal 
business written to become effective on and after July 1, 
1963, filed by the applicant on behalf of its members and 
subscribers should be approved for use in this State on and 
after said date as filed, except: (a) the proposal of the ap­
plicant to include in said rates an allowance for catastroph(\ 
hazards (traumatic and disease) of 1.3% for all classifications, 
the Commission being of the· opinion from the evidence that 
there should be included in said rates an allowanc(\ for 
catastrophe hazards (traumatic and disease) of 1h of 1% for 
all classifications; and, (b) the proposal of the applicant to 
change the approved formula for determining minimun1 pre­
miums from 15 times the manual rate for the class plus any 
expense constant applicable to 25 times the manual rate for 
the class plus any expense constant applicable, the Commis- · 
sion being of the opinion that the present formula for deter­
mining minimum prem_iums is reasonable and produces rates 
which are not excessive, inadequate or unfairly discrimina­
tory. 

IT IS THEREFORE ORDERED: 

(1) That the revisions of rates, minimum premiums, rules, 
regulations and procedures for writingworkmen's 
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page 113 ] compensation insurance in this State on new and 
renewal business on and after July 1, 1963, as filed 

herein by the applicant on behalf of its members and subscri­
bers be, and they hereby are, approved for use in this State 
on and after said date except in so far, and in so far only, as 
said revisions of rates, minimum premiums, rules, regulations 
and procedures provide for : (a) the inclusion therein of an 
allowance for catastrophe hazards (traumatic and disease) 
in excess of lf2 of 1% for all classifications ; and, (b) changes 
in the present approved formula for determining minimum 
premiums; 

(2) That the applicant, Workmen's Compensation Inspec­
tion Rating Bureau of Virginia, file amended revisions of 
rates, minimum premiums, rules, regulations and procedures 
for writing workmen's compensation insurance in this State 
on new and renewal business written to become effective on 
and after July 1, 1963 in the same form as filed ·by the ap­
plicant in this proceeding excllpt there be eliminated there­
from the provisions in the rates filed in this proceeding which 
the Commission has disapproved herein; and, 

(3) That this proceeding be dropped from the docket and 
the file placed in the file for ended causes. . 

AN ATTESTED copy hereof shall be sent to the· applicant, 
207 Broad-Grace Arcade, Richmond, Virginia, National Coun­
cil on Compensation Insurance. 200 East 42nd Street, New 
York 17, New York, M. Wallace Moncure, Jr., Mutual Build­
ing, Richmond, Virginia, counsel for the applicant, the Indus­
trial Commission of Virginia, Virginia Manufacturers Asso­
ciation, 300 West Main Street, Richmond, Virginia, Frederick 
T. Gray, State Planters Bank Building, Richmond, Virginia, 
counsel for Virginia Manufacturers Association, and to the 
Bureau of Insurance. 

page 114 ) 

* 

A True Copy 

Teste: WILLIAM C. YOUNG 
Clerk of State Corporation Commission 

* * * * 
Opinion, DILLON, Commissioner: 

Each year the Workmen's Compensation Inspection Rating 
Bureau of Virginia, on behalf of its members and subscribers 



60 Supreme Court of Appeals of Virginia 

(all the insurance companies licensed to write workmen's 
compensation insurance in Virginia), files with the Commis­
sion and requests approval of revised rates, minimum pre­
miums, rules, rating values and regulations for writing work­
men's compensation insurance in this State. The basic data 
used in determining this revision are compiled by the In­
dustrial Commission of Virginia from unit statistical reports 
filed by the insurance companies under the approved unit 
statistical plan. The proposed revised rates for Virginia are 
calculated in accordance with the standard country-wide rate 
making procedure as approved by the National Associa tiou 
of Insurance Commissioners, with one minor exception in 

Virginia which is not of importance iu thh" cast'. 
page 115 ) After the filing is made, the Commission enter~ 

upon an investigation of the rates proposed in the 
filing pursuant to Article 4 of Chapter 6 of Title 38.1 of the 
Code to determine whether the proposed rates are excessive, 
inadequate or unfairly discriminatory, directs that notice of 
the filing be given the public and sets a public hearing on the 
filing. 

