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illinois is on the road Wilson says he's guilty
to risk management in huge mail fraud case

By TERESA NORTON

CHICAGO-The State of Illi

nois controls in excess of $4 bil
lion in values and approximately
35,000 buildings. On April 17,
handling of property-liability
coverage for these assests will
formally come into the domain *4 '*
of the state's new superintendent
of risk management, William J
Gibbons Jr.

Illinois established the new

division by statue in July, 1971
Mr. Gibbons, former director of
insurance and administrator of

employe benefits for Standard
- Kollsman Industries Inc., was se-

lected on the basis of a report by

the Illinois state property insur-

ance study commission, which led W. J. (Bud) Gibbons Jr.
to the new division, and recom-
mendations by Ebasco Services Inc., its consultant.
- Mr. Gibbons told Business Insurance that the new risk man-

agement division will coordinate the handling of all property-
liability insurance exposures (excluding life, accident and health
and workmen's compensation) of the state and its departments.

divisions, agencies, branches and universities. The division, he
explained, will have the power to:

• Develop and maintain loss and exposure data.
• Study the feasibility of self-insurance and reinsurance be-

yond the realistic limits of self-insurance.
• Prepare a plan to centralize purchases of property-liability

insurance on state property under a master policy (or policies)
contract.

• Evaluate existing provisions for fidelity bonds required of
state employes and look into reduction of cost in this area with-
out loss of coverage.

• Establish regulations to inventory property owned or con-
trolled by the state.

• Investigate inclusion of school districts, junior college dis-
tricts and other units of state government in the program for
centralized purchasing of insurance.

• Implement such recommendations of the state property in-
surance study commission as the department of finance finds
necessary in the performance of its duties to achieve efficient
and comprehensive risk management.

MR. GIBBONS has been involved in the underwriting, broker-
age, consulting and risk management phases of insurance since
1935. He served the past year as president of the Chicago chapter

Continued on page 45

By RICHARD BJORKLUND

MIAMI-Philip M. Wilson, in-
dicted for a $150 million mail
fraud with 21 other persons, has
entered a plea of guilty to con-
spiracy and seven counts of mail
fraud and faces a maximum of 40

years in prison and fines of as
much as $17,000.

Sentencing of Mr. Wilson will

follow the delivery of probation
reports to Federal District Court
Judge Joe Eaton, before whom
guilty pleas were entered by Mr.
Wilson and Charles E. (Carl)

Brown, who faces. a maximum
term of 20 years.

Both Mr. Wilson and Mr.

Brown are defendants in a July,
1970, mail fraud case in St. Louis
involving minimutual insurance
companies. That case, which de-
veloped after Business Insurance
exposed the insurance operations
of Mr. Wilson and his associates,
centers around sales of allegedly

worthless insurance coverage by
illegal minimutual companies op-
erated by Mr. Wilson and his

associates through a loophole in
Missouri regulatory law.

THE MIAMI indictment, to
which Mr. Wilson and Mr. Brown

and seven of their co-defendants

have pleaded guilty, involves al-
leged instances of fleeeing busi-
nessmen in an advance fee swin-

dle in which prospective builders
lost an estimated $75 million in
escrow money. Another $75 mil-
lion was lost by insurers and
companies that purchased rein-
surance from Trans-Continental

Casualty Insurance Co.
The 78-count Miami indictment

constituted the  largest mail fraud
prosecution in the history of the
U.S. postal service.

Trans-Continental, formerly
domiciled in Nassau, Bahamas, is

Fund profited on ITT stock
By STEPHEN GILKENSON

NEW YORK-Authorities in

Washington and Ohio are investi-
gating the sale of more than
100,000 shares of International
Telephone & Telegraph Corp.
preferred stock to the State
Teachers Retirement System of
Ohio pension fund last July. The
transaction, it was alleged last
pieek, may have come about as a
result of insider information

known by the investment bank-
ing firm of Lazard Freres & Co.,

New York, and may have worked
to the detriment of the fund.

At least one person, however,
cannot understand what all the
commotion is about. He is Her-

schel C. Pittenger, portfolio man-
ager for the $2.2 billion Ohio
fund. Mr. Pittenger told Business
Insurance during an interview
last week that the series of stock

purchases in question resulted in
a realized gain of $1.314 million
for the fund. "I suppose," he said
of the charges and the investiga-
tion they prompted, "they're

looking for some finagling at the
top. But I'm satisfied that the
whole thing worked out to the
fund's advantage."

THE INQUIRES by the Ohio at-
torney general's office, the Se-
curities and Exchange Commis-
sion and the U.S. Justice depart-
ment were apparently triggered
by Reuben B. Robertson III, a
young attorney working with
Ralph Nader.

Mr. Robertson's charges, made
Continued on page 2
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Philip M. Wilson

one of 255 "suitcase" insurance

companies erased from Bahamian

records by Bahamian Insurance
Registrar Charles Donaldson.

Mr. Wilson is described by
Asst. U.S. Attorneys Arthur Tif-
ford and Richard Kirschner as "a

major defendant" in the current
indictment. Sources within the

Department of Justice said that
other indictments involving the
Bank of Sark on the Gu ernsey
Islands in the English Channel
may be returned that will make
Mr. Wilson the key defendant.

In the Miami mail fraud in-

dictment it is alleged that some
prospective loan clients were told
that Trans-Continental vias a

recognized client of the Bank of
Sark in order t6 provide a false
facade of respectability for the
"shell" company in Nassau.

Judge Eaton has .set no date
for sentencing AIr. Wilson and

Mr. Brown pending examination
of their probation reports. "The
length of their sentences ii at
the discretion of the court," Mr.
Tifford told Business Insurance,
"and it depends upon the pre-
sentencing investigation." He
said that the remaining 10 de-

fendants who pleaded innocent
but are still in the jurisdiction of

the court will go on trial April 10.
Defendant Bernard Greenberg

is believed to have fled to Israel,
which has no mail fraud extradi-

tion treaty with the U.S. Dr: Clif-
ford Noe, whose activities have
been reported in this magazine, is
under detention in England. An-
other defendant, Wendell L.

Thompson, is to undergo psychi-
atric examination before sentenc-
ing.

MR. WILSON'S insurance ac-

tivities were first brought to pub-
lie attention in a series of articles

in Business Insurance that began
on Dec. 2, 1968. The Miami indict-
ment alleges that the $150 mil-

lion mail fraud began about that
time and continued until the in-

dietment was returned by a fed-
eral grand jury in January of
this year.

Mr. Wilson, whose insurance

agent's license was lifted by the
Missouri insurance department,
has an arrest record for possess-

ing stolen goods. in St. Louis, but
his only conviction was on a con-
tempt of court charge in' Los An-

geles arising out of the Bank of
Sark operations. m
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Opening day came and went but Cardinals Joe Torre, Dal Maxvill and
Lou Brock {left to right) were busy striking for higher pensions, not base-
balls. St. Louis Ccrdinal's p-esident August Busch Jr. (second from right)
and team owners were still negotiating with the Players Assn. over pen-
sion benfits while the sun wa *med empty grandstand seats across the
country. For details see page 12. -Wide World photo
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Says Ohio fund made profit on sale of ITT stock
Continued from page 1
in a letter to Sen. James O. East-

land (D.-Miss.) casts an even
wider shadow on the already mud-
dled case involving ITT, its al-
leged intimacy with the Republi-
can party and its · influence with

the Justice department's antitrust
division.

Ohio Attorney General William
J. Brown said that his office, the

SEC and the Justice department
are attempting to determine if
the Ohio teachers' pension fund

was damaged as a result of al-
leged use of inside information

by Lazard Freres. The invest-
ment banking firm sold slightly
more than 100,000 shares of ITT
Series N preferred stock to the
fund during July of last year.

The Ohio fund paid from $78
to $83 a share for the stock.

However, on July 31, just a day
after the Ohio fund had com-

pleted buying bloes totaling
102,500 shares, the stock sank to
$69 a share. That was the day it
was announced that a settlement

of the Justice department's anti-
trust suit against ITT had been
made.

1({8  *f@ -r--'- 'clf@e65'l5
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You probably are seriously concerned about
gathering accurate, objective information

on which to base your decision.

A CAMERON AND COLBY
FEASIBILITY STUDY WILL GIVE YOU

FACTS AND EVALUATIONS.

Authorize such a study and a team of professionals
- experienced in insurance organization and
management - will make a penetrating analysis
of your loss patterns and exposures, premiums and
coverages, including industry comparisons.

A single, concise report - presenting our findings
and projections - will weigh the costs and advan-
tages of a captive, related to your corporate objec-
tives and the necessity to protect assets and
earnings.

If you are interested, we'll be glad to discuss a study
with you - without obligation. For information...

Albert R. Dow, Vice President

MANAGEMENT SERVICES DIVISION

CAMERONI t COLBY CO.
AN OPEN CIRCLE COMPANY

60 Batterymarch Street, Boston, Massachusetts 02110 • 617/357-8400

Felix Rohatyn, an ITT director
as well as partner in Lazard

Freres, testified in Senate hear-
ings last month that he was told
of the proposed settlement agree-
ment between ITT and Justice on

June 17. He said he relayed this

information to Harold Geneen,
ITT's chief executive, but that

tight secrecy surrounded han-
dling of the information.

IN HIS LETTER to Sen. East-

land, who heads the Senate judi-
ciary committee, which is inves-

tigating ITT's relationship with
the Republican party, Mr. Rob-
ertson asserted:

"As a witness before the com-

mittee, Mr. Rohatyn testified that
Lazard was both buying and sell-
ing ITT stock during this entire
period of negotiations. While
technically perhaps accurate, this
statement was fundamentally mis-

- leading since it didn't properly in-
dicate the magnitude of the sales."

Mr. Robertson said that Lazard

Freres was "perhaps the most ac-
tive seller in the world ·of ITT

Series N preferred stock" in the
weeks preceding the announce-
ment of the agreement between
Justice and ITT that allowed ITT

to retain its most important ac-
quisition in recent years, the
Hartford Fire Insurance Co. Se-

ries N preferred was the stock that
had earlier been issued by ITT in
exchange for Hartford Fire stock.

Mr. Robertson also charged
that Lazard Freres' Mr. Rohatyn

had several secret meetings with
Deputy Attirney General Rich-
ard G. Kleindienst in 1971 be-
fore the settlernent offer was

made and communicated to him

privately on June 17.
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Would your insurance cover only a fraction of
your property's insurable value?
If there is any doubt in your mind,
call the professionals.

INDUSTRIAL APPRAISAL COMPANY
NATIONWIDE SERVICE

HOME OFFICE: 222 BOULEVARD OF THE ALLIES, PITTSBURGH, PA. 15222
EXECUTIVE OFFICES: CHICAGO • NEW YORK • LOS ANGELES

"On or about the first day

of July, 1971," Mr. Robertson
charged in his letter to Sen. East-
land, and "immediately following
a private meeting between Mr.
Rohatyn and Mr. Kleindienst
concerning the progress of the
negotiations, Lazard sold off

30,000 shares in a single bloc" to
the Ohio teachers' pension fund.
Mr. Robertson further alleged
that during the remainder of
July and before the July 31 an-
nouncement that resulted in a

healthy drop in the stock's price
Lazard sold off another 90,000
shares to the Ohio fund.

In addition, the young attorney
noted, "hundreds of thousands"
of the same issue were sold to

the public and trust departments
of Chase Manhattan Bank,
Chemical Bank, Central National
Bank of Cleveland, Morgan
Guaranty Trust Co., Hartford
National Bank, Fiduciary Trust
Co. of New York, Mercantile
Trust Co. of St. Louis and Safe

Deposit & Trust Co. of Spring-
field, Mass.

Lazard Freres has responded to
the charges by saying that "all of
the sales of ITT securities exe-

cuted during (the June-July,
1971) period were as a result of
unsolicited orders received by
the firm from its clients."

Still somewhat puzzled by all
the flap last week, however, was
the pension fund's Mr. Pittenger,
whose $2.2 billion fund currently
includes about $800 million in
equities.

Prior to last July's transac-
tions, Mr. Pittenger disclosed to
this magazine, the fund held
102,700 ITT common shares that
it had bought for about $51. Ear-

ly in July the fund sold the
whole bloc for about $62 per
share and purchased 82,200
shares of ITT Series N preferred.

Between July 27 and July 30,
Mr. Pittenger said, the fund pur-
chased another 20,300 shares of
Series N with new money that
came into the fund. All of these

July transactions cost the fund
between $78 and $83 per share.
When the ITT-Justice settlement

was announced, however, the
price dropped to $69.

Mr. Pittenger further disclosed
to Business Insurance that the

fund continued to buy Series N
stock even after the July 31 an-
nouncement. In August, for exam-
ple, it acquired another 57,800
shares. Since last August, he
added, the fund has traded some
Series N for ITT Series J. How-

ever, it recently retraded the Se-
ries J for more Series N and now

holds only ITT Series N stock-

161,900 shares as of last week.

NOTING that the price of ITT
common has also dropped the
past year, Mr. Pittenger said that
he feels the fund is still in better

shape-by about $1.314 million
in realized gain-than it would
have been had it not turned to

the Series N issue.

The fund, however, does have
an unrealized loss on the 161,900
ITT shares it now owns at a val-

ue last week of $1.29 million. Net

gain on the transactions, there-

fore, is $24,000.

"Of course," he added, "it

could be better. But you have to

realize that the only reason the
stock is down is because of this

cloud hanging over its head ." •
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Equal Rights Amendment may overhaul state laws
By LESLIE MURRAY

WASHINGTON-If the pro-
posed Equal Rights Amendment,
recently passed the Senate, is ap-
proved by the necessary 38 state
legislatures, widespread changes
in state labor laws, Social Securi-
ty and government hiring, pro-
motional and retirement policies
may be expected.

The main pro-
vision of the a-

mendment states:

"Equ,ality or ......
rights under the 
law shall not

be denied or

abridged by the
United States or

by any state on
account of sex."

Its backers, in-
cluding the Cit-

izen's Advisory Council on the
Status of Women and its chief

Congressional proponent, Con-
gresswoman Martha Griffiths (D.-
Mich.), had consistently stressed
that the amendment as worded

would not affect purely private
employment practices. Its major

thrust focused instead, they said,
on governmental actions.

Alleged sex discrimination in
most areas of the private sector,
as pointed out repeatedly during
Congressional debate over the
amendment, is covered by Title

VII of the Civil Rights Act of
1964, Executive Orders 11246 and

11375 ( authorized by President
Lyndon Johnson) affecting equal
employment practices for firms

operating under government con-
tracts, and the Equal Pay Act of
1963.

MOST OPPONENTS of the

amendment, in fact, based their
arguments on possible burdening
of the courts and Constitution re-

sulting from overlapping stric-
tures of previous state and feder-
al legislation. Proponents count-
ered by citing sluggishness and
failure of courts (particularly the
Supreme Court) in passing down
positive rulings on existing sex
discrimination legislation.

Nonetheless, state labor laws,
particularly "protective" labor
laws for women regulating
weight lifting, overtime restric-
tions and night work, could be
severely altered or abolished

should the amendment be rati-

fied.

Those backing the resolution
have contended that such protec-

tive legislation is merely ve-
neered sex discrimination, espe-
cially in light of the changing
nature of women's place in the
work force.

Olga M. Madar, United Auto
Workers vp, in urging Congress-
men to defeat an amendment to

the original resolution which
would have exempted a worker
"from compulsory military se]>-
vice or any other law of the
United States or of any State
which reasonably promotes the
health and safety of the people,"
asserted that "discriminatory and
outmoded" state laws regarding
women violate Title VII of the
Civil Rights Act.

"THE DAY of the discrimina-

tory state laws is ending," said
Miss Madar. "Judicial decisions

in Title VII litigation leave no
doubt on that score. Upwards of
45 % of the complaints brought
under Title VII have had to do
with sex discrimination under

state Laws.

-Almost unanimously, the de-
cisions have gone against the
state laws and have apheld the
principle of equal treatment of
the sexes, which is the whole

point of the equal rights amend-
ment."

The Senate judiciary commit-

tee, in its report favoring the

equal rights amendment without
modifying additions, concluded
that, "Many of these laws (pro-
tective labor legislation) are not
protective at all, but rather are
restrictive, and have been shown
to have a discriminatory impact
when applied only to women.

"For example, a law which
limits the working hours of
women but not of men makes it

more difficult for women to ob-

tain work they desire and for
which they are qualified, or to
become supervisors."

IN THE OPPOSITE corner,
Sen. Sam Ervin (D.-N.C.) op-
posed the amendment in toto,
maintaining that its passage

WARNING

would be superfluous to previous
federal and state action ( such as
Title VII and extended enforce-

ment powers of the Equal Oppor-
tunity Commission) to abolish
protective labor laws. "Resorting
to an amendment to the Consti-

tution to effect this purpose," he
said in a minority rebuttal to the
committee's report, "is about as
wise as using an atomic bomb to
exterminate a few mice."

Sen. Ervin also quoted from an
AFL-CIO executive council re-

port, stating, "We have opposed
the equal rights amendment be-
cause of it potentially destructive

impact on State labor legislation
for women workers... Experi-
ence, to date, shows that 'equali-

ty' has been used to remove la-
bor law protections for women,
rather than to extend them or

adapt them to man."

ERA backers had testified that,
while some discriminatory por-

tions of state labor legislation
would probably be voided, other
so-called "protective" laws could
be extended to include men as

well as women. For example,
men might be granted longer rest
periods or weight lifting limits
depending on their size and
strength.

AS STATED by the Senate ju-

diciary majority report, "In those
situations where a court finds a

State or federal law in conflict

with the Equal Rights Amend-
ment, the legal infirmity will be

cured either by expanding the
law to include both sexes or nul-

lifying it entirely...itis ex-
pected that those laws which are
discriminatory and restrictive

will be stricken entirely ...On

the other hand, it is expected
that those laws which provide a
meaningful protection would be

expanded to include both men
and women, as for example min-
imum wage laws."

Mrs. Griffiths, in her testimony
before the constitutional amend-

ments subcommittee of the House

judiciary committee, asserted

that, "It should also be under-
stoodthat under the Equal
Rights Amendment many laws
which treat men and women dif-

ferently would not be struck
down, but simply would be ex-
panded in their coverage so as to

include the sex previously dis-
criminated against.

"Under established practice,
when a court rules that part of
a statute unconstitutional, the
whole statute is not automatical-

Continued on page 48

Crack down on those fraudulent claims.
Call in the professionals.
Get the ironclad evidence you need to disprove
fraudulent or exorbitant claims-quicklyand eco-
nomically. From Pinkerton's, the professionals.

Professional claims investigations are a
basic part of our security and investigative services.
Our investigators know insurance law. They know
exactly what kind of evidence your legal people
can use to break a case wide open. Since spade-
work is the backbone of any legal brief, they fine-
comb the scene of the incident, along with all
pertinent records and reports, to give your counsel
the vital detailsand contradictions in testimony on
which so many cases hinge.

Through years of experience, these special-
ists have learned how to be at th6 right place at the
right time. To film claimants doing things they said
they couldn't do. To track down witnesses, neighbors,
associates, employers and find out what really
happened. Our people include men and women with
the ethnic backgrounds to fit into any environment.

As the oldest and largest agency in this field,
Pinkerton's hasthe prcfessionals anc the world-
wide capabilities to insure you a fairsettlement. No
mattef whattype of claim you're involved with.

Forallthefacts.

justsendthe coupon tc: Pinkerton's
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PINKERTON'S, INC.
100 Church Street, New York, N.Y. 10007
PINKERTON'S OFCANADA LIMITED
1980 Sherbrooke Street W.. Montreal 25, P.Q.

Tell me more about your p-ofessional investigative services and
how they can helpmycompanycrack down on fraudulent claims.
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 washington watch
Dental cover has its growing pains;
some see limited government role

WASHINGTON-Dental COV-

erage appears to be edging into
the spotlight of private-sector
and government health insurance
considerations.

Once almost an oddit y-at
least a very special item-in
fringe benefit plans, dental care
coverage has gained rapidly in
the past few years. It's estimated
by dental organizations to have
increased from below 6 million
Americans covered in 1965 to

more than 13 million now.