The 1963 filing was made on April 4, 1963 and wa~ S('t for 
hearing on May 7, 1963. It proposed, effective on July 1, 196:t 
for new or renewal business, the following chang('!' in t lw 
approved rates and rules for writing workm(-in 's comp('nsa­
tion insurance : 

(1) An average increase, due to experience, of :~.i% in 
premium level from the level which became effectiY<' on Julr 
1, 1962; 

(2) . An allowance for catastrophe hazards of 1.3?f for each 
classification ; 

(3) Amendments to Sections VI and XIII of thP Virginia 
Manual to provide: 

(a) The substitution of a $300 per week payroll limi ta tiou 
in lieu of the present $100 per week ; and 

(b) For executive officers a tnaxin1un1 indivi­
page 116 ] dual payroll of $300 per week in lieu of the pres­

ent $100 per week and a minimun1 payroll of 
$50 per week in lieu of the present $30 per week; 

(4;) A Transition Program to ease the effect of the proposed 
chan:ge in the payroll limitation rule; and, · 

(f)) Revision of the minimum premium formula. The public 
hearing was held on May 7, 1963; and on May 10, the Com­
mission entered an· order which: (1) Approved the pl•op·osed 
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increase of 3.7% in premium level due to experience; (2) 
Disapproved the proposed allowance of 1.3% for catastrophe 
hazards for each classification and substituted in lieu thereof 
an allowance of one-half of 1%; (3) Approved the proposed 
change in payroll limitation from $100 to $300 per week and 
the transition program to be used in connection therewith; 
and, (4) Disapproved the proposed revision iu the minimun1 
premium formula. Virginia Manufacturers Association ha~ 
appealed from the Commission's decision insofar as it ap­
proved the change in the payroll limitation fron1 $100 pel' 
week to $300 per week. 

Rates for workmen's compensation insurance are fixed by 
the Commission on the basis of $100 units of payroll for each 
class, and the premium which the insured pays is determined 
hy applying the class rate prescribed by the manual to each 

$100 of payroll of the employer for the class. Thus, 
page 117 ] if an employer's payroll for a class 'is $235,000 

and the rate for the class is 93 ce~ts, the premium 
would be 2,350 times 93 cents or $2,185.50. In the absence 
of a payroll limitation rule, the total payroll of the employer 
is used to determine the premium. This was the method used 
in Virginia up to 1946. · 

By an order dated July 7, 1946, the Commission adopted 
a $100 per week payroll limitation rule which provided: 

''If the employer's books and records are maintained so 
as to show separately, by employee and by class of work, the 
total remuneration earned by each employee whose average 
weekly remuneration for the total time employed during the 
policy period exceeds $100 per week after making any deduc­
tion permitted under the provisions of subdivision c of this 
rule, there shall be excluded from the remuneration upon 
which the premium for the policy is based that part of the 
remuneration of each such employee which is in excess of any 
average weekly remuneration of $100 per week. A part of 
a week shall be considered as a full week in determining the 
average weekly remuneration.'' 

· The purpose and effect of the $100 payroll limitation rule 
were to exclude from the premium base that part of the pay­
roll of each· employee which was in excess of an average of 
$100 per week if the employer's books were maintained in 
such a manner to show this excess. The $100 payroll limita­
tion approved in 1946 was reasonable at that time, because 
it covered the expected total payroll of most employers under 
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normal conditions and imposed a reasonable ceiling to take 
care of exceptional cases of high-salaried em­

page 118 ] ployees. The function of a payroll limitation 
rule is to measure in a reasonable manner the 

normal or expected exposure to hazard, risk by risk, of the 
insurance companies which write workmen's compensation 
coverage. Whenever it ceases to perform that function due 
to changed conditions, the rule should be re-examined in the 
light of current conditions and· modified to take care of those 
conditions. 