This is only about 7 % of the
population, compared to 70 % who
have some form of medical cov-
erage. But there are strong indica-
tions that millions more than that
7 % are becoming aware that fam-
ilies don't need to be limited to
the choices of the past: paying big
dental bills directly or simply do-
ing without dental care.

UNIONS HAVE had a lot to do

with the increase in dental care
group coverage. Many teamsters
have it, some 300,000 aerospace
employes recently worked it into
their contracts, and the United
Auto Workers carne close to

/ doing so in negotiations this year.
(Their members at International
Harvester did get it). The UAW
will try again in future bargain-
ing with the car manufacturers
according to union sources here
and steel wjrkers are expected to

join them. As one labor spokes-
man put it, "This is a logical pro-
gression in health coverage. The
need has been there all along. Now
the insurance plans are there."

The coverage does not have its
roots down very deep yet, how-
ever. Most commercial compa-
nies, dental groups and group in-
surers such as Blue Shield who
are writing dental policies are
said to be having difficulty
breaking even on it.

This is seen as caused mainly
by the rush to get dental atten-
tion when plans go into effect.
There is also lack of experience
with premiums ( usually $25 to
$35 a month with an employer
chipping in less than half and an
employe paying about 25% of
charges for filling, extractions,
etc. and more for special work).
Often they have not met costs. In
addition, there's the problem of
dental fees increasing over the
past few years.

Higher premium rates, how-

Here comes PEG.

When it comes to comp
we make it happen !

Introducing Kathy Keay,
1972 PEG Girl.

Kathy symbolizes our administra-
tive know how-the kind of "can

do" philosophy that makes our
national network of offices hum.

Motivation. Courtesy. Accuracy,
efficiency and cheerfulness.

We figure it takes this kind of
dedication to back up our big guns
in the field. To make sure you get
the industry's most versatile
and reliable comp going.

So when you think of us as a
highly specialized comp company
with extraordinary capabilities in

underwriting and risk analysis,
total loss control, claims admin-

istration, and dividend flexibility,
don't forget our lovely Kathy Keay

and what she represents.
Kathy's another big reason

why...when it comes to comp we
make it happen.

Pacific Employers
Insurance Company
An INA Corporation company

ever, would limit growth consid-
erably. High costs were one rea-
son the auto workers decided
against making an issue out of
dental coverage this year. Dental

groups and insurers feel that time
could solve this problem, however.
They feel that once the initial
waves pass and those covered are
in better dental shape the plans
can operate in the black at reason-
able rates.

GOVERNMENT so far hasn't
played a regulatory or assistance
role in dental plan growth

(through many state, local and
federal employes have group
coverage and were mong the first
to get it). Government has been
quite active in pointing out the
problem, however. The Health,
Education & Welfare depart-
ment's division of dental health
has a continuous information

program and has been pounding
away with some hard-to-ignore
statistics: about 50% of the chil-
dren in the U.S. have decayed
teeth by the age of five; most
adults have tooth decay or gum
disease; only 25,% of the popula-
tion receives dental care regular-
ly.

The government's information
efforts are officially applauded
by the dental profession, but
they're also considered slightly
bothersome. The American Den-

tal Assn., for instance, wouldn't
mind a slowdown. "If you exam-
ine 100 people, almost invariably
99 of them will need some sort of

dental care," said an ADA spokes-
man.

One reason the dental associa-
tion would like to see less em-

phasis on the problem ( and more
on prevention) has to do with
pending health legislation, specif-
ically the Kennedy-Griffiths pro-
posal for national health insurance
backed partially by tax money
and run by the government.

The Kennedy-Griffiths bill is

the lone piece of health legisla-
tion at present that includes den-
tal coverage. The care would be
mostly for children. All those un-
der 15 years of age would be
provided with dental services
without charge, and the coverage
would expand for five years af-
ter enactment to cover everyone
up to 25.

THE ADA says it's all for help-
ing children in need of dental
care, but, like nearly all oppo-
nents of the Kennedy-Griffiths .
proposal, it doesn't want the gov-
ernment running the whole show.

Yet the ADA figures some gov-
ernment aid-Land policing power
-should be brought into the
dental care picture to supplement

dental insurance plans, which not
everyone can afford.

And there are indications the ,

government may participate,
whatever the fate of the Kenne- |
dy-Griffiths bill. The health in-
surance plan being pieced togeth- ,
er by the House ways and means

committee may well have some
kind of dental care provision for
families at the lower end of the
income scale at least.

John P. Baker, assistant chief
counsel of the committee, noted
that during hearings last fall on
proposed health insurance legisla-
tion there was considerable testi-

mony in favor of a government ,
dental care program. "It will
have to be considered for inclu-

sions," said Mr. Baker. "It defi-
nitely hasn't been ruled out." •

Dental plan approved
for Seattle workers

The city council of Seattle,
Wash., has unanimously approved
a $1.2 million dental plan for city
employes, including elected city
officials.



Touchy
Question#103

What should your workmen's
compensation insurer be telling you, and when,

about what they're doing with your claims?
Everything worth knowing. As soon as it's concentrating on the relatively infrequent, but

knowable. extremely costly, losses whose impact on his rate
We believe that to write a compensation structure far outweighs the numerous run-of-the v

policy is to create a partnership. The primary mill cases. In their early stages, what he wants is
objective of the undertaking is to avoid suffering not guesses as to what these big claims will ul-
and death. Carrier and customer should regard timately cost, but factual analyses of accident
themselves as joint venturers in the continuous causes and solidly-grounded safety controls to
application of effective loss controls. prevent their recurrence.

No partnership can succeed if either partner Eighteen months after policy inception,
is kept in the dark about what the other is doing, when cases go into the unit reports for rate-
and why. The risk manager has as much right to making purposes, he turns his attention to open
be informed about claims handling as the insurer files reserved on a judgment basis. He reviews,
has to be informed about the operations and personally with his insurance company's claim
exposures. manager, any of these big enough substantially

This doesn't mean that either should drown to afTect his future premiums.
the other in a sea of useless paper. The insurance Whether he is dealing with the safety con-
buyer who insists on monthly or quarterly sultant or with the claims representative, the
tabulations of current losses experienced risk manager
is not only running up a bill n.. 6'rse"P# knows that if he is to give
which in the long run he'll proper attention to the losses
have to help pay. He risks C A. 3 \. \ that really matter, he can't
overlooking really significant waste time on those that don't.

We're not just looking forpoints that get buried in the
clutter of trivia. customers. We're looking for

To make sure that he sees partners. If you want someone

only what matters but a// of to share the project of getting
that, the experienced risk your workmen's compensation
manager relies on the proven costs down and keeping them
precept of the vital few," :.- there, maybe you're looking

for us.
Employers Insurance of Wausau

We think insurance

ought to work for
a living.
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Award of ITT pension
slice being scrutinized

NEW YORK-The latest possi-
ble infraction uncovered in

investigations into the Hartford
Fire Insurance Co.-International

Telephone and Telegraph Corp.

merger concerns $10 million of
the ITT pension fund given to
the management firm of Drey-
fus-Marine Midland Inc., as trus-
tees.

Although this is a very "insig-
mificant" amount of the total

fund, according to an ITT

spokesman, the events surround-
ing the management business
award are being held up to scru-
tiny by the Senate committee
currently studying the ITT trans-

actions. ITT's pension fund is in
excess of $1 billion.

In 1969, ITT was under consid-
erable pressure to divest itself of
Hartford stock in order to gain a
favorable tax advantage from the
Internal Revenue Service con-

cerning the anticipated merger.
A tax ruling is required in this
type of merger to exempt share-
holders from paying a capital

gains tax when they exchange
their old stock for shares of the

acquiring company.
In Nov., 1969, ITT sold 1.7 mil-

lion shares of Hartford stock to

an Italian Bank, Mediobanca.
Within two years, Mediobanca
had converted the shares into

ITT stock and had sold them to

the Dreyfus Fund, a mutual fund
in New York. A newly-formed
subsidiary of Dreyfus, the Drey-
fus-Marine Midland Management
Corp. now called Dreyfus-Marine
Midland Inc., was then awarded

management of $10 million of the
ITT pension fund.

Several factors of the stock

transaction indicate that the

original sale of Hartford shares
to Mediobanca may have had
strings attached. In Oct., 1969,
John F. Bogaard, chief of the
IRS's Reorganization Branch,
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Stanton Parker, managerof the
western branch of the General Con-

ference of Seventh-day Adventist
Insurance and Risk Management
Services, has been elected presi-
dent of the southern California

chapter of the American Society of
Insurance Management. During the
installation Mr. Parker commented,

"ASIM is the only organized voice
of the insurance consumer. The

1,900 corporate members making
up the national society include over
90% of the Fortune 500 list and
are collectively responsible for over
$9 billion in commercial insurance
premiums annually. Adding to this
the insurance interests of our em-

ployes, ASIM certainly has an obli-
gation to act as the consumer
watchdogof the insurance indus-
try."

1/

specified that "ITT will uncondi-
tionally dispose of all shares of
Hartford common stock which it

holds by sale to third parties."
However, in its sale to the Italian
bank, ITT supposedly assumed
the risk of a short-range market
downturn which guaranteed that
the bank could not suffer any
losses on the stock until mid-
1971.

Late in 1970, Dreyfus Fund al-
legedly bought 800,000 shares of
ITT stock frorn Mediobanca.

Then, as their management sub-
sidiary was just beginning opera-
tions, ITT placed $10 million of
business with them in July 1971.
ITT business with the fledgling
firm is reported to account for
approximately 5 % of their pen-

sion business.

In an unrelated development
in Hartford, Conn., Superior
Court Judge Walter J. Sidor dis-
missed a suit filed by Ralph Na-
der and three ITT and Hartford

5tockholders to reverse the state
insurance commissioner's 1970

decision approving the merger.

Mr. Nader and the stockhold-

ers charged that insurance com-
missioner William R. Cotter had

yielded to political and economic
pressures when he approved the
merger. In an earlier decision in
1969, Mr. Cotter had ruled

against the acquisition.

Judge Sidor ruled that Nader
and his associates did not have

sufficient standing to bring suit
and that they did not prove they
were injured by the merger.

Ruben Robertson, one of the
plaintiffs, expressed dismay that
an individual stockholder was

barred from bringing suit and
noted that the Nader group
might appeal the decision. •

*K:f#E . z

.Litiifit:.'
X.
]33·: 

Stif

U

SAN FRANCISCO-The Cali-

fornia court of appeals ruled here
this week that a profit-sharing
plan of Merrill Lynch Pierce
Fenner and Smith Inc. is part of
an employe's wages and thus is
not subject to forfeiture.

In the precedent-setting deci-
sion, the appeals court also ruled
that claims are now open to court
in spite of any prior agreement
to arbitrate issues at stake.

The case involves a claim by
David Ware, former employe of
the stock brokerage firm, for
about $22,000 vested to his credit
in a profit-sharing plan main-
tained by the company which
employed Mr. Ware from July,
1958, until March, 1969, when he
quit to join Reynolds & Co. .
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Profit sharing deemed
to be part of wages

The Merrill Lynch plan pro-
vides ' that a participant who

voluntarily terminates his em-
ployment and engages in compet-
itive occupation shall forfeit all
rights to the profit-sharing plan
and it also provides that contro-
versy over the plan be subject to
arbitration.

The appeals court ruled the
forfeiture clause is illegal under
California law and since profit-
sharing should be considered
wages, the employe has the right
to bring his claim into court.

Ware's attorney, Joseph C.
Barton, filed the suit as a class
action and, to date, it involves 60

- California residents who have at

stake more than $500,000 in prof-
it-sharing funds. •
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following the hinds

Private insured pensions leap 8.5%
NEW YORK-The 8.5% in-

crease in the number of workers
covered by private insured pen-
sion plans in 1970 was the largest
increase for all types of plans,
according to the Institute of Life
Insurance. The overall increase
in workers covered under all

pension plans was 3.9%, or 1.8
million.

The number of workers

covered by noninsured pension
plans increased 2.9%.

PRIVATE plans also showed a
higher increase in benefit dollars
paid out and the nurnber of pen-
sioners receiving them than gov-

ernment-administered retirement
plans, with a total of $6.7 billion
being paid to more than 4.7 mil-
lion persons who retired because
of age, length of service or dis-
ability. More retirees receiving
benefits from private plans than
from government-administered
plans are also receiving Social
Security benefits, the institute
reports.

(The figures for pensioners in '
the accompanying chart do not
include survivors or dependents
of deceased workers or benefici-
aries, except in a few instances,
and the total number included is
estimated by the institute to be
relatively small.) •

PERSONS COVERED BY PRIVATE

RETIREMENT PLANS

Year Insured

1950 workers 2,605,000

pensioners 150,000

1960 workers 4,935,000

pensioners 540,000

1970 workers 9,754,000

pensioners 1,226,000

Source: Institute of Life. Insurance

These electronics
elite mknow
something about
productivity you don't.
These industry leaders are all
Allendale policyholders. Have
been formany years. Why? Be-
cause they know first-hand that
Allendale property insurance pro-
tects their productivity and growth.
With continuous, fast service by a
mobile fleld force second to none,
here and overseas. With flexible

underwriting and complete cover-
age.With engineering know-how
that forestalls production breaks.

Ifyour present property insur-
ance does not provide such
productivity protection, you're
paying too much. No matter
how low the premium may be!
Allendale Mutual Insurance

Company, Providence, Rhode Island
02904.Associates: New Providence

Corporation, Underwriting Manager
for Affiliated FM Insurance

Company and Appalachian
Insurance Company.

it .I.

Allendale Insurance

Noninsured

7,200,000

300,000

16,300,000

1,240,000

20,600,000

3,500,000
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Robert A. Hevron, corporate insur-
ince manager for P. R. Mallory &
Co. Inc., Indianapolis, is the new
president of the Indiana chapter of
the American Society of Insurance
Management. Mr. Hevron has been
·with Mallory since 1969 and prior
to that was associated with the

Pr6vident Life & Accident Insurance
Co. and the Indiana Insurance

Group.

Expand
temporaries'
benefits

PAOLI, Pa.-A national tem-

porary help service here, PAR-
TIME Inc., has made its employe
insurance program available to
all personnel.

The 10/10 Security Plan, ac-
cording to the firm, is the only
completely paid company insur-
ance progrann for temporary
workers in the industry. It was
initiated for white collar workers

in 1969 and will now cover blue

collar workers as well. It allows

$10 per day for hospital coverage
for one year and $10,000 acciden-
tal death and dismemberment cov-

erage.

To qualify for the benefits an
employe must w6rk a minimum
of 200 hours during a period of
three consecutive months. Eligi-
bility is renewed on a quarterly
basis.

Insurance Co. of North Ameri-

ca underwrites the plan. •

Golden Gate Bridge
safest' quake refuge
SAN FRANCISCO--The

Golden Gate Bridge has been
described here as one of the

"safest" places to be in fu-
ture earthquakes, thus reas-
suring the bridge directors'
insurance committee.

The. committee, able to ob-

tain no more than $31 mil-
lioninsurance,had asked
Robert E. Shields, bridge en-
gineer, for a study of its con-
dition and the potential quake
hazards.

Mr. Shields said the bridge
is "between, and not on, any
of the known earthquake
faults of northern California

and the greatest hazard to
the bridge might be a repeti-
tion of the April 18, 1906,
earthquake.

"Even. with a quake of
that proportion," Mr. Shields
added, "I see no reason to
expect material damage to
the bridge. The foundations
are on rock as stable as any
to be found along the Cali-
fornia coast."
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A Flexible Market for   -
Treaty Reinsurance,
Casualty Facultative Reinsurance
and Excess Covers.

Call [212] 169·0300

NORTH STAR ,
REINSURANCE CORPORATION

90 William Street,  New' York, N. Y. 10C 38

101. 54........

the
first

and only af ff

authoritative i
maanua

on=-RISK MANAGEMENT

7IIT--- NAME

is here ! Yritte, by Matthew lenz Jr., Chairman, Propery
and Liability Divis on. ThB College of lisurance:
Edited iy H. Felix Kloman, James 0. Matsciwiat
and J.n H. Widen. Risk Planning Group, ,rc.

This concise, practical reference on risk managing techniques
(perfect for the full- or part-time -isk managng agent or 5roker)
covers such topics as Ris.1 Identification... Risk Ana ysis and
Evaluation... Control of Risk... Retention of Risk... TrErs-er of
Risk... Insuring Risk... Valuation... Marketing... Disaster Plan-
ning... all thoroughly indexed and with dozens of specific e>amples
of methods and problem-solving.

Plus... the manual is loose-leaf bound for addition of the regular
bi-monthly supplements...you ars always .ip-to-date on rev sions
and changes in the field of risk management!

Try it FREE for 10 days! Because of the irrpcrtance of the tipics
covered in the manual, we are rrak ng the RISK MANAGEMENT
MANUAL available to you on a 1C-day trial basis. Simply return
the coupon below, use the Manual for 10 days, and if you are not
completely satisfied, return it and there will be no charge to, you.
If you decide to keep the Manual ycu will pay the regular subscrip-
tion rate of $48 for the first year, ,ncluding the regular bi-nonthly
supplements. Annual renewal rate is $36.

Be sure to visit our booth at the ASI M Services Idea Expositicn, 
April 24 - 28, The Queen Elizabelh Hotel in Montreal, Canada.

INSURORS PRESS, Dept. RM-7 • Post Office 3ox 1430 · Santa Monica, Da'if. 90406
Please send me the RISK MANAGEMENT MANUAL or: a 1C day trial basis. 11 I am not
completely satisfied, I can return it any tirre within 10 daYs and there will be no
charge. Otherwise, I will pay the regula- suiscription rate of $48 for tae first year,
including regular bi-monthly supplemerts. (Ca ifornia reside-its add 5% sales tax.)

Il Check enclosed 0 Please bill us.

FIRM NAME

ADDRESS

CITY irATE ZIP

Risk Management Manuals will be sent regular Fou-th Class Book Rate and will arrive in approximately four
weeks. If faster delivery (Air Mail or UPS) is des red, please add $1.50 for additiona postage charges.
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T o receive literature listed in Info for Buyers write di-
1 rectly to the name and address accompanying each

item, mentioning that you saw the offering in Business
Insurance. Readers are welcome to submit items for
possible inclusion in the column. A sample of your
literature should be sent to Info for Buyers, Business
Insurance, 740 Rush St., Chicago, Ill. 60611.

• Products Liability: Guide For

Management, published by the De-
fense Research Institute Inc., as-
serts that product liability claims
can be successfully avoided and
offers extensive discussions of the
legal theories involved in product
liability claims, preventive pro-
cedures and claims handling and
defense. Copies are available. to
DRI members for a $1 handling
fee, prepaid, from the institute,
1100 W. Wells St., Milwaukee,
Wis. 53233.

• Yosemite-Great Falls Insurance
Cos. has made available a booklet
on its Revised Restaurant/Bar

Program for California, describing
liquor law liability and increased
capacity on property. Copies are
available without charge by writ-
ing P. J. O'Shaughnessy, under-
writing mgr., Yosemite-Great Falls
Insurance Cos., P.O. Box 7732,
San Francisco, Cal. 94120.

• The 1972 Drivers License

Guide shows every state's drivers
license in full color with all spe-
cial codes, required validation
and other identifying marks. It
also contains a section covering
major national credit cards, and
is used by banks, rental firms,
retail stores and security and law
enforcement agencies. The guide
is available for $3.95 plus 50¢
per order postage and handling
from the Drivers License Guide
Co., 1492 Oddstad Dr., Redwood
City, Cal. 94063.

• The Insurors Press has re-
leased its 1972/1973 catalogue of
educational products, listing books
and devices in the areas of audio-

manual and audio-visual, continu-
ing manuals and licensing, pro-
fessional education and topical
books. A 50¢ handling charge may
be applied to a buyer's first cata-
logue purchase. Write Insurors
Press, catalogue sales dept., P.O.
Box 1430, Santa Montica, Cal.
90406.

• The Bankers Life & Casualty
Co. is offering a free brochure,
Wife Insurance Plan, explaining
how life coverage for under-in-
sured wives to provide income
for paying outside help can be
added' to existing employe bene-
fit plans at no extra cost. For
copies contact Sherman Jenson,
gen. mgr. group div., Bankers
Life & Casualty Co., 4444 W.
Lawrence Ave., Chicago, Ill.