Five years ago the Workmen's Compensation Inspection 
· Rating Bureau of Virginia proposed in Case No. 13838 that 
the $100 payroll limitation rule be changed so as to increase 
the payroll limitation to $300 per week. The Commission 
refused to approve the change because: (1) the Commission 
was not convinced that the $100 payro~l limitation rule did 
not at that time under the evidence submitted adequately 
measure the exposure to hazard, risk by ris~, of the insurance 
companies which write workmen's compensation insur~nce ; 
and, (2) an adequate plan for reduction and redistribution 
of the revised rates which must accompany the change was 
not .submitted. 

The Commission is convinced from the evidence in this case 
and its knowledge of conditions which exist in the State that 
the limitation which the $100 rule places upon the premium 
base of workmen's compensation insurance is too rigid and 
that- the -rule has c_eased· to measure in a reasonably accur·ate 

· manner the exposure, risk by risk, of the· insurance companies 
which WJ;ite workmen's compensation insurance. 

page 119 ] Economic conditionS. in Virginia have changed 
substantially since the $100 payroll rule was ap­

proved in 1946. Both wage levels and the cost of workmen's 
compensation claims have. _increased substantially. As wage 
levels increase, more and more payrolls move ofit of the 
preJDimn base 1mder the $100 limitation with the result that 
t:h~:-__ premiums -of e~g.ployers who pay high wages remain 
s~tic while the preminms of other employers who have dif­
ferent wage-paying p:t;actices increase. This results in dis­
critninatlQn and sho1Prl be corrected by raising the limitation 
of: 'the nile to a point where the rule is flexible enough to 
permit tb.e premiUm. base (payroll) to reflect these conditions. 
In ~t- -~es the $100 limitation imposed by the former 
rUJ~, is reached some 'time before the end of the employee'$ 
wg~k week. The r~sult is that the total premium pai4 i~, not 
propOrtional to the total exposure to injury during the work 
week. The $300 p~yroll limitation rule approved by the Com-
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mission will permit more payroll to flow into the rating system 
and thereby enable the rating system to measure more. ac­
curately, among insureds, the hazard of (lach riHk on the 
basis of its own {'Xperience. 

If a payroll limitation rule may be imposed, and no one 
has contended that it cannot, revisions in that rule must be 
made by the Commission when it becOines apparent that the 
limitation in the rule is not realistic. Up to now, Virginia 

Manufacturers Assoqiation has heen satisfied with 
page 120 ) the $100 payroll limitation. In this case it con-

tended that the limit should be no higher 
than $61.67, the weekly wage figure upon which the $37 
maximum compensation provided by §65-51 of the Code is 
based. This proposal is both unreasonable and discriminatory. 
The $37 per week maximum con1pensation under §65-51 does 
not represent the insurer's entire liability. Medical expenses 
and death benefits provided by the Act may run into thou­
sands of dollars. Furthermore, under present economic con­
ditions this limitation would have the effect of withdrawing 
too much payroll from the rating system with the result that 
the expected payroll would not be adequately covered. Some 
employers would pay wholly inadequate rates while others 
would be paying too ntuch. The $300 limitation rule approved 
by the Commission provides a broad base against which 
premiums are computed and is fair and equitable to all, 
because substantially all payroll will be usable for determin­
ing the premiums to be paid. 

It is important to bear in mind that the change in payroll 
limitation is not introduced for the purpose of obtaining more 
premiums overall for workrnen 's compensation insurance; its 
purpose is to redistribute more equitably among insureds 
the premium required to provide the statutory benefits. It 
is true that some insureds will pay more premium under the 
$300 rule than they would have paid under the $100 rule and 
that others will pay less; but it does not follow that the 

$300 rule should be disapproved for that reason. 
page 121 ) The reason why an insured will pay n1ore under 

the $300 rule is that part of his payroll is not 
now entering into the premium base under the $100 rule and 
that he is getting a free ride at the expense of the employer 
who is required to pay on the basis of all or substantially all 
of his payroll. 

The $300 limitation rule should provide savings in expense 
both to the employer and the insurer, Under the $100 rule, 
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the employer must keep payroll records so that the excess of 
$100 per week can be determined. The evidence indicates that 
in some cases this is so expensive that some employers permit 
their entire payroll to enter into calculation of their premium 
rather than incur the expense of keeping records in this 
manner. In addition, the insurance company on the risk must 
incur additional auditing expense because its auditors must 
determine if the $100 rule is applicable and to what employees. 

The Rating Bureau has taken every reasonable precaution 
to insure that the over-all premium collected by the insurance 
companies will be constant under the $300 rule and that no 
over-all increase in premium will result from the substitu­
tion of the $300 rule for the $100 rule. Actual audits havtl 
been made of the payroll records of a very substantial nunl­
ber of employers on the basis of both the $100 rule and the 
$300 rule. These audits have determined that rates can,, .and 

should be reduced 6.6% if the $300 ·rule is used 
page 122 ] instead of the $100 rule. This 6.6% reduction in 

the rates has been spread among the varioJIS in-
, dustry cla~si.fications on the basis of a ·.country-wide study 

which established classifica"tion relativities on the basis of 
the wage-paying practices in the industries they r(lpresent. 
This study involved oyer ten apd one-half billions of dollars 
of.· p.ayroll. Because of·dJfferent wa.ge~paying, pi·actices, somP 
cla·s$ifications receive r,~lte. reductions: b~.;excess of 6.6ro while 
oth¢:r§ who$e wag~ sc$1~-.is at \Qr bel()w :$100 per week receiv(' 
less than tlre' 6.6:% ·av~~tlg~ . r,gguction. The reductions pro­
po~;~d beca:q~·~. of· ~he ~~ .. Qf .~11~., $3QO :rtile range from 44.8% 
to zero, but aver~ge out. at .. l);(i~r~ 

To· furtlt~r c~~hion ·tlte ~effe~~ :of the change from the $100 
to; .tb:~; $30(): r,ulej· .. tb~ :Jl~t~I~,g Bvreau propos~d, and the COin­
mis·t\~®. Q.pprov.ed, 'll t.J:~asi~ion rule. T·his rule under certain 
specmed :(!'«.1ndt~o~s ·U~m1~.fJ· ~he effect on a risk of the chang(' 
from :the $loti to the :$300. rule for the first two years to a 
m~®iw;om incJiease: o.f 10,% in premium; for the third year 
~,@.~'\~£·-~b;e·,re~rte'~lJ:Io:V~'1Q;%· will be colle.cted. The rule b~come~ 
fU~~·~eft~~tive o~y .~ft¢r.the third year. -
Tb~ Qomtljiii,Sio~. if!t of the opinion that the $300 payroll 

limitation 'nfle: is. re.aS.onable and a r,ealb~tic addition to the 
~Q.i{ljtui1i~s · ~~~p·~Ji~itton in$urance :.;~ting system b~caus.e 

\l·:di$~m)).qtes more equitably .a;mong insureds the 
p .. ~" 12:~· .}i ·~('tf!t .o.f' workmen's compensation insurance •.. It 

· i'$,1:\nie:ffeet in ~8 other states. Only 7 states,. :ot)l~r 
~~ifi~V~~~~~o~ nse .the·$100 payroll.limi~~ion r1ile_~~J.~'h 
the Commlss_m:n· ~pproved 17 years ago. If the $100 p.a~,qll: 
1iygf.tiOJ):. 'W{llJ; .:r,@.$Ona ble in 1946, certainlY,~. in vie'V 'Of What 
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has happened in this country since then, a $300 payroll limita­
tion is reasonable now. 

CATTERALL, Chairman. and HOOKER, Oommtissioner, 
concur. 

page 124 ) AT RICHMOND, JUNE 10, 1963 

APPLICATION OF 

WORKMEN'S COMPENSATlOX INSPECTION 
RATING BUREAU OF V1RGINIA 

CASE NO. 16310 

For revision of workmen's compensation rates. 
The Virginia Manufacturers Association having filed due 

notice of appeal in this case, 
IT IS ORDERED that all of the original exhibits filed both 

with the application and with the evidence, numbered and 
described as follows, be certified and forwarded to the 
Supreme Court of Appeals of Virginia to be returned by him 
to the Commission with the mandate of the Court. 