60630

• The United States Aircraft

Insurance Group has made avail-
able the Legal Liability of Manu-
facturers ef Aircraft and Aircraft

Components. The pamphlet dis-
cusses the increasing scope of lia-
bility, sources of liability, aircraft
design, fabrication and testing,
components, aircraft repair, and
safety features. Copies may be
obtained by contacting USAIG,
110 William St., New York, N.Y.
10038.

• The Humetrics Corp. has re-
leased a pamphlet, How Industry
Can Cut Costs of Employe Heart
Attacks, written by James A.
Schoenberger, M.D., and reprint-
ed frcm Commerce. The article
deals with the high cost to indus-

try of heart attacks and how to
reduce the incidence of this ma-
jor problem. For copies contact
Kenneth L. Dufour, director of
marketing, Humetries Corp, 6374
Arizona Circle, Los Angeles, Cal.
90045

e Insurance Certification and the
Accountant, an article by S. B.
Ackerman, discusses the types
of information an accountant re-
quires in terms of insurance.
Copies are available by writing
S.B. Ackerman, Ackerman Asso-
ciates, 500 5th Ave., New York,
N.Y. 10036.

• Violence and Vandalism, a

16-minute color film produced by
American Educational Films, dis-
cusses the causes of violence and
vandalism and their cost to

schools. Written by Marilyn Elias

and narrated by Hugh O'Brien,
the film proposes answers that
young people can understand.
For more information on possible
uses and costs write American

Educational Films, 331 N. Maple
Dr., Beverly Hills, Cal. 90201.

• Huggins & Co. Inc. has re-
leased its November, 1971, bulletin
containing a summary and dis-
cussion of Revenue Ruling 71-446
stating the new tax qualification
rules for integration of retire-
ment plans with Social Security.
In addition to describing the
ruling in some detail, it also
focuses on areas where existing
plans may require change. For a
copy write the company at 1401
Walnut St., Philadelphia, Pa.
19102.

• Flood Adjusters Handbook is
now available from the Mutual

Loss Research Bureau, 20 N.
Wacker Dr., Chicago, Ill. 60606.
Designed for use by insurance
adjusters handling flood or water
damage losses, the 90-page man-
ual covers basic facts about flood

losses, safety tips for adj usters,
emergency procedures, work-

sheets and forms. Single copies
are $2.50.

• Union Mutual Life Insurance
Co. has made available a series



of forms, or "spread sheets," de-
signed to simplify a company's
analysis of group pension fund-
ing vehicles. The forms outline
all pertinent information with
regard to any company's deposit
administration, immediate partic-
ipation guarantee, investment

contract or segregated accounts
and lays the information out in a
format that is easy to understand
and evaluate. Direct requests to
Joel P. Brightman, Union Mutual
Life Insurance Co., 2211 Congress
St., Portland, Me. 04112

. The Risk Management Man-
ual is bi-monthly supplemented
and covers exposure identifica-
tion, risk analysis and evaluation,
risk control ( avoidance, elimina-
tion and reduction), retention,
non-insurance transfer of risk,
insurance, valuations, marketing
disaster planning, loss handling
and communications. Inquiries on
price information should be sent
to Jeanne Chesley, Promotions
Manager, Insurors Press Inc.,
P.O. Box 1430, Santa Monica,
Cal. 90406.

• Commercial Property Product
Lines is a concise guide to the
various commercial property

product lines in which American
Home Assurance Co. specializes.
The booklet lists over 20 prod-
ucts the company is actively
writing, with an explanation on
each cover. For a free copy, write
the company at 102 Maiden Ln.,
New York, N.Y. 10005.

• Bankers Security Life Insur-
ance Society has produced a bro-
chure, Major Decisions, dealing
with the question of employe
sick-pay and introducing the
payroll continuation plan con-
cept. The recently revised pam-
phlet includes current informa-
tion on tax advantages and steps
to making such a plan operation-
al. It is available at no charge by
writing A. C. Fluke, Bankers Se-
curity Life Insurance Society,
1701 Pennsylvania Ave., N.W.,
Washington, D.C. 20006

• A 173-page book covering the
proceedings of the 1970 Public
Employees Fringe Benefits Con-
ference has been published by
the National Foundation of Health,
Welfare and Pension Plans. The

book includes sections on trustee

responsibility, investments, fi-
nancing and methods of health

care programs, contributory and
non-contributory pension pro-
grams, national health insurance
and communications and pre-re-
tirement counseling. Non-mem-
bers of the foundation can pur-
chase the book for $3.75 (less in

quantities), members for $2.75.
For copies or more price infor-
mation write the foundation, P.O.
Box 69, Brookfield, Wis. 53005.

• The Equity Funding Corpora-
tion of America offers four bro-

chures describing its new series
of business insurance packages
incorporating the company's lev-
erage concept which enables in-
dividuals to purchase insurance
and mutual funds in a coordinat-

ed program. The pamphlets cover
Equity's close corporation, de-
ferred compensation, key man
and partnership programs. Copies
may be obtained by writing Mr.
Henry Gold, Equity Funding
Corporation of America, 1900
Avenue of the Stars, Los Ange-
les, Cal. 90067.

• American International Life's

Voluntary Financial Program

(VFP) kit describes the compa-
ny's new mutual fund life insur-
ance program for employer-
employe groups. It contains an
explanatory brochure for the em-
ployer, solicitation material for
the employe, and a message to

the insurance producer about the
program. It is free to agents, bro-
kers, and buyers by writing Dept.
A-14, American International

Life, 102 Maiden Lane, New
York, N.Y. 10005.

. If you are retiring, the amount
of your benefits under Social Se-
curity is important to you. Infor-
mation on Social Security Bene-
fits, How to Estimate the Amount

..... How You Earn Them .....
How Much Credit You Need has

been compiled in leaflet form by
the U.S. Dept. of Health, Educa-
tion and Welfare. The leaflet

helps a person estimate the
amount of benefits payable on
the basis of average income and
amount of years working. This
excellent employe handout can
be ordered from the Superin-
tendent of Documents, U.S. Gov-
ernment Printing Office, Wash-
ington, D.C. 20402, for 15 cents
per single copy and $10 per 100
copies.

• The 1971-1972 edition of the
Design Data-Fire Resistance

Manual is available from the Gyp-
sum Assn., 201 N. Wells St.,
Chicago, Ill. 60606. The publica-
tion contains extensive fire test

data for, 262 wall, ceiling, column,
beam and roof deck assemblies

using gypsum board or gypsum
plaster, as well as considerable
sound and structural data. Newly
expanded to 100 pages, it pro-
vides detailed information for as-

semblies used in residential, com-
mercial, industrial and institu-
tional buildings plus a detailed
sketch of each assembly listed.
Copies are available in bulk at 70
cents each from the association.

Single copies may be obtained at
no charge.

• Two folders covering various
phases of building security are
available from Improved Risk
Mutuals, 15 N. Broadway, White
Plains, N.Y. 10601. The pamphlets
describe various types of alarms,

locks, fences, flood lighting and
other deterrents, and are avail-
able without charge in single sets
by writing the company.

• The Swiss Life Insurance and

Pension Co. has produced a pamph-
let, Risk Premium, describing the
nature and incidence of risk in

relation to employe benefit plans
and the actuarial determination of

risk premiums. To receive a copy
without charge write the com-
p a n y's international department:
General Guisan Quai 40,8022 Zu-
rich, Switzerland.

. Developing Policies and Pro-
cedures for Overseas Employee

Benefit Programs, a newsletter

released by George B. Buck Con-
sulting Actuaries Inc., Two

Pennsylvania Plaza, New York,
N.Y. 10001 is available free to

Business Insurance readers from

the company. The bulletin stress-
es pension 'planning in Japan.
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• Marsh & MeLennan has made

available a Survey of Group Life,
Medical and Retirement Plans in

the Republic of China (Taiwan).
The report provides a description
of social insurance practices, cur-
rent benefit practices and makes
recommendations for a benefit

program in Taiwan, The booklet
can be ordered from Marsh &

MeLennan International, 70 Pine
St., New York, N.Y. 10005.

• Third Country National Kit
Portfolio contains an explanatory
brochure, proposal form describ-
ing the various benefits in detail,
and various descriptive material
about the need for broad insur-

ance protection for a third coun-
try national employe. Produced
by American International Life
Assurance Co. of New York, the
portfolio is available free by
writing the company, Dept. A-14,
102 Maiden Ln., New York, N.Y.
10005.

"I Believe This...the Strongest Government on Earth."

Thomas Jefferson

1 1 years
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More than any other man, Thomas Jefferson

has formed and molded the American mind

and spirit. Every later generation has turned

to him for inspiration, and never in vain. "I

have sworn," he said, "upon the altar of God

eternal hostility against every form of tyr-

inny over the mind of man." Through sixty

of public service, he was faithful to

his vow.

Jefferson was selected President by the

1 Iouse of Representatives after a tie vote in

the electoral college. His election averted a

major constitutional crisis. His inaugural

address underlined the basic philosophy of

government-that of individual responsibility

and the freedom to make one's own way

to success.

We at Leo B. Menner & Company believe

in the integrity of the insurance profession

and its dedication to the principles of free

enterprise and professionalism. We are also

aware that deliberation and planning are

necessary in developing good teamwork be-

tween producers and ourselves. In this way,

we encourage a framework of new ideas and

opinions-the climate of independence.

This drawing of Thomas Je#erson by a famous Chicago
artist is available without advertising copy and suitable
for framing. it bears an important inspirational message.
Write or call Leo B. Menner & Company for your copy.

LEO B MENNER & COMPANY,INC.
CLEOB.MENNERINWISCON SIN.INC.) (LEOB.MENNERINKENTUCKY.INC.)

REINSURANCE·E XCESSANDSURPLUS LIN ES
Exceptional Fire and Casualty Facilities for Agents and Brokers

 INSURANCE AT  ,/,
CI=ZZ==-/-/u 4*UJ,

0
"America's Outstanding Insurance Market" Hartford Building · 100 S. Wacker Drive · Chicago 60606 · Phone (312) 782-1636
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T HE NUMBER of U.S. enter-prises exploring the possibil-
ity of establishing an insurance
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Captives: Bermuda, Colorado, taxes and beyond
By MARIANNE BURGE
Price Waterhouse & Co. -

New York

Mrs. Marianne Burge is a man-
ager in the international tax de-

partment of Price Waterhouse &
Co., New York, and is recognized
internationaay as an authority on
the tax implications of setting up
a captive insurance company. This
article is based on a luncheon ad-

dress she gave late last month to
the New York chapter, American
Society of Insurance Management,
and represents an up-to-the-min-
ute step back from among the
trees in order to look at the cap-

tive insurance companv forest.

company a "captive" insurance

company continues to grow. Itt's
time to take a look at various

kinds of so-called captives and
some of the economic reasons

why companies are turning to
this kind of operation and the
tax consequences as well as some
important regulatory and tax de-

velopments.
There are three kinds of cap-

tive insurance companies which
should be distinguished:
• There is the true captive, a
wholly-owned subsidiary orga-
nized by a corporation to insure
or reinsure the risks of the cor-

poration and its affiliates and
branches. The initial aim of the

corporation is not to abandon its

regular insurance programs, but
to insure the uninsured or self-

insured risks of the group. Such

captives are generally incorpo-

rated abroad and U.S. risks are

not generally insured in a foreign

captive because of adverse U.S.
income and excise tax conse-

quences. C impanies organizing
foreign risk captives are gener-

ally, the large multinational cor-
porations with foreign properties,
cargoes and liabilities outside the
U.S.

• There is the association cap-
tive or industry captive, owned
by a number of companies in the
same industry wishing to insure
specific risks which are peculiar

to that industry. They generally
have a sufficient number of

members in order to avoid being
a controlled foreign corporation
for U.S. tax purposes. An exam-
ple of an industry captive would
be a group of utility companies
forming a captive to insure nu-
clear power plants which they

use because of the difficulty of
obtaining such coverage in the
existing market.
• The third form of captive is
really not a captive at all, al-
though it may have started as
one. This is the wholly-owned
insurance subsidiary of a U.S.

corporation, which starts off in-
·suring its parent company's risks
and becomes a regular insurance
carrier. Such companies, often

incorporated in the United States,
move into the regular insurance

market by selling insurance to
their employes, their customers
and other business contacts. Ex-

amples of these would include
Sears Roebuck's Allstate Insur-
ance Co. and a number of banks

that sell credit life insurance

coverage to their borrowers. The
more sophisticated of these cap-
tives have subsequently incorpo-

Honeywell
helps youkeepit safe.
Honeywell can help tighten the
security in your building. Make it
easier to lease...less costly to operate.

Look at the FBI statistics. Crime up
144% since 1960 and spreading into
commercial buildings at an alarming rate.
Office robbery insurance rates quadrupled

in the last 10 years.
But here's help. Honeywell will
analyze your building, its unique
rsks We'11 ntegrate whatever
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devices are needed burglary, robbery,
vandalism, fire detectors, access control,

patrol tour, CCTV into a central
master protection system: Alpba 30001

It keeps all vulnerable areas under
24-hour surveillance. And gives your guards
instant information they can see, hear,
understand and act upon.

Honeywell can even tie in your
environmental systems for total centralized

control of one building, or an entire
complex of buildings.

For more about it, contact

Honeywell, Commercial Div.
G5246, Minneapolis, Minn. 55408.

Honeywell
The Automation Company

111

11'll111111111

rated off-shore captives to par-
ticipate in the international rein-

surance market. The possibility
of participating in this reinsurance
market is also drawing the inter-

est of some wealthy individuals.
Somewhat akin to these insur-

ance subsidiaries of noninsurance

companies, which are basically
moving into insurance as a busi-
ness diversification, are the off-
shore subsidiaries of regular U.S.

insurance companies, also free to
operate abroad through foreign,
subsidiaries and are doing s6.

ONE MIGHT wonder why there
has been such a renewal of inter-

est in captives at a time when
the U.S. tax rules and foreign
investment situation are so much

less favorable than they were ten
years ago, before the enactment
of the Revenue Act of 1962.

The answer is found in the

insurance needs and cost of large
U.S. corporations. Corporations
have found that insurance pre-
miums have increased enormous-

ly over the past five years or so;
that at the same time deductibles

have increased, so that the in-
sured is bearing a greater part of
the risk than' ever before; that
the insurance industry will sim-
ply not insure certain types of
risks at any price, either because
of a lack of capacity, or because
of uncertainties in new areas of

technology, or because of the
gigantic losses involved in some
recent natural and man-made dis-

asters and the high j udgments
awarded in U.S. courts.

But it is not only a question of
cutting insurance expense. Fi-
nancial executives themselves

are concerned with the possible
exposures resulting from unin-
sured assets and risks, which
could have serious effects on the

financial condition of the compa-
ny which is under their steward-
ship. The financial executive is

faced with a choice between pro-
hibitively high insurance costs and
uninsured exposures. And as in

many cases where a corporation
cannot find the services it needs

at an accepta6le price, corporate
management must explore the pos-
sibility of setting up its own or-
ganization to provide such serv-
ices for its own affiliates. The de-

cision to organize a. captive is
nearly always made for compell-
ing business reasons. The princi-

pal purpose is to insure the deduc-
tibles and the uninsured risks of

the group and thereby build up a
separate and segregated fund of
assets in a separate corporation
which will manage the funds,
gain insurance expertise and set

up prudent tax · deductible re-
serves against otherwise uninsur-
able risks. Subsequently the cap-
tive may be used to insure risks

which can profitably be transfer-
red from the regular carriers. Fin-
ally, once the insurance expertise
has been built up, a captive may
be used to go into the insurance
business as a profit center.

ONCE THE NEED is seen, there
are a number of other advan-

tages of the captive:
• A company's attitude to risk

management, safety and loss con-

trol may become more positive
once insurance ceases to be re-

garded as merely an inevitable
expense.

• A company's worldwide in-
surance programs are gener'ally
reviewed critically and the op-
portunity is often taken to bring
greater uniformity to such pro-
grams with cost reductions re-

sulting.
• The captive through its direct

access to the reinsurance market,
can save some costs in premiums.

Continued on page 47
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Let them eat peanuts and Cracker Jacks...
By LYNN LATHAM

NEW YORK-With the threat

of the current baseball players'
strike extending far past opening
day, the club owners have reject-
ed proposals from Players Assn.
representative Marvin Miller to
raise players' pensions to offset
a 17% cost-of-living increase
since the present plan went into
effect in 1969.

When negotiations began in
January concerning the benefits,
which expired March 31, Mr.
Miller requested an additional
annual contribution from the

owners of more than $1 million
to fund the increase. The owners'

present annual contribution to
the health care and retirement

program is $5,450 million.
Since that time, the plan's ae-

tuaries have determined that a

surplus existing in the pension
fund is capable of funding the
retirement increase, Mr. Miller
said in a press conference here.
"The money in the plan now
generates enough to buy those
benefits," he said. "Over $44 mil-
lion is invested in the plan with
Equitable Life Assurance which
returned 6 % interest last year."

The fund is calculated to re-

turn 4.5% interest each year. Ac-
cording to Mr. Miller, the 1.5 %
gain created a $675,000 surplus.
"As the owners' excuse for not

applying the added interest to
increased pensions, they say

'How do we know the interest

this year will be 6% ?' " noted Mr.
Miller. "Well, the Players Assn.
has offered to guarantee any dif-
ference between a 6% return and

the 4.5% the fund is based on.
We, in effect, are willing to put
our money where our mouth is."

THE FUND has also produced
surpluses in two other areas. An
estimated $200,000 excess exists
because fewer players become
vested than are allowed for in

the program. "The fund is calcu-
lated as if every major league
player is going to have another
year of service. After 25 years
we know the ratio of players that
will leave without being vested.
It's stupid to count that excess in
the fund as credit," commented
Mr. Miller.

In addition, the fund contains a
$100,000 surplus in the disability
portion. "We have been funding
for disability as if we had nine
times as many disabled as we

do," he said.
Mr. Miller told Business Insur-

ante that the excess had been

calculated by John Gabel of Re-
tirement Plans Inc., Cleveland,
who has been the actuary for the
plan for bdth the  owners and

players for 17 years.

An agreement is necessary be-
tween the owners and the play-
ers to change the current method
of aplying the surplus to pay
off past service liabilities. The
owners' representative, John

Gaherin, said the clubs rejected
the proposal as "an imprudent
approach to the problem."

Mr. Miller feels the pension
fund is one of the "healthiest

around. Seventy-five percent of
our liabilities are paid and we
are paying them off at a much
faster rate than was planned," he

Have you forgotten
- hyyou boug ht it?

Notonly are sprinklers overhead, they're often overlooked.
You lust can't afford toassume your system is ready for action. That's why you

should have Grinnell inspectors look yours over. Whether your system isone of ours or not.
We'll check fordirtand corrosion on the sprinkler heads. We'll inspectthe

condition of the piping system.
Thereare manysimplethingsthatare easilyoverlooked by plantand main-

tenance crews. For instance, our inspectors often find main control valvesclosed on
systems they inspect.

Find out how our service might well cutthe cost of fire insurance, too, as well
as help preventthe devastating results of fire production down time, lost orders,
destroyed prototypes, blueprints, personnel records, mcterials, equipmentand othercritical
elements that make upthe very life of yourbusiness.

Contact your nearby Grinnell Fire Protection Office. Or write us forour booklet
"Are You Sure Your Sprinkler System Will Work?". ltcould work tosave your business.

Grinnell Corporation, Fire Protection Division, 260 W. Exchange St.,
Providence, R. I. 02901.

GRINNELL

noted.

THE OWNERS have offered to

increase their annual contribution

by $490,000 to pay increased pre-
mium rates for the health plan
which brings their total annual
contribution to $5,940 million.
The players are willing to accept
this as the final contribution in-
crease. "We have said- all along

that money isn't the issue," ex-
plained Mr. Miller. "Under our
present proposal, if the plan had
an adverse experience, the own-
ers wouldn't owe a cent."

The owners have adamantly
refused to increase retirernent

benefits since negotiations be-
gan in January. They originally
countered the 17 % increase re-

quest with a $372,000 offer to
cover increased premium rates in
the health plan and then, accord-
ing to Mr. Miller, reduced the
offer on March 8 to $250,000. At
that time, Mr. Miller, wh6 has
won more than $13 million in
benefits for the players since he
took office in 1966, began touring
the clubs for strike authorization

from the players. The vote came
in 663 in favor and 10 against,
with two abstenti6ns.

The owners consequently in-
creased their offer first to $400,-
000 and then to $490,000 to cover
new calculations in the premium
increase. However, when nego-

tiations failed to produce any im-
provement in the retirement plan
and the benefits program ex-
pired, the players went on strike.

The owners, in an official

statement rejecting the Players
Assn. original demand for pen-
sion benefits, were quick to point
out that salary increases for the
players "have not only matched
but have out*ripped the irnpact
of the increased cost of living."
The average salary is somewhere
between $31,000 and $32,000 per
year with some star players re-
ceiving more than $100,000.

THE CLUBS have a group an-
nuity contract with the Equitable
Life Assurance Society of the
U.S. for retirement benefits.

Most of the assets for the health

care and retirement package are
consolidated in one central trust

with First City National Bank,
New York, but, according - to Mr.
Miller, the monies cannot be
moved back and forth between

the insurance portion and the re-
tirement part of the fund.

Under the present retirement
plan, a player with four years of
service is eligible for a reduced
retirement benefit at age 45. Leo

Durocher, manager of the Cubs
at age 65, is not only making a
handsome salary-but is drawing
a monthly pension of nearly $2,-
000 after 20 years in the league.

Currently, at age 65, a player
with four years' service is eligible
for $618.04 per month. The play-
ers want a $104.07 monthly in-
crease for a total of $722.11. A
player with 10 years' service can
draw $1,545.11. They want a
$262.67 increase for a total of
$1,807.78.

In comparison, the National
Football League's retirement plan
also offers reduced benefits at

age 45 but is oriented to retire-
ment at age 55. A football player
who retired in 1970 at 55 after

five years of service is entitled to
a monthly pension of $370. A
player with 10 years' credit can
draw $670. A player who joined
the NFL in 1971 will be entitled

to $510 per month at age. 55 after
five years and $1,035 after 10
years of service.

BOTH b aseb a 11 players and
Continued on page 46



American National' s move brings
a problem - also unique benefits

GALVESTON, Tex.-What does away.
an insurance company do about In addition, the basement could
its all-risk coverage when it has be totally under water and the
$10 billion of insurance in force, building would function normal-
admitted assets of more than $1.3 ly.
billion, a ratio of $117 in assets to Questions about the types of
each $100 of liabilities, and moves coverage for this kind of struc-
into a new building? ture bring a response from Amer-

ican National officials that theAmerican National Insurance
Gulf Coast is in a high risk areaCo. of Galveston, a life company of Texas and such coverage would

founded in 1905, faced this deci- be hard to place. But, a spoke-
sion as it dedicated' its new 20- man said, the building is still
story home office building, the under builder's liability and this

' American National Tower. coverage will be maintained until
Galveston, along the Gulf of such time as new coverage might

< Mexico, is known for its storms be obtained at a reasonable rate.
and hurricanes, and the Ameri- When this occurs, full hazard
can National people are quite coverage will be purchased, "prob-

i cognizant of this, The American ably a $100,000 deductible," a
National Tower is believed to be spokesman told Business Insur-
the first major building on this ance.

Gulf Coast island to have a base- Marsh & McLennan of Chicago
ment. Earlier structures were not is American National's insurance
given basements because of the advisor and broker.

high water table under the sandy
topsoil, a mere three to five feet THE ART within the building
below the surface. will constitute a type of risk not

often exposed with the frequency
with which it is in this building.AMERICAN NATIONAL'S The building becomes a 20-story

basement is a floating concrete art gallery where more than 1,-
shell, anchored by 1,400 pilings, 500 pieces of art will be included.
each 50 feet long. The pilings are Initially, some 600 pieces of art
designed to offset 400 pounds per are being displayed at a cost of

 square foot of uplift to keep the about $500,000.
basement from literally floating The art, in which everyone

Reinsuring at Lloyd's
-ill build up OPIC

WASHINGTO N-Overseas and elsewhere.
Private Investment Corp., whose Cumulative gross income sinee
government-sponsored insurance inception of the program in 1948
program has been on shaky through fiscal 1971 totalled ap-
ground since the Chilean copper proximately $130 million.
expropriation, has reached a re- Bradford Mills, OPIC president,
insurance agreement with Lloyd's signed the agreement in the pres-
of London aimed at bolstering its ence of Stephen Merrett, a leading
insurance stance in 73 other coun- Lloyd's underwriter, and Ian

 tries. Findlay of Price, Forbes and Co.,
Under the agreement, Lloyd's the brokers through whom it was

will reinsure 10 % of OPIC's out- arranged.
standing insurance liability or
$250 million in coverage of Amer- ANNOUNCING detail to Busi-
ican business operations abroad. ness Insurance, Mr. Mills said,
Lloyd's underwriters will be as- "This is the first step in establish-
signed groups of countries, with ing a reinsurance capacity for po-
the Lloyd's liability in each limit- litical risk insurance among pri-
ed to $7 million or no more than vate insurers worl d-wide." Mr.
half the current expropriation cov- Mills added, "It is the first time
erage "in countries where the total in Lloyd's long history that it has
OPIC expropriation coverage is reinsured the policies of a U.S.
less than $13 million." government corporation.

 Reportedly, OPIC and Lloyd's "The agreement is the first in
have been discussing a fee which a number of steps required to
would amount to about 3 % of meet Congressional mandate for
OPIC's annual insurance fee in- OPIC to conduct its programs on
come, which was $28 million in sound risk management lines, and

1 fiscal 1971. thereby move them nearer to
a self-sustaining basis," said Mr.

THE AGREEMENT "helps to Mills. "We are confident this
spread the risk of this kind of agreement will prove successful

and lead to an expansion of ourinsurance," an OPIC spokesman
said. He said OPIC is also seek- association with Lloyd's in the

future. The search for additionaling reinsurance. agreements with reinsurers wnl continue withinU.S. insurance companies as part the private sector both in theof a program aimed at "putting us U.S. and abroad."
on a self-sustaining basis with Reinsurance will extend to fu-
adequate funds."

ture countries where OPIC may
OPIC's current resources total operate. Chile is excluded and

$95 million and it may have to certain special risks, such as oil
request funds from Congress to industry investment in develop-
cover its liabilities in the expro- ing countries, are not involved,
priation of Kennecott and Ana_ according to a Price, Forbes
conda mines by Chile, which has spokesman. But manufacturing
indicated it will pay no compen- industries, such as tire factories,
sation. fertilizer plants, and tea planta-

Total U.S. private investment tions, are insured under the
covered by OPIC incentive pro-

underwriters are covering 90% of
scheme. Lloyd's marine and other

grams in fiscal 1971 increased to
the reinsurance, with certain in-$694 million from $580 million in
surance companies responsible1970. Of the 1971 figure, $428 for the residue.

million was in Latin America, Mr. Merrett told Business In-
$27 million in the Near East and surance, "This risk is wider in
South Asia, $230 million in East scope than most of this type of
Asia and $10 million in Africa business written at Lloyd's." •

with a private office gets some-
what of a choice, is but one of
several unusual employe benefit
features of the building.

Concerning the collection, pres-
ident Glendon E. Johnson said:
"We want our employes to have
the finest equipment, and an at-
mosphere of beauty in which to
perform those functions so vital
to the operation of our company.
To achieve this atmosphere of
beauty, it was decided that the
company would invest in fine art
for every area of our new corpo-
rate home."

American National Tower has

several other rather unique ern-
ploye benefits.

The facility has a full-time in-
dustrial chaplain who serves as
a resident minister and family
counselor. There is also a. non-
sectarian chapel available for use
by employes.

Another employe service is a
six-room medical center. At pres-
ent, the medical area is staffed by
two nurses and deals with acute,
minor emergencies such as faint-
ing spells and rninor cuts. The
needs of American National for
an on-site medical center are cur-
rently being studied by a com-
bined committee of American Na-
tional and University of Texas
medical branch personnel. •
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SUPPLEMENTAL LIFE FACILITIESOur new Life Division is fully equippedto extend the same kind of expertise andperformance associated with our Property& Casualty operation.We are specializing in the following:(A) Applications previously declinedby other companies.(B) Applications so severely rated byother companies that the agent isunable to close the sale.(C) Standard and moderately rated bus-iness where the agent is in a tightcompetitive situation.(D) Unusual forms of coverages involv-ing associations, groups, self-in-sured schemes, suicide coverage, eEc.
Please contact your local W&A office orMr. David H. Gillies, Life Department,at our New York office.
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-4 london line
Move is on in U.K. to provide
fidelity coverage for ex-convicts

LONDON-Sympathetic people
who hope to provide a better fu-
ture for ex-convicts when they
get jobs in industry are trying to
plug a gap in fidelity risk cover
in Britain.

They point out that there may
be more than 300,000 employes
such as clerks and salespeople
who have to live with the knowl-

edge that they have committed
dishonesty. But because they
cannot get fidelity bonds, they

are barred from many opportuni-
ties to restore themselves to good
character in the community.

Backed by government ap-
proval, a charity agency known
as Apex Trust has been explor-

ing the extent of the problem. It
reports that 10% of the people
convicted of crime every year are
so-called white collar workers,
who want to have a chance to

make good again for the sake of
their families. But they find dif-

ficulty in getting bonded, even
though they may have learned the
lesson that crime does not pay.

FRED PENTNEY, who runs
Apex Trust, explained: "I am
sure there is an insurance com-

pany that will look on this as an
insurance risk, and be prepared
to offer such a service. This type
of cover would well be less haz-

ardous, for example, than. provid-
ing auto risk cover.

TREASURE HUNT

"Such an insurance is sorely
needed because of the growing
number of jobs that are covered
by fidelity bonds."

Insurance experts argue that
while he might be right in his
future forecasts, it is not up to
them to provide an underwriting
arrangement for this kind of risk.

The right place is for the gov-

ernment to provide funds to re-
habilitate such social offenders,
they say.

***

EXTENDED USE of credit cards

is being urged in Britain as a

means of cutting department store
losses. It is felt they will save
firms from being tricked by phony
customers who try to plant ordi-
nary bank checks on them with-
out any intent to pay.

An insurance firm that was set

up five years ago to protect busi-
nessmen from dishonored checks

has gone bankrupt with nearly
$1 million in losses because it

We find buried treasure in the darndest places. In your plant, for instance:

Where the versatile pro's from Protection Mutual
will dig out careless, dangerous practices and
then handyou ashare of thisuncovered treasure

in the form of better coverage at lower cost.
We call our treasure hunt "Pre-Engineered

Protection. A Protection Mutual engineer will

conduct a detailed inspection of your plant .
establish employee educational programs .
and show you money-saving ways to increase

property protection and decrease premiums.

Wr te or call for your copy of the Protection
Mutual booklet, "Property Conservation.

Z / 9*% PROTECTION MUTUAL
*60 2 4* Insurance Company
44-2 300 South Northwest Highway Park Ridge. Illinois 60068

01 ECT'
(312) 825-4474

misjudged the scale of the prob-
lem.

Now Leslie Seeney, secretary
of Britain's National Chamber of

Trade, says: "We are giving
bankers' credit cards a lot of

support, and have mounted a
campaign to get stores to make
more use of them."

***

MANAGEMENT' representa-
tives from Britain's chemical in-

dustry were told at. a loss pre-
vention seminar that they could
learn useful guidance from U.S.
experience.

Denis Pickbourne, of the Brit-
ish Chemical Industry Safety
Council, advised them: Leaving
insurance companies to look after
your risks is unrealistic. Many
U.S. insurers demand loss pre-
vention programs before granting
cover, and the same demands
may be made in other countries.

"Accident prevention does not
j ust mean minimizing risk of in-
jury to employes. It also means
preventing damage to plant, ma-
chinery, buildings, processes and
raw materials."

***

SOCIAL SECURITY funds in
Britain are being tricked out of
more than $20 million a year by
bogus operators who present false
claims to government offices.

Robin Page, former special in-
vestigator for the social services,
declares: "It is commonplace to
watch benefits being paid to
claimants whose wallets are al-

ready bulging with cash but who
pretend they have not enough
money to live on."

He has written a book expos-
ing the frauds after being sacked
for disclosing his suspicions to
the press.

While government officials
deny the full extent of Mr.
Page's allegations, they admit
that far more people than ever
before are taking sick leave at
the expense of the National

Health Service. Genuine illness is

included in this, but there is a
ternptation to stay off work for
two or three days for minor ail-
ments because compensation
from public funds is so high.

***

DETAILS of catastrophes that
caused heavy losses are recorded
by Swiss Reinsurance Co. (U.K.)
Ltd. in a survey of world events
last year.

They include earthquakes in
several countries, including $31
million insured losses in Los An-

geles where $1 billion dannage is
estimated to have been caused,
and several U.S. hurricanes.

But hurricane claims on insur-

ers were far below those from

1969 to 1970, the survey states. It
reports increasing claims in

many countries through railroad
and other surface transport acci-
dents.

***

GLOBTIK TANKERS, of Lon-

don, plans a $574 million fleet of
liquid natural gas carriers to be
built at Quincy, Mass., by Gener-
al Dynamics.

Its chairman, Ravi Tikkoo,
says they will be used on the
Persian Gulf to Japan sea route.
He is expecting world insurance
markets to have the capacity to
insure the fleet by the time it is
ready in 1976.

There will be seven ships, each
with a capacity of 125,000 cubic
meters, built for Globtik Tank-
ers, which two years ago ordered
a 477,000 ton oil tanker from a
Japanese shipyard, a record size.

In London, Mr. Tikkoo said: "I
have been given an indication
that premium ratings will be 1 %
to 1.25% per annum, which corn-
pares very favorably for rates
quoted for very large cargo car-
riers." •



Buying-and owning business insurance can be pretty
bothersome. So The St. Paul has been trying to make
insurance easier to take.

We invented Multicover back in 1962. It rolled all kinds

of business insurance into one neat package-let you tailor
it to fit your needs.

Today we've found room for a few improvements. We've
designed the plan with you in mind.

We've added a color-coded index page to make it easy
for you to refer quickly to any part of your Multicover Plan.
(You get your very own copy of your complete insurance plan
bound in aloose-leal booklet.) You can look up coverage
details on any particular policy without fuss.

We've

changed
a little...

111/1 , 1, , ili

to make the Multicover Plan
better business insurance for you.

Also, you'll find your limits of liability listed on the
first page of each individual agreement. You can see at a
glance just how and where you're covered !

Of course, the Multicover Plan is still as completely flexible
as ever. You and your St. Paul agent really design it to fit your
needs. And,. it's adaptable to the growth of your business too.

The St. Paul can do more than improve a good thing
though... they can probably provide the kind of improved
business insurance you've been wanting.

Business insurance has never been better-for you. Ask
your St. Paul agent. He's in the Yellow Pages.

The St. Paul Companies recognized by quiet,
distinguished service for 119 years.

THE ST. PAUL
COMPANIES

Serving you around the world... around the clock
St. Paul, Minnesota 55102

St. Paul Fire and Marine Insurance Company, St. Paul Mercury Insurance Company, The St. Paul Insurance Company.
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editorial opinions letters
i'This column ts a readers' for-

um Letters are welcome AddressReform workmen's compensation no - Letters to the Edttor, Business In-
surance, 740 Rush St, Chicago,
Ill 60611)

F INAL RESULTS of the Bustness percentage of take-home Fay that tem of workmen's compensation, and
Insurance reader survey on work- would permit Job-injured workmen to therefore we would reject federaliza- 'Amazed' by Info

To the Editor We were amazedmen's compensation clearly show that live in dignity, and that labor-manage- tion of the program through takeover
at the response to the five news-

employers, no less than workers, see a ment conference groups seek to arbi- or by an over-riding federal law. And letters that we offered to your
need to reform and make more uniform trate cases which now require court we see some serious complications for readers through your annual Info

for Buyers issue We received athe state system of workmen's compen- tests employers if they were compelled to
total of more than 1,200 requests

sation The demand for change is unmistak- deal with two governments under a It was necessary to order a re-
Results of the survey, presented to able, but that brings up the knotty federal standards plan Therefore the printing of our newslettei on 501

(c) (9) trusts as more than 500the National Commission on State question of how to go about rs guidelines option, favored by exactly
requests were received for this

Workmen's Compensation Laws at its Three basic approaches emerged 50% of the respondents to our survey, item A relisting of this newslet-
final public hearing in New York City, from testimony before the commission seems to be the best alternative The ter in your Feb 14 issue resulted

in almost 100 additional requestsindicate problem with this approach is that• Absorb the present system in the Obviously, your column is read
• That a majority (54%) of corpo- many states might easily ignore guide- wiaely by people who are active-federal Social Security system or pass a

rate buyers of workmen's compensation lines set by the commission Just as ly involved with employe bene-federal workmen's compensaticn law. fits
insurance believe that federal guide- many states have failed for years to• Adopt federal minunum standards David Gravitz

lines for state workmen's compensation
for the states with provision for direct meet minimal standards advocated by Consulting Actuary, George B

laws should be set or that the system the International Assn of Industrial Buck Consulting Actuaries Inc,
liability for employers under federal New York

should be absorbed into the existing Accident Boards and Commissions.
law m states where the law does not Editor's note The experzence of

Social Security System To save the state system for the ben- MT. Gravitz's flrm typifies the
comply with federal standards

• That nearly all insurance buyers efit of both ernployers and employes, it response to items listed in the an-
(96%) beheve that states should not be • Set forth guldelmes or a model act nual Info for Buyers issue More

is necessary that reforms be accom-
and urge the states to adopt the provi- than 30,000 items were requested

allowed to prohibit responsible employ- plished now, and the conlmission ought bv Business Insurance readers
ers from exercising their right to self-

sions
to find a sensible way to accompllsh who responded to offerings in the

Jan 3 Issue
insure their liabilities under workmen's We believe that there are compelhng this objective promptly by goading
compensation laws arguments for retaining the state sys- states into long-overdue reforms Art registry

• That federal guidelines should re- To the Editor Please send me

quire coverage for the 20% of the work the address where I may reach

force not now covered by state work- C/ose the /oopho/e Alan Baer, chairman of Interna-
tional Art Registry (U K), Ltd,

men's compensation laws Fifty-eight and any pertinent information
percent of survey respondents favored C ONGRESS, now ready to take a laborious and chaney mail fraud prose- about the firm you can supply

this requirement Your magazine's article about thefresh look at the provisions of Title cutions in which documents must be company in the February 28,
• That half of the employers re- 18 of the Federal Criminal Code, ought found to have gone through the mails 1972 issue prompts our interest

sponding to the survey supplement to take a giant step toward law enforce- and intent to defraud must be shown Paul E. Thompson
Assistant Director, Lowe Artworkmen's compensation benefits ei- ment in the insurance field by adopting By revising Title 18, Congress could Museum, University of Miami,

ther by keeping work-injured employes provisions that would make it Eunisha- now make possible the prosecution, for Coral Gables, Fla

on the payroll or by purchasing supple- ble under federal law to knowingly im- example, of criminal types who move Editor's note M, Baer may be
reached at International Art Reg-mental occupational disability insur- pair the financial operations of an in- into an insurance company with a high :stn' Ltd, 26 Columbia Turnpike,

ance surance company cash and bond situation and systemat- Florham Park, N J 07932
These results demonstrate that em- Such a provision would place insur- ically drain it of its assets, often by

Not representativeployers are keenly concerned with the ance companies in the same status as investing the funds in worthless stock
To the Editor I cannot believefunctioning of the state workmen's other types of businesses At present, in companies controlled by the plunder-

that William Dintleman's March

compensation system, now 60 years old under provisions of the McCarran Act ers. 13 article "Risk managers Don't

and growing increasingly out of touch of 1945 insurance companies are liqui- There is no suggestion here that the worry about the carrier making

profits" reflects the true opinionwith current employment conditions dated in state courts and those who states be deprived of their regulatory
of most risk managers or is a

Readers also offered a number of in-
criminally impair the solvency of insur- powers or of their right to handle the valid analysis of the Industry's

novative suggestions for making the receivership of defunct insurance corn- problems
ance companies usually escape prosecu- A healthy insurance marketsystem more uniform and for reducing pames Rather, adoption of such a
tion because state laws generally do not with carriers making a fair profit

litigation generated by workmen's com- change in Title 18 would put financial is conducive to more favorable
make such crimes punishable, or statepensation laws Included among these criminals in fear of federal prosecution underwriting, competitive mar-
prosecution is not hkely because regu- keting and greater capacity Ifwere many demands for uniform re- for looting insurance companies

the insurance companies are suf-
porting forms based on the samples in- lators are m part responsible for insol- States have adopted insolvency guar- fering severe underwriting losses,
clu(led in the Occupational Safety and vencies antee funds to meet losses of failed then the risk manager will suffer

Health Act, suggestions that wage re- Federal authorities now must pro- insurers Now what's needed is some and it may be too late to worry
Mr Dintleman weighs the

placement benefits be set at a given ceed against such wrongdoers through good preventive action by Congress. scale in favor of the insurance

companies by virtue of their us-
ing retrospective rating plans
and blames their problems onbusiness insurance poor underwriting practices and
staffing I am certain retrospee-
tive rating plans only make up a
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You need it.