Exhibits filed with the application: 

1. Schedule of proposed rates, minimum premiums, etc. 

Exhibits filed with the evidence: 

A. Proof of notice by publication. 
1. Revised compensation rates proposed by National CQun-

cil on Compensation Insurance. · 
2. Revised compensation rates proposed by Bowles, An­

drews & Towne on behalf of Virginia Manufacturers Asso­
ciation. 

3. Suppl~ment to Recommendation #3 and Recommenda­
tion #4 by Bowles, Andrews & Towne. 

4. Revised Exhibit B. 
5. Reply to Bowles, Andrews & Towne A:galysis Workmens' 

Compensation Rate Filing. 
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6. Table of clerical errors in Exhibit #~1~ 
7. Rate level based on no ca~strophe $1low~nce with un­

limited catastrophe losses. 

END 

A True Copy 
'Xeste: WILLIAM C. YOUNG 

Clerkof State Corporation CommiRsion 

page 125] COMMONWEALTH OF~VIRGINIA 

STAT:tn: OQRPOR~TI0.N ~O~¥J$$.ION 

C!JR',VIFIQ;lTJD. . 

Pursuant to an order" .enter:e.d het..e~~ •,Q~ ~l~!Jel :.tQ,. 1~6~~/tlie 
ortginal ·Q~bits listed, :therf!~n ~t~~ 'lJif!it~b.¥ ~<.J~1S~Pi:~d :to.1 \t};l~ 
Sup~etne ::~()m:-t.ot·:A,p:,a.1s, ()~'·¥ir:!W~~' ~~A Ii~·-t~jqlPed QY the 
Clftrk 4th~Depf' toJ ·thi's: :Oo}Jllij:i$$ion ·~~1Ji~ ~h~~ ~j;_C18.;te o~ that 
co.u~t. . .. . .. ·'·'·1

• 

'[~- ~~:·I~WJ}er c~rti.Aed; .~():·it}),~ ~Sup~~~i:·:~omft of Appeals of 
v~~a t~~ tlte:.~9_t.f!l9iJ!g(~~ns~p~ .. ·~o$ t~e record in thif;l­
P#gg~~ilm,;. ,:;witli}<,;th~~ ,;~~l~~~)~xbil!)i~~: .. ~contains all of ~~e: 
faP'ts.· ·~PQP:. ,\\fbi~~~· ·:th~ ~rtO:tiiQ~. ·~q,pe~leil from was based, tow. 
gQtlhet .. wi~}! ·:~ul_:~ ·t~~··>e~(lep'A,e. i}l~q:Quced before or con­
sidered! b¥ ~lis ·<O.oriQnission· .. , ' . . / r: 

W'~~~s.1f ·;~~ ~~~~:l!i~~-· ;9$!-~~ph ~'f._ Catterall, Chairman of 
t~~y{~~tQ·f.-(t)p·t.,p.ota~():~· ;~&wwls$.11),~, $der . its seal. and at­
ti1't~.i~\~Y. ~~~~; Ol~~r.l 'tilll'~ :lffi!l~ 1da,;· of ,June, 1963, at Rtchmond, f";:i'''' ,;)o);;:;;,{Y?':'<·\\:i\V .Att::::I~=;::NG 

·<lerk 
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CERTIFICATE 

I, "Tilliam C. Young, Clerk of th(l State Corporation Com­
mission, certify that within sixty days after the final order 
in this case, Virginia 1\lanufacturcrs Association, by its at­
torney, Frederick T. Gray, State-Planters Bank Building, 
Richmond 19, Virginia, filed with m~ a notice of appeal 
therein which had been delivered to M. Wall ace Moncure, 
Jr., Mutual Building, Richmond 19, Virginia, opposing coun­
sel, to Counsel for the State Corporation Commission and 
to the Attorney General of Virginia, pursuant to the pro­
visions of Section 13 of Rule 5 :1 of the Rules of Supreme 
Court of Appeals of Virginia: 

Subscribed at Richmond, Virginia, June 21, 1963. 

A Copy- Teste:, 

WILLIAM C. YOUNG 
Clerk 

H. G. TURNER, Cler~ 
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