Because what you need even more, you
still don't have:

Difference in Conditions insurance.

This is the policy that's designed uniquely
for you. It's based on the catastrophic risks
your own business must face. And it buttons
up gaps left by your present property policy.

What gaps?
Enough to scare you badly when you stop

to think about them:

Water damage, for example, when one of
your employees leaves a faucet open over the
weekend. Or smashed equipment, when a
wall collapses. Even floods. Or earthquakes,
if you live where such things happen. Or bur-
glary and theft, no matter where you happen
to I ive.

Toall
businessmen

who have only
Fire & Extended

Coverage
property

insurance:

None of these risks are covered by stan-
dard Fire & Extended Coverage property insur-
ance. All of them can be covered by DIC. And
a lot more.

Trouble is, not enough companies offer
this kind of protection anymore. And, when
they do, it's usually hemmed in by all sorts of
restrictions.

But not with the American International

Group companies.
Here, DIC is a specialty. We helped to pio-

neer DIC sales many years ago. And today,
we're one of the industry's leaders-through
American Home Assurance Company in the
U.S. and Canada, and through American Inter-
national Underwriters virtually everywhere
else.

With this kind of experience-and AIG's

solid capacity-our underwriters can handle
a wide, wide rangeof riskson a first loss basis.
With values from hundreds of thousands to
millions of dollars.

That's why we were on the scene in Italy
during the Florence floods. And in North
Carolina, when a manufacturer's wall col-
lapsed under the weight of snow In New
Jersey, where thieves backed up their truck to
a drug manufacturing plant-and got away
with merchandise worth $250,000. And in
Texas, when a linseed oil tank ruptured.

None of those people had good luck. But
they all had good policies. DIC.

Our free booklet tells you about it. Just
mail the coupon and we'll send you a copy.
Then discuss it with your agent or broker. Who
knows? This could be your lucky day.

American Home Assurance Company American International Underwriters

members of

American International Group
Dept. A, 102 Maiden Lane, NewYork, N.Y. 10005

Please send me
Conditions insurance.

NAMF

Tin F

COMPANY

ADDRESS

CITY

copy(ies) of your new free booklet on Difference in

STATF 7IP
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Possible newspaper shutdown leaves
employes questioning pension rights

WASHINGTON-"I believe in

the U.S. form of government, but
if this isn't stopped, I swear to
you that I will never vote in
another election and I hope my
children do likewise."

That's from the record of the

Boston Herald-Traveler's attempt
to get the Supreme Court to stay
an order divesting the paper of
its television station-one of

many affidavits from Herald-
Traveler employes who have
been told the paper will fold im-
mediately without television ad-
vertising income and that vir-
tually all employes will be let go
with no pension rights.

The court has denied the Her-

ald-Traveler request, and the

federal license for the station,
Boston's channel 5, now officially
goes to a new group, Boston
Broadcasters Inc., in line with a
ruling by the Federal Communi-
cations Commission that capped
a -15-year politically tinged battle
for broadcasting rights. The final
FCC action that was upheld by
the court was based mainly on
FCC opposition to newspaper
ownership of the station.

WILL THE PAPER now shut

down and its 2,500 employes be
left with no comparable jobs in
the Boston area and no pension
rights whatsoever? Both are con-
tentions that were made by the

Greater Boston Labor Council,

Ak L-CIO, and Herald-Traveler

employes in briefs backing up
the stay request.

In addition to the statement

quoted, about a dozen other ern-
ploye affadavits stressed to the
court what the  labor council

called the "brutality and stark
consequences" of the FCC action.
These ranged from a 63-year-old
zidvertising display manager's as-
sertion that he will lose between

80% and 100% of his pension
benefits to a slightly younger pro-
duction employe's statement that
he "would, of course," lose all of
his pension, "which is all my wife
and I have to look forward to."

If the council and the Herald-

Traveler Corp. were side by side

We're helping to
fill this hole

When filled, it will be Broadway
Plaza - perhaps the most magnificent,
unique integration of urban interests
in downtown Los Angeles.

Included will be the flagship Broad-
way store; a luxury, 23-story hotel; a
32-story prestige office building; a
multi -level air conditioned shopping
plaza reminiscent of the great galleries
of Europe-and much, much more.

It is being developed by Ogden
Development Corporation and was
designed by Charles Luckman Asso-
ciates, planners and architects. It is be-
ing built by Tishman Realty Construc-
tion Co., general contractor.

And it is insured by Mission Equi-
ties.

Working closely with the broker, we
wrote a complete program, including
workmen's compensation, general lia-
bility, and surplus lines for this $75
million megastructure.

The same day we furnished similar
coverages for a small dry wall oontrac-
tor.

We think this proves tha. we're
flexible enough to handle your West-
ern coverage needs, whatever they
may be.

Our specialists in workmen's comp,
general liability, commercial property

in th6 fight to keep the station,

they're not anymore. The corpo-
ration's officials deny that they
have decided to fold the paper

and, to a point, challenge the pen-
sion allegations.

Regarding vesting, the union
statements appeared to hold up.
"A guy 55 years old with 35
years on the job might not get
anything if the paper folded,"
said Lawrence O'Connell, Her-

ald-Traveler business manager,
"but there's no question about
people who are already on pen-
sions continuing to get them."

ON RESPONSIBILITY for the

pension plans, the company re-
fuses to take the whole rap. "All
the plans were worked out in
negotiations between the compa-
ny and the unions," Mr. O'Connell
stated.

A total of 12 different unions

represent Herald-Traveler em-
Dloyes, and, according to Mr.
O'Connell, two of the biggest

and surplus lines are ready for your
call. They are empowered and encour-
aged to give you on-the-spot decisions.

Which is why we're called the un-
common carrier. Call today.

An
MISSION EQLIITIES

CORPORATION
BetterAtWhatWe Do

California's Largest Publicly Otned, Independently Operated Property & Casualty Carrier. San Francisco. Seattle. Portand. Denver. Houston, Dallas, Phoenix. San Diego. Headquarters: Los Angeles,
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MISSION INSURANCE CO. * SAYRE AND TOSO. INC. . HOLLAND-AMERICA INSURANCE CO. • PAOFIC REINSURANCE MANAGEMENT CORP. · DATA TECH CORP.

have dual H-T employe pension

setups, one into which the com-
pany contributes and another in-
volving only member contribu-
tions. "Not everyone" would be
without pension rights if the pa-
per were to fold, he said.

Another Herald-Traveler offi-

cial, Roger Talmadge; treasurer,
said the various union and com-

pany-union plans vary so widely
in reserves that he would be un-

able to say what percentage of
employes would lose out in a
shutdown.

In the meantime, other H-T
officials, headed by Harold E.
Clancy, company president, are
looking for ways to keep the pa-
per afloat without television rev-
enue. Mr. Clancy has stated there
are "no plans" to close the paper
immediately. m

Lost loan

leads to

damage suit
MILWAIJKEE, Wis.-Teachers

Insurance and Annuity Assn. of
America, based in New York,
filed an $8 million damage suit
here Feb. 22 against Northridge
Co- the developer of Northridge
shopping center.

The federal court suit alleged
that Northridge reneged on a
$17.4 million loan at 10% interest
in 1970.

Teachers Insurance and Annu-

ity claimed that because of the
reneging, it lost the chance to
enter other financing transactions
in June of 1970 at a more favora-

ble rate of interest.

According to the suit, the loan
was for a 34-year mortgage on a
35-acre site for the shopping cen-
ter, which now is under con-
struction and is scheduled to

open in August.
Teachers Insurance and Annu-

ity also seeks payment of a $261,-
000 promissory note. A cash pay-
ment of $87,000 had been made by
Northridge, the suit noted.

Sidney Kohl, one of the part-
ners of Northridge and one of the
defendants in the suit, said, "We
have been advised by our attor-
neys that Teachers has been of-

fered everything to which it is
entitled under the terms of its

agreement. This suit is unwar-
ranted and we intend to take ap-

propriate action."

$330 million fire toll
Fire damage in Britain totalled

about $330 million last year, but
this included heavy losses from
explosions in Northern Ireland
civil disturbances.

letters
Continued from page 20

on my behalf when necessary,
and are more interested in a last-

ing relationship than with a one
year loss ratio. Perhaps if the
author had the foresight to select
his adjuster at the time the policy
was issued, he would not have
had the resulting loss problems.

To criticize an entire industry
because of personal adverse ex-
periences is not a fair appraisal of
the situation. Through the careful
selection of the broker, carrier
and individuals working on the
account, a risk manager can in-
sure a profitable relationship for
all parties.

Lawrence Geneen

Corporate Insurance Manager,
Instrument Systems Corp., Jeri-

cho, N. Y.



SAN FRANCISCO--A new

computer claims director system
has been installed by the Califor-
nia state compensation insurance
fund, which handles 25 % of the
workmen's disability and medical
insurance in California.

The fund collects annual pre-
miums for coverage in excess of
$150 million and pays claims of
approximately $100 million or
more each year.

"Use of the computer claims
system," exRained Robert F.
Hassard, president of the state
fund, "will make for more effi-

cient operations and will improve
health care for the industrially
injured. We expect it also to help
control the skyrocketing costs of
medical care and disability."

The state fund helped to fi-
nance the research and develop-
ment of the computer system by
Teknekron Inc., Berkeley. The
$500,000 system was installed by
Insurance Technology Co., a sub-
sidiary of Teknekron. The instal-
lation contract. with the state

fund runs to $2 million, spread
over a three year period.

The claims director system, ac-
cording to Hassard, will manage
the individual claims adjuster
scientifically and will coordinate
all the problems related to
claimi.

Insurer doubts lead to indictments

in two separate life insurance cases
IT WAS ALSO brought out by ed Mr. Lee as a suspect in the

investigators that Mr. Lee had crime.

applied for a second New York Mr. Lee was arrested and

Life policy that would have paid charged with the crime the same
$300,000 for natural death and day the insurance company made
double that for accidental death. its allegations.

New York Life refused to pay The other case revolves around

on the first policy and Mr. Lee a $100,000 key-man life insur-
filed suit last February in an ance policy written by Continen-
effort to force payment. While tal on the nurse of Dr. Geoffrey
arguing this action, the company Richstone. She died last Septem-
said that "many questions" had ber of barbiturate poisoning,
not been answered regarding the though her death was first listed
death of Mrs. Lee, who was as caused by viral pneumonia.
stabbed to death last October.

The company said it also.regard- THE INDICTMENT against

NEW YORK-Suspicion on the
part of two insurance companies
over the circumstances surround-

ing the deaths of two insureds
has led to criminal charges
against three persons here.

Charges of murder have been
filed against an airline luggage
handler and charges of conspira-
cy and attempted grand larceny
filed against a doctor and an in-
surance agent following allega-
tions by New York Life Insur-
ance Co. and Continental Assur-
ance Co. that the deaths of their
insureds were rnore involved

than was first thought.
In the New York Life case,

Douglas Lee, a former luggage
handler, was arrested and

charged with killing his wife
only hours after the insurer had
moved in court to block pay-
ments on a policy Mr. Lee had
purchased to cover her life.

Investigation disclosed that Mr.
Lee was the beneficiary of a

$300,000 straight life policy writ-
ten by Metropolitan Life Insur-
ance Co. At the same time, he
was his wife's beneficiary under

a New York I,ife policy that
would pay $100,000 upon her
natural death and $200,000 more
if her death was accidental.

New claims

director plan
in California

New hotel, motel rates
New advisory motel and hotel

liability insurance classifications
and rates have been established

for Nevada, under the state's re-
cently enacted rate regulatory
law. Net effect of the changes for
the insuring companies using the

advisory rate recommendations is
a ·reduction of 50% in the rate

level. The change was announced

by Daniel J. MeNamara, presi-

dent of Insurance Services Of-

fice, during public hearings by
the Nevada insurance department.

Dr. Richstone and Edwin Wein-

berg, his accountant and insur-
ance agent, charged that the two
men, after learning of the nurse's
death, conspired to defraud the
insurance company.

The nurse, who had suffered
from Hodgkins disease for the
past 11 years, died on Sept. 18,
just eight days after the doctor
had taken out the policy on her.
The indictment alleged that the
two defendants had concealed

her illness from the insurer and

concealed her death for two days
in an effort to make the circum-
stances appear normal.

As part of the plan, the indict-
ment said that Mr. Weinberg

would send $1,900 in premiums
to the company to complete the

policy and that the body would
be discovered the day after that.

business insuTance, April 10, 1972/23

Then the insurance company
would be notified.

Dr. Richstone allegedly duped
an associate into signing a death
certificate indicating that the
death was normal.

Two months after the nurse

had been buried, an insurance
company investigator, Joe Healy
(Business Insurance, Aug, 2,

into the death and felt that the

circumstances were suspicious.
Soon after that, other investi-

gations were taking place and the
body was exhumed. It was then
that the real cause of death was
discovered.

The possibility of accident has
been ruled out of her death, but
there have been no murder

charges filed and suicide has not
been ruled out. •
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Fire devastates chemical complex

Could Ansul Have Saved

the Spalding Camphene
and Fluid Works?

Prior to the disastrous fire which

razed the firm's main plant, Spalding
had been one of the great names in
camphene-to say nothing of burning
fluid.

The explosion and subsequent con.
flagration was traced to the "fluid"
works (pintured above in happier
times). Investigation later revealed
that fire protection in this highly
hazardous area was woefully inade-
quate.

Crazy Bob's Folly.
If the management of the concern

had asked Ansul to conduct a hazard

analysis, the debacle might have been
prevented. We might have recom-
mended installation of a Light Water
Sub-surface system in the Burning
Fluid vat, Powered by nitrogen, the
Light Water would have been injected
at the base of the vat, risen to the top
and formed a vapor blanket. This in
turn would have extinguished the fire
and prevented reAash.

A Formula for Success.

We would have recommended stra-
tegic placement of dry chemical hand
portable extinguishers throughout the
complex,-and possibly the addition of
a large dry chemical hand hoseline
stationary extinguishing system to
protect the neighboring camphene

works. However, this dazzling array
of equipment would still be inadequate
without thorough training in its use
for Spaldingemployees. And of course,
we would have seen to it that the

equipment was regularly inspectedand
serviced by local representatives of
our nationwide dealer network.

Whether it's a chemical plant, an oil
refinery or any other high risk hazard,
Ansul approaches the fire protection
job in just one way-professionally.
The Ansul Company, Marinette, Wis-
consin 54143.

THE ANSUL SYSTEM

e
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Family allowance is a two-way Japanese benefit
By TOMIKO SHIRAKIGAWA

TOKYO-Adding a family al-

lowance to the pay envelopes of
employes is one way the Japa-

nese corporation substitutes for
the state as a provider of wel-
fare.

This fringe benefit is a multi-
ple warhead that reduces both

overtime pay and lump-sum re-
tirement payments, appeases the
company unions, drives a wedge
between wages paid to men and
to women, and strengthens loyal-
ty to the company.

It all goes back to the need to
secure a stable supply of man-
power for war procurement, after
Japan invaded Manchuria in
1931. Family allowances were
first paid in war-related indus-
tries, but after the war it was

U.*.A

fri@
Im66;Li:11

still necessary to provide this
benefit as Japan began to recon-

struct. During postwar years,
1951 was the peak for provision
of this benefit; 85% of all com-
panies (excluding the agricultur-
al, fishery and forestry sectors)
were paying this allowance then.
Soon thereafter the nation re-

gained prewar economic levels,
and use of this benefit declined

to less than 60% in 1961.

SINCE THEN, however, Japa-
nese corporations have revived
their interest in the family allow-
ance and in 1969 nearly three out
of four enterprises (of those with
more than 30 employes) were
paying this benefit every month.
The monthly amount paid to

each employe ranges between $10
and $20.

Here is a summary of how

some of Japan's major corpora-
tions pay a family allowance to
employes. Matsushita Electric
Wofks pays $14.60 for the wife
of each employe, and $1.94 for
each child. Toshiba also pays
$14.60 for an employe's wife, but
only $11.35 if they live in a com-
pany-provided house, and $3.24
for each 6f up to two children. In

the steel industry, both the Japan
Steel Corp. and Nippon Kokan do
not pay any family allowance.
Sony pays $38.95 for a wife and
two children. Nippon Electric
Corp. pays $12.98 for a wife and
$9.74 for each other dependent.

At Ishikawa Harima Heavy In-
dustries a wife only deserves
$1.94, the first, second and third
child 97¢, and the fourth and fifth
child 81¢. Kawasaki Heavy In-
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These Japanese workers receive t-e traciticnal family a'lowarce from
their ccmpanies -Jaiza-ese Tourisl Bureau

dustries adds $3.24 to the pay
envelope for the firs: dependent
and provides SZ.25 for each other
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We're members of the
International Set

j

As Fred. S. James & Company has
grown over a span of 114 years its
identification with the foreign insur-
ance operations of its clients has
increased greatly. Today, we serve
clients on a world-wide basis.

Familiarity with local customs and
conditions in far-away places is
maintained through a network of
foreign service associates whose
professional standing equates with
our own. In almost all cases, our
United States professionals go

abroad to establish the program. Our
associates abroad permit us to main-
tain a flexible position in each coun-
try, accommodating local prefer-
ences among foreign nationals.
Thus, through personal supervision
our standards of competence are
always fulfilled within the country
where our clients' interests lie.

If you seek a guideline for your
foreign insurance requirements, call
on Fred. S. James & Company. We're
members of the International Setl

_FRED. S. JAMES & 00.
Insurance Brokers and Consultants Since 1858

BOSTON • NEW YORK • JERSEY CITY • NEWARK • PHILADELPHIA • HARRISBURG • PITTSBURGH • CHICAG D

WEST PALM BEACH • FORT LAUDERDALE • ATLANTA · LITTLE ROCK • DALLAS • OKLAHOMA CITY • TUC:504

LOS ANGELES • FRESNO • SAN FRANCISCO • BOISE • PORTLAND · SPOKANE • SEATTLE · INTERNATIONAL SERVICE

THROUGH ASSOCIATES IN MAJOR CITIES THROUGHOUT THE WORLD

dependent. Hitachi Shipbuiid-

-rE ¢which is completely inde-
pendert of Hitachi Ltd.) adds
only $..94 for En employe's wife,
and $1.13 for each of the first
five children. Mitsui Shipbuild-
ing, nowever, does not give its
employes any family allowance.
Mitsub.shi Heavy Industries adds
$2.27 for a wife and $ 1.62 Yor
each of the first two children,
w.th an additional 97 t for the

third and fourth child.

In :he automotive industy,
Toyo:a pays $2.27 for the first
dependent. $1.29 for the second
and third, and 97¢ for the fourth
and thereafter. Nissan 3 more

generous thar_ its chief rival,
sending $9.74 home for a wife
and Sl.62 for each additional de-

pendent. At Hitachi Ltd. - the
amouns paid is determined by

each branch rather than using a
blanke: company-wide ruling.

Fujitsu pays $.2.98 for the first
dependent and half of *at for
each o:her.

Mitsutishi Electric is more

generjus than Mitsubisni

Heavy Industries, despite their
ties and provides $14.12 for a
sliouse. $7.14 for each of the first

two additional dependents and
$4.54 for a thu,d and fourth. Nihon
K:)gaku, maker of Nikon camer-
as, pays $5.19 for an einfloye's
wife. plus $2.39 for each child

or grandparent living with the
empI.*e. Shiseido, Japan's mai or
:csmetics maker, distinguishes be-
tweem the first degendent's being
the employe's wife ($8.11] or not
beina nis wife ($3.08). and also
pays $2.1C for each additional de-
pendent after the first one.

In the oil industry, Mitsubishi
Oil pays $9.74 for the first de-
pendent and $.5.84 for each other

dependent, up to five, while Mar-
zuzen Oil pays the same amount

for the first dependent, 85.84 for
the second and third dependent,
and S4.54 for each dependent be-
yond :hat. In contrast so th€se
Japahese oil ccmpanies, Esso Se-
kiyu, Shell and Mobil pay no
farr.i.y allowance.

Japanese =crporations benefit
from paying employes this mon-
ey in several ways.

When overtime pay i: calnllkt-
ed, family allowar-ce ( and com-
mutation allowances) are included
in -ke base for calculations. By
provid: ng these allowances and
keeping base pay down, employ-
ers car pay only time and a quar-
ter for overtime.

Lump-sum retirement p:y-
men-«s are provided by all of the
ccrr.panies mentioned ab€ve and
all other majer corpora-ions as
well Nearly 60% of the eorpo. a-
tions in Tokyo and the surround-
ing prefectures make lump-sum
retiremen: payments as :he only
mear. s of providing for employes
after retirement. According to
the Tocyo Chamber of Commerce
and Irdustry, an additional 30 %
ccrntine lump-sum payments

with an annuity. The amount of
Co-.tinued on page 27



Josef Briffel, the Cartier ieweler who c_t a rough diamond while touring
r a Mercury Mirquii through the st-ests of New York, had a lot riding
31 his aim and--he car's shock abso-hers. According to a spokesman at
<anyon and Eckhardt Advertising Irc - the firm that dreamed up the
smooth-riding promo-ion campaign, #he diamond, which was valued at
$125,000 after oeirg cur, was not insured. -Cartier owned the stone
:,id to my knowledge they were ur azle to obtain coverage," he said.
Certier, which is ins-red by Lloyd's ot London, would not comment on
-1-is particula- inzidert

fncreases

in annuities

approved
OLYMPIA. Wash.-The Wash-

ibgton legislasure approved a mea-
sure to increase benefits for some

EC,000 public employ-s from 15 to
EC%.

The measure was backed by
th.2 Washington Federation of
State Employes AFL-CIO, it was
reported.

Senate bill 458 does away with
tne present annuity system and
substitutes a f.at two percent
brmula. Women are given the
same retirement benefits as men

for equal length of service and
earnings. Previously, women re-
ce.ved lower benefits on the the-

ory that they have a longer life
expectancy.

rhe new plan also provides
that up to five years of military
service credit may be added after
25 years of credited service to
the public employes retirement
system. This may be done re-
gardless of when ke military
service took place.

, A person who retired last year
with a pension of $208 a month

' would receive about $280 under
the new plan.

rhe employer': contribution to
the state employe's pension will
be seven percent, effective July
1, 1973, instead of the present six
percent rate. The errsloye's con-
tri oution will rise from five to

six percent.
The measure would give the

, p.1 jlie workers a maximum
mcnthly pension equal to 60% of
their highest pay in any two
years. .

Considers

group bill
CONCORD, N.H.-A measure

which would all,w Stat€ Insur-
ance Commissioner John A. Dur-

kir to bring group auto insurance
into New Hampshire has been
introduced into the state legisla-
tute.

The proposed bill Yould also
repeal what the 1969 legislative
session passed as "group auto in-
surance" guidelines: .4 minimum
of 500 workers per compar-y and

' a 75% participation le-el for five
years.

The new measure's proponents
contend that oniy two cr three

, filings have been mace under the
present stature, which, they

maintain, only set up «roadblocks
amd hindrances." m

1
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Directors and Officers Liability Insurance

The EX-UND WAY to the sale of D&0 insurance is to provide the
very best insurance obtainable and at a fair price.

Our applications are more extensive, covering in great depth the
financial and operating results of each prospect.

The reward to the Director and Officer is certainty of insurance
protection.

You owe your client the duty to investigate Ex-Und's new facility.
It features informed underwriting, and the very best legal talent should
claim be made.

EXCESS

UNDERWRITERS, INC:.
150 South Wacker Drive, Chicago 60606. Telephone 312/641-0033 (Telex Number 25-4127).

The first group insurance policy that We helped Denny's develop a multiple become one of the largest group insur-
Pacific Mutual wrote for Denny's, ten employer trust and then answered all ance companies in the nation by tackling
years ago, covered 35 management the needs in two packages: one for underwriting problems like this.
employeis and two of their coffee shops. management personnel at Denn/s and The advantages of service, cost and
Since then Denny's has grown consider- franchise operators; one for ernployees coverage enjoyed by Denny's and other
ably. And our coverage has grown at both company-owned and franchise- Pacific Mutual customers are worth
even more. owned outlets. The packages include looking into. The solution to your

group employee and dependent life, employee benefit problems can be pro-
Now there are 315 Denny's Restaurants, accidental death and dismemberment vided through Pacific Mutual's modern,
419 Winchell's Donut Houses, and 48 comprehensive medical benefit:s and flexible product portfolio of group,
other company operated food concepts dental insurance, with excellent cover- pension, profit-sharing, thrift and invest-
in the chain. Denny's also owns the age at a competitive cost. Denny's has ment diversification policies. Whether
27-story Imperial Hawaii Hotel on found that their insurance program has you employ ten people or tens of
Waikiki, the Grand Hotel across from become a useful tool in their overall thousands, your insurance broker or a
Disneyland, and a construction company. program for making their restaurants Pacific Mutual group insurance represen-

As Denny's Restaurants are located all good places to work. tative will give you all the facts.
over the United States and Mexico, Planning group insurance for such an ,..,
there are many consequent variances in expansive operation was a complex 1) PACIFIC mUTUAL
local medical costs. assignment. But Pacific Mutual has I

„-

We took Dennyt order.

We wrote group insurance for thousands
of different employees, working for hundreds

of Dennyt Restaurant all overthe map.

ill
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Doctor predicts rise in malpractice
suits; asks for no-fault coverage

WASHINGTON-The Presi-

dent's Commission on Malprac-
tice has been told that the con-

cept of no-fault should be extend-
ed to cover medical malpractice

problems if automobile no-fault is
enacted by Congress.

Dr. Charles H. Ramus, presi-
dent of the American Osteopathic

Academy of Orthopedics, told the
commission, "When Congress en-
acts a no-fault automobile liabili-

ty prograrn, plaintiff-oriented
personal injury lawyers presently
engaged primarily in automobile
liability cases will be unleashed
onto the medical profession, in-
undating physicians with a flood
of medical malpractice litigation.

"I forsee a cadre of personal
injury lawyers descending like a
plague of locusts upon physicians
and their patients seeking to re-
place their lucrative liability
lawsuits with actions against
physicians," he continued. "The
skills, the specialized knowledge
of bodily injuries and the trial
techniques employed against auto
insurance liability carriers will
now be turned loose against
medical malpractice insurance
carriers."

DR. RAMUS, who said he was
not making comment on the ben-
efits of no-fault auto insurance,

Cut schools'
arson losses

MIAMI, Fla.-The self-insured
Dade county school system suf-
fered $200,000 worth of arson
damage in the past nine months.

The figure actually represents
a sharp reduction from the
$880,000 in arson losses in the

previous nine-month period,
school officials say.

School officials have filed in-

surance claims totaling $218,431

in damages with the Dade School
Board's self-insurance commis-

sion.

That total includes renovation

of classroorns, replacement of
furniture, electrical repairs and
painting, as well as overtime
work required of employees to
put the schools back in shape.

Claims recently approved by
the self-insurance committee

covered seven fires in six schools

since last spring. •

You may be
able to save

more money
in Texas.

Texas Workmen's

Compensation Insurance
regulations often differ from
those of other states. Last

year we returned over

$8,000,000 to our policyholders
in dividends and discounts

on this one line of coverage.
To get all the facts about
handling Texas Workmen's
Compensation separately
from a national program,
give us a call.

Texas Ery,PLovems,

insumanceASSociaTIon

P. 0. Box 2759

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers' insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers National Life Insurance Co.

pointed out that many doctors
were now practicing what he
called "defensive medicine" be-

cause they felt the situation was
so perilous. He defined defensive

medicine as involving "the use of
unnecessary and duplicating di-
agnostic procedures in anticipa-
tion and in preparation against a

possibility of malpractice claims."
In other words, a whiplash vic-

tim from an auto accident may
be X-rayed more than is neces-
sary to actually determine the
extent of his injuries.

Dr. Ramus, whose testimony
was buttressed by the results of
an American College of Physi-
cians' survey, asked that the De-
partment of Health, Education
and Welfare be wary that auto

liability abuses not be trans-
ferred to malpractice.

"I ferver_tly urge that this de-
partment recommend that any
no-fault automobile legislation
carefully consider the impact of
such legislation upon malpractice
claims," he said, "and that a
study be done with a view to-
wards application of the no-fault

concept in the medical malprac-
tice field."

THE RESPONSES to the Col-

lege of Physicians survey showed

that over half of the 7,647 doctors
who answered felt that they had
no choice but to practice defen-
sive medicine.

Three main suggestions showed
up in the physicians' question-

6

naires:

• Medical malpractice should
be covered by no-fault insurance;

• Control or eliminate contin-

gency fees for lawyers;
• Establish medical review

panels.

On the other hand, a spokes-
man for the American Mutual

Insurance Alliance told the com-

mission that a number of "seri-

ous questions" about the feasibil-
ity of applying the no-fault con-
cept to malpractice remained to
be answered.

Richard E. Goodman, general
counsel for the Alliance, warned
that a no-fault system which
paid benefits to anyone who got
unexpected results from medical
treatment would be very expen-
sive.

REGARDING no-fault mal-

practice benefits, Mr. Goodman
said that it had not been deter-

mined whether payments should
cover loss of income and survi-

f

a

9.

The shipment made it across the water in great
shape. But on the way inland, it got caught in a wreck.

When the dust settled, the whole thing was a tota I
loss. Yet when you put in your claim, there was nothing
to collect.

In the dark. Unless youre right on top of things, it's
tough to know exactly what protection ,you've got or
where your insurance attaches or terminates. If it's not

vors or merely the cost of medi-
cal treatment necessitated by the

original treatment.
Rather than no-fault, Mr.

Goodman pointed to an experi-
ment in Ohio, in which screening
panels determine which cases

have valid claims and then give

expert medical testimony in be-
half of those who do indeed have

a right to sue, and urged further
experimentation along those lines.

He also felt that arbitration

panels should be used to settle

malpractice claims, rather than
courts.

Feeling that a malpractice no-

fault system would need a great
deal of study, Mr. Goodman said,
"A more immediate and more

readily attainable goal is to at-
tempt to institute modifications
within the framework of the

present system which will facili-
tate the disposition of claims

while retaining the fault princi-
ple." •

.i
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the warehouse-to-warehouse coverage you would have
placed yourself, a wreck like this could throw you off the
track completely.

Russian roulette. There are countless ways you can
hurt yourself by placing your cargo insurance overseas.
For instance, an "all-risks" policy often doesn't mean the
sameabroadasitdoesathome. Unpredictableexchange
rates may depreciate the value of a loss payment and



Co/orado adopts /ower
farm worker comp rate

DENVER-The Colorado de-
partment of labor and employ-
rnent has announced another

change in its workmen's compen-
sation premium rates for farm
labor.

Executive Director Jarnes

Shaffer infornned State Sen.

Kenneth Kinnie of Julesburg and
Rep. Lowell Sonnenberg of

Fleming that he is establishing a
rate of $3 per $100 of payroll for
temporary and migratory labor
engaged in hand work.

The new rate contrasts with
$6.27 originally proposed by the
department for all farm and
ranch labor. It lends further en-

couragement to a bipartisan leg-
islative campaign to reduce agri-
cultural rates so that more work-

ers will be covered by workmen's
compensation, it was reported.

The 1971 act, effective Jan. 1,
1972, brought some farm-ranch
workers under the compensation
program, but farm operators had
complained that the premium
rate of $6.27 per $100 was too
high.

ABOUT A WEEK earlier, at
the urging of Reps. Ruben Valdez
of Denver and Bob Kirscht,
Pueblo, the department an-

nounced a rate for truck-farm
workers of $2.10 per $100.

Sen. Kinnie and Rep. Sonnen-
berg are co-sponsors of a bill that
would remove workmen's com-
pensation coverage from laborers
working under a contract basis

by the hour or by the unit, effec-
tively eliminating coverage for
migrant laborers.

That bill was approved by the
senate and now is resting in the
house rules committee.

The new rate quoted by Mr.
Shaffer will become effective May
1, covering temporary seasonal
and migratory workers "em-
ployed in the care, culture and
harvest of fruits, vegetables and
sugar beets."

It would not apply to laborers
who work with or near machin-

ery.

Mr. Shaffer said he plans to
make a comprehensive study
during the year of all accidents
involving agricultural labor to
determine if separate classifica-
tions are feasible for various

types of labor.
The department's position orig-

inally was that there was insuffi-
cient experience in Colorado to
justify setting more than one
rate. •

Continental licensed

in Japanese market
NEW YORK-The Conti-

nental Insurance Cos. have

become the first U.S. group
in more than a decade licen-

sed to write direct business
in the Japanese insurance
market.

Continental will also write
reinsurance.

Coverages the company

will provide include ocean
and inland marine, automo-
bile, liability, burglary, glass,
aviation reinsurance, fidelity,
guaranty, third-party liabili-
ty, machinery breakdown,
builder's all risk and mova-
bles comprehensive.

Tokio Marine and Fire In-

surance Co., for whom Con-
tinental acts as manager in
the U.S. and Canada, will be
Continental's general agent.

make it impossible for your buyer to get enough dollars for years. And because we write it over here, you know
fora replacement. What's more, if yourbuyer is uncertain there won't be any surprises should anything happen
about his loss liability, he may not authorize payment of over there.
drafts on lost or damaged goods. For more information, see your MOAC representa-

Changing the odds. Youandyourcompanyare ob- tive. Or writeto MarineOffice • Appleton&Cox Corpora-
viously in a better position to control the unex-
pected when you control your own insurance. We'll send you a special booklet called "MOAC

tion, 123 William Street, New York, N.Y. 10038.

At MOAC, we've been writing cargo insurance and what it stands for."

Marine Office · Appleton & Cox Corp.
Aviation insurance available through Amcioted Aviation Unde·writers.
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Family ...
Continued from page 24
lump-sum payments is determined
by the number of years of
employment, the level of educa-
tion completed before joining the
company, and the reason for re-
tirement.

THESE PAYMENTS account for

nearly 5 % of net wages, and at
present a male high school grad-
uate who has served the connpa-
ny for 35 years will get more
than $66,000 whether he leaves
for his own reasons or because he
has reached the compulsory re-
tirement age. Top management is
glad to do what it can to keep
the increase in retirement pay-
ments from rising rapidly, but in
one recent 10-year period; pay-
ments have roughly doubled.
Family allowance payments are
not figured as part of base pay,
although education and years of
employment are, so the benefit
helps reduce retirement pay-
ments.

Unions are happy to have the
family allowance increased be-
cause all married male employes
receive this benefit. Any increase
in this benefit is welcomed by
the union. The key point to re-
member here is that almost all

Japanese unions are organized
on a company-by-company basis,
rather than horizontally as in the
U.S.

ALTHOUGH women are theo-

retically entitled to the same pay
for the same job that men perform,
in practice this is usually not the
case. Starting salaries are a bit
lower, and women are promoted
at a slower rate than men. Fur-

ther, they are often pressured to
resign after only a few years-
because their pay would increase
if they were retained-and are
not given. the family allowance
or dependents' allowance. This
discrimination against women

keeps the company's net cost of
wages down.

The family allowance also con-
tributes to the high level of em-
ploye loyalty as it provides an-
other concrete example of how
the corporation cares for its peo-
ple. •

We
Service
wnat we
DU¥.
Periodically, we'll review your in-
surance program to keep your
coverage current with changing con-
ditions. And in time of loss, we'll
help you get a quick, equitable
settlement. After we buy insurance
for you, we work even harder. Call
The Man From Latham-Stevens and

get service from an insurance
professional.

Latham-Stevens
comnan¥
HARRISBURG, PA. 17110

PHONE: (717) 232-6661

Buyers of /nsurance for Commerce,
Industry and The Family
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Blood assurance plan is a very flexible benefit
By TERESA NORTON

CHICAGO-During World War
II, the government asked the
American National Red Cross,
because of its voluntary organi-
zation, to recruit donors to pro-
vide blood for military use. When
the Red Cross began to close do-
nor centers after the war many
communities realized they were
losing a valuable service and
asked the organization to stay.
Today the Red Cross is the larg-
est single agency recruiting vol-
untary blood.

In an interview with Business

Insurance, donor recruitment
representatives from the Mid-
American chapter of Red Cross
explained that the World War II
activities led to development of
voluntary blood supplies for

communities throughout the na-

tion. One of these is the Blood

Assurance Program offered na-
tionwide today on a group basis.
The program, according to Mary
Pat Mazurski, a Red Cross re-
cruitment representative, offers
assurance of a blood supply,
flexibility of group make-up and
no penalties to members unable
to give.

There is no waiting period
once the plan goes into effect for
a group, said Sylvia Kete, her
associate, and there are no exclu-
sions on present or potential
blood users within the group-
such as those with bleeding ul-
cers, hemophilia or leukemia.
Coverage under the prograrn is
good in the U.S., Canada or
Puerto Rico, she added. Programs
are handled similarly throughout
the U.S.

A group is eligible to partic-

ipate in the Red Cross plan if it
can establish an annual blood

deposit equal to a minimum of
20% of the number of employes
or members in the organization,"
the agreement states. "The first
time arour_d everyone worries
about meeting his quota," said
Mrs. Kete, "but once they find

out how easy it is to give blood,
their concerns diminish."

The only other obligations the
group has are to appoint its own
program chairman and to advise
the Red Cross of eligible mem-
bers who require blood replace-
ment coverage; the request for
blood is made on a simple, half-
page form. If the group is large
enough to warrant a mobile unit,
the Red Cross will send one to

receive donations. Branch offices

are urged to contribute locally
but can participate in the main

office program if necessary.
A person who is unable to do-

nate blood is still eligible to re-
ceive it, the recruiters hastened
to say, and a person who has
donated can receive blood within

the one-year plan period even if
he leaves the group. They also
stressed that no matter how

much blood the group uses it has
unlimited coverage, that the do-
nation time is only about one
hour total and that it takes only
five to seven minutes to actually
give the blood.

A group is also entitled to have
itsblood needs preplaeed for cer-
tain kinds of surgery, which re-
quire fresh blood. The recruiters
pointed out that blood is only
considered "fresh" for 48 to 72

hours although it is usable for 21
days.

As for who qualifies to receive

If only you had
AFC(Ys extra line
of credit.

Then you would dt
have to tie up
all that cash
for insurance
premiums.

Borrow the premiums from Afco. (You'll love our low

interest rates.) Pay us monthly or quarterly, out of current

income. You don't need a compensating bank balance,

you don't need to disturb your other lines of credit.

And we're sure you'll be able to think up a way of using

that extra working capital. Ask your insurance agent

or broker about Afco. Now.

NEW YORK: 108 JOHN STREET, NEW YORK 10038
ATLANTA BALTIMORE BOSTON CHICAGO

COLJMBUS, O. EAST ORANGE HEMPSTEAD, N. Y.

KANSAS CITY LOS ANGELES MIAMI

NEB YORK SAN FRANCISCO SEATTLE

CANADIAN AFFILIATE: CAFO

HALIFAX MONTREAL TORONTO

EDMONTON VANCOUVER

the benefits of the blood assur-

ance plan, there seerns to be al-
most no boundary. Immediate
families of group participants are
assured blood, said Miss Mazur-
ski, as well as any unrelated peo-
ple living in the participant's
household; because immediate
families are covered, they are
also eligible to donate blood to

the plan. In certain plans, anyone

+
Although posters are helpful in re-
cruiting blood doners, the Red
Cross says that it is person-to-per-
son contact within a Blood Assur-

ance Plan group that does most of
the -selling.-

who is financially dependent on a
participant, regardless of wheth-
er he lives in the participant's
home, is also eligible for blood. If
the group as a whole contributes
an annual blood deposit equal to
25% of its membership, she con-
tinued, in-laws can receive cov-
erage and if the contributions
reach 30 % even grandparents
can be covered. In addition to

these options, she added, a group
may elect to include retired or

part-time employes once the 20%
quota is exceeded.

ANOTHERalternativefor

groups that surpass the donation
quota, Mrs. Kete said, is that

taken by the Fellowship Assn. of
Commonwealth Edison in Harv-

ey, Ill. For the past two years the

association has given more than
100 units over quota and has re-
leased these as a community serv-
ice.

Checks are run on all potential

donors and Miss Mazurski point-
ed out that interviewers are

trained to elicit honest answers

in the 30-question medical histo-
ry they compile. The donor's
temperature, pulse and blood
pressure are checked as well as
the iron content of his blood.

Tests for hepatitis and venereal
disease are required by law, the
recruiters told Blisiness Insur-

ance, but one reason honesty in
the verbal interview is so impor-
tant is that there are two types
of hepatitis, one of which can be

detected only 25 % to 30 % of the
time by the Australian antigen

test, the other of which cannot be
detected at all. Malaria is also

difficult to detect at the time of

donation, they warned.
Recruiters within the partici-

pating group are trained by the
Red Cross at a group meeting to
answer most of the questions do-
nors are expected to ask. The
Red Cross also makes available

informational booklets and a

wide selection of posters, ranging
from a Peter Max design that
reads, simply, "Give a little," to
the more traditional this-child-

needs-your-help type. Groups
are also encouraged to make up
their own "donation gimmicks,"
said Mrs. Kete. Although these
visual aids are helpful, she be-
lieves that "it's the person-to-

Continued on page 34



Twin key
may unlock
theft puzzle

ROCHESTER, N.Y.-A dupli-
cate key, which could have been
made for less than $1, may have
been used by fast-working
thieves who stole $835,300 from
an armored truck parked at

Eastman Kodak Co.'s Hawk-Eye
plant, according to Detective
Capt. James J. Cavoti.

A key shop employe, who told
of making an unusual duplicate
key less than two hours before

the theft, was studying photo-
graphs of numerous persons at
police headquarters. If the truck
was locked just before the theft
-as its two-man crew insists it
was-then "someone had to have

another key," Mr. Cavoti said.
There was "no evidence of a

forced entry" into the vehicle, he
explained.

Present and former employes
of Doyle Armored Service Inc.,
owner of the truck, will be ques-
tioned to determine whether any
keys might have been misplaced
even briefly or stolen recently.

THE THEFT occurred within a

four-minute period after 10:36
a.m. when the truck's driver and

messenger left it unguarded to
deliver four bags of money to the
Hawk-Eye plant. Witnesses told
police they saw two men open a
door on the passenger's side of
the truck, remove bags, toss them
into a sedan and drive away.

Stolen were six white cloth

bags containing $1 to $100 bills.
The money was being transport-
ed by Doyle's from Lincoln
Rochester Trust Co. to Kodak
plants for use at Eastman Sav-
ings and Loan Association offices,
where many Kodak employes cash
payroll checks. The serial numbers
of the bills were not recorded.

It was the largest cash theft in
Rochester history and few have
been bigger nationwide. John A.
Doyle, president of the armored
truck company, noted that the
loss was the first in the firm's
42-year-history. "The amount

was fully insured," he said. •

New policy
disclosure

requirements
MADISON, Wis.-An adminis-

trative rule to establish disclo-

sure requirements and define de-
ceptive practices in the sale of
life insurance has been adopted
by the Wisconsin insurance de-
partment.

Stanley C. Du Rose, state in-
surance commissioner, said the
rule, to take effect June 1, would
be the first to focus on the ques-
tion of policy suitability.

According to the rule, an agent
must tell a prospective policy
buyer that he is acting as an
agent. He must give the name of
the company for which he works
and provide the customer with a
dated, written statement describ-

ing the maj or points in the poli-
cy. Mr. Du Rose noted that the
deceptive practices provisions of
the rule prohibited misleading
statements.

He also announced the adop-
tion of a rule calling for stricter
disclosure practices when policies
are replaced. That rule says that
agents recommending a new pol-
icy must provide the buyer with
a detailed form comparing his
current policy with the one being
proposed. .

At 11, I ate cereal
twice a day. I still didn't

make the ball team:'
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"Thic bear, we'11 insure 825 million
bushels of grain" Bill DLdman manages Johnson &

iggins' Fropertv department in Chicago One specialty
there is n,urance on mills and on grain itself

Millers today Jse every bit of the grain;' Bill says
"ioi bett -tot waste their insurance dollars"

Wha'strue in milling is true in your industry
Johnson & Higgns has off ces in major cities here and abroad
Cell us Wzll nake your insurance work for you

Johnson & Higgins
the milhng industry's insurance broker
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USLIFE vp works to coordinate
benefit plans of subsidiary firms

NEW YORK-Challes H. Frost,

vp employe-relations at USLIFE
Corp., just back from a trip around
the country surveying USLIFE di-
visions, is "excited about the op-
portunities employes have in this
organization." Mr. Frost is settling
down in the newly created posi-
tion at USLIFE, a corporation that
has expanded from one life insur-
ance company in 1966 to include
15 working subsidiaries.

"Since 1966, USLIFE has ac-
quired 22 compani es, created
four and consolidated the total,"
noted Herbert Saslow, second vp
and director of corporate com-

munications. "Up to now, we did
not have a specialist in employe
relations. But with our fast

growth rate, we needed to bring
about a consistency in benefits
and compensation. We wanted to
pull all the loose ends together
and have a uniformity among the
companies."

Mr. Frost has overall responsi-
bility for implementing existing
employe relations programs and
developing new ones. "Presently,
all USLIFE employes have the

same pension plan, life insurance,
long-term disability coverage and
similar benefits," Mr. Frost told

Business Insurance. "They don't
all have the sanne plans at the
date of joining but usually d6
within five or six months."

"I don't think there is a pat
answer when it comes to coordi-

nating benefits of acquired com-
panies. Clearly some companies
operate on a subsidiary-to-sub-
sidiary basis. My personal expe-
rience has been that unless the

subsidiaries are awfully large,
independent, autonomous corpo-
rations, the eventual thrust

seems to be to join the parent
company," said Mr. Frost who
has held the title of director of

employe relations at the Inmont
Corp. and at Pfizer Inc. for their
international subsidiaries.

"ALSO, THERE ARE numer-
ous financial advantages to buy-
ing a mass plan rather than hav-

ing scattered policies," noted Mr.
Frost. Mr. Saslow, answering for
the management side of the
problem, said, "This concept tre-
mendously simplifies administra-
tion. Just on the practical side,
you have less paper to buy and
less records to keep. Under this
system, the employes have more
and the company saves more."

Currently, USLIFE has about
3,500 full-time employes covered
for benefits compared to 500 in
1966. The majority of the pro-
grams are insured through The
United States Life Insurance Co.,
a USLIFE subsidiary.

The group' life program offers
benefits of approximately two
times annual salary, up to a
maximum benefit of $200,000
.($50,000 in Texas). The first
$2,000 worth of coverage is non-
contributory. Each additional

$1,000 can be purchased for 35¢
per month.

Accidental death and dismem-

berment offers a principal sum of
about two times salary to a max-
imum of $100,000 at a cost of 6¢
per month per $1,000. Major med-

ical pays 80 % of most medical
expenses after a $100 deductible
to a maximum benefit of $20,000.
Certain hospital and surgical fees
are fully covered. The cost of ma-

jor medical varies according to an
employe's coverage. An employe
with a spouse and a child or chil-
dren pays $11.60 per month.

THE PROBLEM in most bene-

fit programs, according to Mr.
Frost, "is that we find ourselves

going off on a tangent. If a com-

pany offdrs long term disability,
they have to take Social Security
into account. Many life insurance
policies also provide for disabil-
ity payments under certain con-

ditions. Formerly, employes could
draw off their life insurance

without the LTD being taken into
effect."

USLIFE's long-term disability
pays 60 % of monthly earnings up
to a monthly maximum of $2,500
after a 90 day waiting period. An
employe is eligible after one
month's employment if his salary
' is equal to or more than the
maximum salary for Social Secu-
rity benefits. If an employe's sal-

ary is less than the maximum
counted for Social Security bene-
fits, he can become eligible for

Charles H. Frost

long-term disability after three
years employment. The cost is

57¢ per $100 of basic monthly
salary up to a maximum cost of

$23.75.

Long term disability benefits

are reduced under this plan if an

employe receives Social Security,
state disability benefits, work-

men's compensation or company

salary continuation benefits while
disabled. The carrier for USLIFE's

LTD coverage is the Union Mutual
Life Insurance Co., Portland, Me.

USLIFE offers three non-con-

tributory benefits programs. The
business travel-accident plan
covers employes for accidental
death Or dismemberment for

$50,000 or an amount equal to

the total amount of group life

insurance in force. A salary con-

tinuance plan covers employes
unable to work due to illness.

Benefits are calculated according

to their length of employment.

6¢THE COMPANY assumed the

full payment of the retirement
plan on July 1, 1971," noted Mr.

Frost. Under this plan an em-

ploye is eligible for reduced re-
tirement benefits at age 55 pro-
viding he has the consent of the
company. Normal retirement is at
age ·65. Various options are avail-

able under the program which
provide for joint and survivor in-
come benefits, disability payments
and level income benefits. If an

employe elects to receive benefits
under the level income option, he
may receive increased benefits

prior to commencement of Social
Security and reduced monthly
payments thereafter, so that the
total income is as level as possible
during retirement.

"We also have a voluntary

monthly investment program in
which a certain amount is auto-

matically deducted from an em-

ploye's payroll to purchase US-
LIFE stock through a plan made
available by Merrill, Lynch,
Pierce, Fenner & Smith Inc.,"
explained Mr. Frost. "In this

manner, employes can purchase
stock and not pay commissions. •

The amateurs

meet the pros on
Home

grounds.
NEBRASKA'S

CHADRON STATE COLLEGE

AND PITTSBURGH'S THREE

RIVERS STADIUM

BOTH GET BIG-LEAGUE

PROTECTION FROM

THE HOME.
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Suit asks disability
pay for maternity ills

RICHMOND, Va.-The Inter-
national Union of Electrical Ra-

dio and Machine Workers has

filed a class action suit here

charging General Electric Co.
with violating the 1964 Civil
Rights Act by not extending
disability benefits to women em-
ployes who leave their jobs be-
cause of pregnancy.

The union, in supporting its
allegations, said that a finding of
the Equal Employment Opportun-

ity Comission last May had
charged an employer with a simi-
lar violation by denying "female

employes weekly benefits for dis-
ability due to pregnancy."

The suit, which named seven

women as plaintiffs but was ac-
tually filed in behalf of the

4.#

1

100,000 female workers employed
by GE, complained that the firms
pays 60% of straight-time week-
ly earnings for 26 weeks for all
nonoccupational accidents and
illnesses that "any of its male
employes has ever had." The un-
ion felt that maternity problems
should be treated the same way.

IF THE UNION wins the case,
GE and many other companies
could face rather substantial in-

creases in their disability insur-
ance premiums because of the in-
creases in benefits paid. For exam-
ple, it was noted that GE paid
medical benefits to about 5,000
pregnant women last year. If the
average weekly disability payment
had been, say, $90, 26 weeks of

benefit payment would have cost
the insurance company a sizable
$11.7 million.

A similar grievance has been
filed at General Motors' Delco

Products Division in Rochester,

N.Y. GM pays for six weeks of
maternity absence while benefits
for other absences vary according
to cause and seniority.

The IUE has urged all its locals
to file grievances on the pregnan-
cy matter. One reason for this is
that the union wants to rule out

the possibility that it could be
sued along with the employer by
union members who became dis-

satisfied with their maternity
benefits situation. •

Record profits
General Accident Assurance

Corp., Perth, Scotland, reports a
record profit level on its U.S.
business for 1971 and predicts
equally favorable returns this
year unless windstorm losses

cause an unexpected setback.
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Factory Mutual covers
YMCA residence tire

NEW YORK-Sloane House, a

14-story, 40-year-old YMCA res-
idence hall here which suffered a

fatal blaze of suspicious origin
late last month, was insured by
the Factory Mutual System, Busi-
ness Insurance has learned.

The YMCA of Greater New

York has all of its 26 branches

and satellite properties insured

against fire by Factory Mutual.
according to sources close to the
Y. The p61icy, which covers all

the buildings, has limits of $23
million and contains no deducti-

ble. Johnson & Higgins is the Y's
broker.

Liability for the fire which
killed four persons and injured
at least 40 others is, in the words

Callingthe right play is as important to insurance
administrators as it is to coaches.

Those responsible for the protection of buildings
on the 213-acre Chadron State College campus

and of the new $26.7 million home of the

Pittsburgh Pirates and Steelers agree on strategy:
cover a lot of ground with an Institutional Policy

from The Home.

Of course, it's only logical that they should take a
page from the businessman's book. The Home

pioneered a full line of single-contract commercial
policies and has improved on them

ever since.
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See what The Home has to offer you.
Contact your broker. Or call your local
Home agent. He's in the Yellow Pages.

THE 7.9

HOME
OF INSURANCE
THE HOME INSURANCECOMPANY
59 Maiden Lane, New York, N.Y. 10038

Affiliates: The Home Indemnity Company
City Insurance Company
Federal Lite and Casualty Company
Peoples-Home Life Insurance Company of Indiana
Seaboard Surety Company

of a YMCA spokesman, "an un-
known at the moment." A YMCA

employe has been arrested and
charged with murder and arson
in connection with the fire and

the question of the master-serv-
ant relationship could come up.

THE YMCA'S liability cover-
age is written by Consolidated
Mutual Insurance Co., should the
need arise. That policy has a $3
million limit but the Home In-

surance Co. writes a liability um-
brella for $5 million more.

The YMCA spokesman said
that the cost of the fire had not

been ascertained but that most of
the damage had been confined to
the seventh floor. The fire

burned out the hallways of that
floor but did not get into individ-
ual roords. All four of the dead
were found in the halls. Lower

floors suffered water and smoke
damage.

The 1,400 room Sloane House
has been undergoing refurbishing
for the past two years and it was
reported that paint and painting
equipment had been left in the
seventh floor hallways. Fire offi-
cials, however, discounted the
possibility of the paint supplies
as the cause of the blaze.

Sloane House was described by
YMCA officials as one of the

largest of the Y's worldwide sys-
tem of residences. •

Continental
is sued for

$50 million
NEW YORK-A spokesman for

the Continental Insurance Cos.

here said the amount of a suit

filed against their subsidiary, Fi-
delity & Casualty Co. of New
York, by Western Bancorporation,
Cal., "is a question of interpreta-
tion." Western Bancorp. is suing
for about $50 million in losses in-
cured when its Swiss subsidiary,
the Basel Bank, folded in 1970.

According to Western Ban-
corp., the losses, which were a
result of fraudulent commodities

transactions by its Basel officers,
were insured under a fidelity
bond issued by Fidelity & Cas-
ualty. The insurance company,
however, rescinded the bond on
Jan. 13, claiming that Western
Bancorp. had concealed the ex-
tent of their foreign operations.

The bond is written for a $10
million limit on each occurrence

with a $500,000 deductible. West-
ern Bancorp. has filed suit for
five separate losses totaling about
$50 million. They claim that fals-
ified statements and accounts by
the Basel officers cost Western

Bancorp. $42 million in payiments
to creditors and depositors and $8
million in investments.

A spokesman at Continental
refused to comment on the suit

but stated that this type of claim
"is always a problem." "Underly-
ing the whole matter is how the
deductible is to be applied-and
whether this constitutes one spe-
cific loss or several," he noted. I

School board liability
The Evergreen school board,

Vancouver, Wash., has approved
purchase of liability insurance to
provide indemnity for board
members and all employes of the
district. Cost will be $2,000 annu-
ally for three years. Evergreen
district is buying the coverage
from Stewart, Smith, Haidinger,
Inc., Los Angeles.
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Quebec employes get
salary insurance plan

QUEBEC, Canada-The Quebec
government has offered its 210,000
public service employes a "salary
insurance plan" to protect the
workers in case of short or long-
term illness or disability.

Government negotiator Renald
Langlois said that the four-point
plan was presented to the com-
mon front of three-union federa-

tions at the central bargaining
table set up to negotiate a new
contract for public service work-
ers.

Yvon Charbonneau, president
of the Quebac Teachers Corp.,
said a strike is becoming "more
and more inevitable."

The QTC, the Confederation
of National Trade Unions and the

Quebec Federation of Labor form
the union common front.

Mr. Langlois said the unions

must accept the four-point plan as
a package deal. The plan calls for:

• A collective compulsory plan
paid by the government which
would guarantee workers 83 % of

their salary for illness or inca-
pacity of less than one year.

• A collective compulsory plan
for long-term illness or disability
funded by the government and
employes who sign up for it.

•A collective optional plan
funded by both government and
workers to provide a pension for
survivors of workers who die be-

fore reaching retirement age.

• A compulsory medical in-
surance plan designed to cover
expenses not paid for by the cur-
rent medical-care program. m

H. R. Rossell, right, insurance man-
ager of Sun Oil Co., receiyes a
piaqLe from H. Clay Johnson, presi-
dent of Royal-Globe Insurance Cos.,
comrremorating four decades of as-
socia:ion among G obe Indemnity
Co., S.In Oil Co. and the Mather
& Cc. insurance agency of Phil-
adeli:hia. Globe Indemnity under-
writes automobile liability insur-
ance for Sun Oil covering more
than 5,000 vehicles of all types.
Royal-Globe also provides general
liabil,ty and workmen's compensat-
ion coverage for Su, Oil. Mr. Ros-
sell has been insurance manager of
Sun Oil for two years.

Michigan Mutual
serves your

business insurance
needs from

-twenty-five >•0, u-
metropolitan '

centers.

Connecticut General

makes group changes
HARTFOR D-Connecticut phere enormously improved.

General Life Insurance Co. is

back in the group health field UNDER THE changes in group
"with both feet," chopping rates coverage, the company will elim-
on the bulk of new business, intro- inate the employer from claim
ducing a new claims payment payment procedures, the em-
policy and, at the same time, re- ployes of participating firms to
suming activity in major dental present to medical facilities a
health coverage. card guaranteeing coverage pay-

William W. Keffer, senior vp, ment on a direct basis.

group insurance, remarked that Moreover, the insurer is jump-
the rate chopping is not applicable ing back into the "unscheduled"
to existing plans, but will affect dental insurance atmosphere;
all new policies written in the line. newly-developed information on

"The standard rate changes in dental cost patterns, enabling
new business," he said, "will more precise underwriting prac-
vary frorn rnarket to rnarket and tices, is cited.

will range from 2% to 9%." Connecticut general got out of
the "unseheduled" market last

WhatConnecticut General June. "Unscheduled" dental is a
hopes, of course, is to find its posi- form of insurance coverage in
tion in the group insurance atmos- which benefit payments are based

on prevailing dental charges in a
given locality.

A spokesman said the new
group health rate structure is
now in effect, the direct payment
and dental plans gets under way
during April. .

Michigan Mutual is able and ready to serve your company's Thebusiness insurance needs, almost anywhere.
Staffing our network of regional and branch offices
is a team of experienced business insurance profes- policy behind
sionals-safetyconsultants,underwritersandadjusters
-well qualified to provide the answers and service our pohcies
you need. We are licensed to do business in 50 states makes the
and have service facilities throughout the country. We .
want to be the best in business insurance: Meeting your difference.
requirements with local service is part of thatspecial policy.

Michigan Mutual
Insurance Group

Michigan Mutual Liability Company
Associated General Insurance Company

Home Office: Mutual Building • Detroit, Michigan 48226
Regional Offices: Detroit, Grand Rapids, Indianapolis,
New York, St. Louis, St. Petersburg

Dentists blast
health plans

ATLANT A-The American
Dental Assn. will not supoort the
national health care plan pro-
posed by the Nixon administra-
tion nor the so-called Kennedy-
Griffin plan, the president of the
ADA said here.

Dr. Carl A. Laughlin said in an
interview that the dentists' asso-
ciation regards a plan submitted
by Sen. Edward M. Kennedy of
Massachusetts and Rep. Robert
P. Griffin of Michigan as a step
toward socialized medicine.

And, he said, the ADA objects
to the administration proposal
because it fails to include a provi-
sion for dental care.

In Atlanta to speak at a con-
vention of the Thomas P. Hin-

man Dental Society, Dr. Laughlin
said that the Kennedy-Griffin
plan would "socialize health care
in the United States.

"Socialized medicine has not

worked in any country that has
tried it," he said, "and it will not
work in this country.

"The ADA endorses only a
federally funded health care sys-
tem for poor children, indigent
and the medically indigent," said
Dr. Laughlin. "We feel that peo-
ple who can afford to pay for
health care should not have this
care paid for them by the federal
government." •

Harvey is
self-insured

HARVEY, Ill-The Village of
Harvey is self-insured for a
$229,500 damage award given af-
ter an auto accident that injured
a woman and her two daughters.

The village corporation coun-
sel, William Donahue, told Busi-
ness Insurance, "The cost of buy-
ing insurance is much more than
what we can settle these claims

for."

The award was made to Mrs.

Marie Osborne, Chicago, after the
jury heard testimony that the auto
in which she and her daugh-
ters were riding plunged into a
drainage ditch. Their suit contend-
ed that proper barricades were
missing from the side of the ditch
and that they were injured as a
result of negligence by the vil-
lage. I



Plan insurer to cover
liability for land use

SAN FRANCISCO-Risk liabil-
ity insurance for building design-
ers, engineers and other profes-
sionals in building construction
may soon include insurance
against all kinds of land failure
in California.

Future formation of a company
to provide such land failure cover-
age was described to the Insur-
ance Company Managers Assn. of
Northern California by Ed Howell,
president of Risk Analysis and Re-
search Corp.

Mr. Howell, consultant here for
Design Professionals Insurance
Co., told the association during its
regular monthly meeting that
"adequate insurance protection
against land failure must be ac-
companied by proper policing of
land developers.

"The company we hope to es-
tablish," Mr. Howell explained,
"will insure against all of those
varying kinds of land failure in
California which are not already
protectable with existing insur-
ance.

"THIS MEANS of course, that
use of land where there might ex-
ist any kind of risk, either from
the land or the use, would be sub-
ject to pretty rigid scrutiny before
policies could be issued."

Mr. Howell, an attorney and
associated with Alexander and
Alexander Inc. before he founded
his own firm, described the De-
sign Professionals Insurance Co.
as "handling all of the risk prob-
lems of the building construction
industry which the normal chan-
nels of insurance cannot or will
not touch.

Propose
Quebec
no-fault

TORONTO-It may be a while
before motorists will feel the ben-
efits, but a sizeable section of the
insurance industry wants lower
auto insurance rates for some
drivers.

Recently the Canadian Under-
writers Assn., which represents
30% of the insurance industry,
submitted a brief to the Quebec
government suggesting that the
province institute no-fault colli-
sion insurance. Similar recom-
mendations are being made in
New Brunswick and Nova Scotia

Since 1970, no-fault coverage
has been available in every prov
ince for injuries received in acci
dents. Now the industry would
like to extend the principle to
collision insurance. But provincial
government consent is essential
because the no-fault systenn

means changing the fundamental
legal principle that a person is
responsible for the consequences
of his own actions-in this case,
for the property damage caused
in an accident in which he is at
fault.

Another four-day week
A three-month trial of the

four-day work week has been
started by Consolidated Insur
ance Cos. Employes of the com
pany's San Francisco office will
work from 8 am to 5: 30 pm so
that the total hours worked each
week will remain the same. Half
of the staff will work Monday
through Thursday and the other
half will work Tuesday through
Friday.

t

"We have learned through the
experience of this company,"
Howell added, "that the answer
to most risk problems remains the
simple matter of loss prevention.

"Unfortunately," he continued,
"there is no collected body of
knowledge relating to risk or loss
prevention and, as a result, loss
prevention has become a very in-
dividualized matter.

"Until that body of knowledge
becomes available," Mr. Howell
said, "insurance people as well as
those insured must zero in on ways
of influencing human behavior

of getting the building con-
tractor to provide equipment he
knows is safe and of getting

equipment users to check the safe-
ty prior to use." •

EST. 1899
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DAVIS, BORLAND & CO.
INSURANCE BROKERS

99 CHURCH ST., N.Y., N.Y. 10007

ContinentaL
We add assurance to life in an unsure world

+..4

TEL: (212) 964-2500

by inventing insurance plans that help make
retirement secure and pleasant.

Continental has and can design an almost limitless variety of
retirement income insurance programs for groups and individuals
plans which are financially feasible, yet meet the long term needs
of retired people. That's why your independent agent,. who
"serves you first," relies on Continental to help him bring security
and assurance to your life.

There's a better life in an unsure world through more kinds of
life, disability, retirement and group insurance from /.6
inventive Continental.

CONTINENTSURANCE @.
The No. 1 choiceofinsurancepros

a *-Clinsurance service CONT,NENTAL ASSURANCE CO., CH/CAGO. /LL 60604 >CNk n.'84:im co#poRinav © 1972
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The Red Cross administers pre-donation blood, temperature and blood
pressure tests to at| participants in its naticnwide Blood Assurcnce Pro.
gram. All donors are also required to comolete a 30-question medica
history.

B/ood ...
Continued from page 28

person contact within a gFoup
that gets people to donate."

The Red Cross blood assurance

plan staff is small and both
women were quick to acknowl-
edge the importance of the vol-
unteer board of directors. "The

success of our program is in its
volunteer structure," Mrs. Kete
said; "we wouldn't get anywhere
without these people in business
and indus:ry who are so commit-
ted to our program. No amount
of money or clout can make up
for this interest."

CHAIRMAN of the volunteer
blood assurance committee in the

Mid-America chapter is Ray-
mond Rinehart, president and
chief executive officer of Clow

Corp. Among companies whose
support has been enlisted by the
committee are Sears Roebuck

and Co., Montgomery Ward &

Let Self Insurance

unlock your capital
and put it to work.
The Hewitt, Coleman way !

...

In the neat thirty seconds, you're going to discover how our
Premium Retention Plan can make a lidal wave in your
cash flow.

Our plan has produced dramatic savings for employers
throughout the nation with rein.sured self insurance for f#'
Workmen's Comrensalion.But tuhy stop there? Now, Health Care Benefit: and your <
Ceneral Liability costs can produce the same
cash flow savings. Here's how it
works...

With ou- Premium Retention #Mib /'2...4-

Han, you retain in your wo. k- 7,4#...0. \2054*j
ing capital 75 to 90% of ycur X„L
present annual premium costs. * \ f> r -···<'.* 0... .I

Instant Money./ And suddenly 40. -74 (-0,),99517
yiur cash picture looks a lot
brighter. Siill interested? Read
on. ..

Any part of the balance not ex- 2 .445«
pended for claims is retained as savings \4»
and profits. Yo:tr savings. Your profits.

Bgtthe benefits dcn't stop there. Keep reading.
With oui Premium Retention Plan, you're as-

sured of be,ter loss control and morn effective claims .

handling-plus a dramatic red iction in youroverallcosts
With the profit squeeze getting lighter, isn't it time you

unlocked yettrcapital and put it bazk to work? T]link about it.
Then when you're ready, jus. say the word, and we'11 hand
oer the keys. /'

If you want to make waves with your cash
flow, just call collect ... /

Co., the Chicago Tribune, Contin-
ental Illinois National Bank &

Trust Co. of Chicago, First Na-
tional Bank of Chicago, Federal
Bank of Chicago and Allstate In-
surance Cos. "It is these people
who open the door to other busi-
nesses and industries," said Mrs.
Kete.

Other large groups in the blood
assurance plan include Metropol-
itan Life Insurance Co., Hartford
Insurance Co., Aetna Insurance
Co., Ford Motor Co., Fischer
Body Division of Generale Motors
Corp. and several federal agen-
cies.

On Dec. 1, 1971, the village of
Skokie, Ill., put a blood assurance
plan into effect to cover all 70,-
000 of its permanent residents
and students under the age of 25
who are living away from home.
Only 2,800 units are required to
be donated a year to support the

program.

Although the blood program
has been available nationwide

since World War II, it has only

HEWITT, f,OLEMAN & Associates, Inc.
R. P. Hewitt, President James G. Willox, Vice President Richard L. Martinez, Vice President
P.O. Box 3665 P. 0. Box 2549 William D. Alcott, V.ce President '
Greenville, S. C. Orlando, rla. 18301 Eight Mile Rd.
302/2424350 3051425-8912 East Detroit, Mich.

313/779-8900

been available in Chicag6 for
three years. Newspaper articles
in the city raised public concern
over the hazards of hepatitis
infection that accompany blood
banking as a commercial busi-
ness and helped the Red Cross
establish its volunteer program.
The program has been "well re-
ceived," noted 1VIrs. Kete.

Discussing the Chicago situa-
tion led to a definition of the Red

Cross approach to blood dona-
tion. "The Red Cross considers
blood a hunnan resource not to be

trafficked," stated Mrs. Kete. The
attitude is that no one should be
penalized monetarily for using
this resource, but everyone

should be encouraged to replace
the blood they have used ·by giv-
ing to the "needs of the commu-
nity." Insurance, said the recruit-
er, should not pay for blood.
This would encourage more vol-
unteer blood donations, which

have been statistically proven to
be more reliable.

AS AN EXAMPLE of this Mrs.

Kete referred to a study reported
in the Journal of American Med-

ical Assn. on post-transfusion
hepatitis after open-heart opera-
tions that said: "The hepatitis
carrier rate for connnnercial blood

donors was 6.3%, but, for volun-
teer donors was less than 0.6%."

The report further stated that
"the chance of hepatitis develop-
ing is higher among patients giv-
en blood obtained from our com-

rnercial blood sources than

among patients given blood sup-
plied by local volunteer donors.

We could not identify any factor
other than the source of the

blood which contributed to this

difference."

Although the Red Cross be-

lieves insurance should not pay
for the blood itself, it does regard
laboratory,work involved in the

processing of blood as an insura-
ble expense.

Mrs. Kete told Business Insur-

ance that Canada traditionally
has had an all-volunteer national

blood-banking system, run by the
Red Cross. Because of the na-

tionwide system the chance of
contracting hepatitis from donor
blood is .1%, she said, and this is
what the Red Cross is working
toward as an immediate goal of
its blood assurance program.

The long-range goal, another
spokesman for the organization
explained, is to promote the idea
of donation of human resources

as a social good, regardless of
economics or science. "Blood is

the first step in the human vol-
unteer concept," he said, pointing
out that the need for organ dona-
tions is even now becoming com-
mon. The Red Cross, he said,
hopes to motivate people to do-
nate for the good of society. •

AFL-CIO backs

national blood bank
WASHINGTON-A spokes-

man for the AFL-CIO has

backed the American Nation-

al Red Cross as being in the

best positionto organize a
nationwide, non-commercial
blood banking system.

On a radio program pro-
duced by the AFL-CIO, Leo
Perlis, the union's community

service director, said a na-
tional system has been a long-
standing goal of the AFL-
CIO and that the sharp rise
of both transfusion costs and

the risk of disease from con-

taminated blood is due to

"commercialism" in what

ought to be "a service, not a
business."

He said there are a number

of proposals relating to blood
banking now before Congress
but that none of them totally
eliminates commercialism.



Anderson says 'no'
to buying libel cover

WASHINGTON-Jack Anderson, the. controversial columnist
who most recently made headlines by publishing an ITT memo
allegedly connecting an ITT merger settlement with a Republi-
can campaign donation, does not carry any libel coverage.

"I don't carry it because all the insurance companies we have
approached want the right to require us to retract information,"
said Mr. Anderson whose column is syndicated in about 700
national and iriternational newspdpers. "I cannot sign my edito-
rial perogatives over to an insurance company."

Nor does Mr. Anderson have a battery of lawyers scanning
his column prior to publication. "I've studied libel, so there's no
need for that," he explained. "Truth is the best possible defense.
I've told my reporters that a fact doesn't become a fact until we
can prove it."

When Drew Pearson died in 1969, Mr. Anderson not only
inherited full responsibility for the newspaper column but also
a libel suit from a Mr. O'Brien in Washington. "I really don't
know much about it: My name was appearing on the masthead
when the whole thing came about," he commented. "We also
have a suit pending by the United Mine Workers. It's just a
nuisance suit. We've been keeping up a steady attack on them."

No-fault plan
suggested in
Nova Scotia

TORONTO, Ont.-The Insur-
ance Bureau of Canada has rec-
ommended that the province of
Nova Scotia adopt some form of
no-fault car insurance plan, but
in a brief to that province's royal
commission on automobile insur-
ance, IBC failed to recommend
any one scheme.

Instead, the bureau, which
represents companies writing the
bulk of Nova Scotia's auto poli-
cies, presented the commission
with two alternative proposals to
restrict the right to sue for dam-
ages, on which no-fault insur-
ance is based.

The first alternative calls for
compulsory collision insurance
for all vehicle owners, while the
second is what the IBC calls a
system of "inverse liability,"
where a driver's own insurance

company would pay for his car
repairs only to the extent that
another driver was at fault.

However, neither of these al-
ternatives will work without leg-
islation, the brief warns, and it
suggests the government has
been cautious about responding
to change. •

Plan software

cover in Japan
TOKYO-Japan's ministry of

international trade and industry,
concerned over the fact that Jap-
anese insurers will not write pol-
icies to cover intangible software,
is working to have such insur-
ance available by fiscal 1973.

Japan has more than 400 soft-
ware houses and computer serv-
ice bureaus, and if any suffered
a major loss it would be impossi-
ble to pay claims, resulting in the
software house's bankruptcy.

The only Japanese company
which has this type of coverage
is the Tokyo Data Center, which
signed a contract with American
Insurance Union three years ago.
The president of Tokyo Data
Center, M. Nozaki, says "Japanese
insurance companies lack full rec-
ognition of the nature of soft-
ware, and are reluctant to write
policies. There was no such prob-
lem with AIU."

Until the ministry is successful
in having software coverage made
available, most Japanese compa-
nies have no recourse but to main-

tain security as best they can. •
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For 25 years we've quietly been working on

The Inflation Problem

You see, we've never charged for our services

REUBEN WARNER ASSOC, INC.

General Agents, NEW YORK, NY

SPECIALISTS IN GROUP TRAVEL & ALL FORMS OF ACCIDENT & HEALTH
(212) 964-3670

Ever feel

like you'retalking to
a brick wa I?

0

Perhaps you've had the experience.
There you stand, presenting a great business insur-

ance proposal to a potential client's top brass. As your
presentation unfolds, you sense you're not getting
through. The audience appears to be losing interest.
It's almost like an invisible brick wall has been built

between you and those around the conference table.
Could be you need a more interesting way of pre-

senting. 3M can help. We have insurance presenting
to business down to a system-the powerful 3M Visual
Communications System. It's a proven system to help
you command and hold attention better. Communi-
cate with greater impact. And put across complex in-
surance plans with new clarity.

This, in turn can lead to a better understanding of
your proposals by the people you present them to.
Which can lead to the closing of more sales on your part.

3M has put together a presenting sampler that shows
exactly what we mean. It's free. Call your 3M Business
Products Center (see Yellow Pages). Or mail the coupon.

Show what you say-the 3M Visual way.

Viaual Products Division
3M Company,
3M Center, Dept. WAU-42, St. Paul, MN 55101.

El O.K., I'm interested. Bring the free sampler and
demonstrate the 3M Visual Communications

System.

U Please send information.

Npmp.

pogitinn·

Firm·

Arlrl,nic•

Cily.

7ip.

For appointment. call

me B*· 3m CENTERS
BUSINESS
PRODUCTS
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A fipe causing $650,000 property dcrnige to a Samuel Goldwyn
Studio s commisscry and grip deoa-trnert building that hiused
equioment for Iccation studio shooting will not affect stl-dio
operations, according to Jack Forman, general manager- Arson
has been blcmed for the blaze, althoigh no suspects have been
named at this point in the investigat or. Mr. Forman said the
studic assumes a $5,000 deductible ard the first layer of cover-
age is reinsured bi Goldwyn's carrier. Wide World photo

Losses in mutual funds

covered by insurance
SAN FRANCISCO-Legislation

has becoine effective in permitting

individuals or groups to purchase
insurance to protect themselves
against stock market losses.

The program, first in the nation
for life insurance firms, will en-
able Califcrnia investors in mutual

funds to buy such insurance as

soon as 1·ules and regulations are
adopted.

The law, adopted by the 1971
legislature. establishes no limits on
the size of the investment or the

number of funds covered for a

single investor. Group plans, how-
ever, must cover at least 100 mem-
bers with a maximum investment

of $20,000 each.
In all instances, the program is

related to life insurance It pro-

Healthy j
appetite
fo' Pew 4

usines
The Reliance marketing program calls for actively

expanding our business. the business of providing

quality protection to qualily insureds through

quality agents.

That means new property and casualty volume. New life

and health insurance. New premium financing through

our own Cananwill Consumer Discount Company.

New, professionally minded agents to broaden our

agency plant.

Sound interesting? Let's chew on it together.

vides that if the value of a mutual

fund drops by the end of a speci-
fied period, the insurance coinpa-
ny makes up the difference so that
the original investment remains
intact.

IF DEATH occurs and the value

of the fund has dropped, the es-
tate would still receive the amount

the investor began with.

Cost is expected to range be-
tween $30 and $40 per year, de-
pending on age, on a $10,000 mu-
tual fund investment, with policies
to run for 10 years and a renewal

option after eight years.
The legislation was stimulated

by San Francisco Attorney Clay-
ton R. Jackson and was sponsored
by Equity Funding Life Insurance

3
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Co., Los Angeles.
Mr. Jackson said, "Computer

analysis of the past 50 years of the
stock market indicates such in-

vestment return insurance might

have paid off in about 10% of in-
stances recorded."

The legislation requires the state

department of insurarice to certify
those mutual funds that can gaiii
such insurance coverage.

To be eligible a company must
have minimum capitalization of $2
million as well as a $1 million spe-
cial contingency fund for possible
losses from the investment pi'o-
gram.

The legislation was inti·oduced
last year by Fullerton Republican
Assemblyman John Briggs. •

City's health

plan costs up

3% this year
SAN FRANCISCO--The cost

of health insurance for San

Francisco city employes will rise

July 1, with approval of the
health service board here.

The increases will affect 64,000

people, including 22,885 current
employes and their dependents,
as well as retired and resigned
employes and their dependents.

A city-administered plan covers

45 % of those enrolled and pays
96% of the costs with a $75 de-

ductible. The cost for this will

increase 3% for fiscal 1972-1973
as compared with a 12 % jurnp

last year.

FOR THE Kaiser plan covering
slightly more than a quarter of
the participants, the increase will
be 10%, below last year's Kaiser
increase of 16%.

The Blue Cross plan has

slightly less than a quarter of the
participants and costs will rise

25%. Last year the increase was
15%.

The Bay Medical Plan, a local
program covering 5% of the par-
ticipants will jump 10%, com-

pared with last year's 11.5% in-
crease. ,

Braless fight led
to work comp award
for grandma

LITTLE ROCK-A bra-

less, 38-year-old grandmoth-
er has been awarded work-

men's compensation benefits
by the Arkansas workmen's
compensation commission
because she suffered injuries

in a fight with another wom-
an who objected to the miss-
ing bra during working hours

at Crompton-Arkansas Mills
in Morrilton, Ark.

The three-man commis-

sion, in a 2-1 vote, said the

company made itself liable
for the injury and the pay-
ments when it sided with

the women who attacked

Mrs. Flossie Cato, the braless
mother of six children.

The commission ruled that

Mrs. Cato was entitled to $49

a week, the maximum under

Arkansas law, for suffering
partial disability in the fight
with Mrs. Betty Williams, a
fellow employe.

The company fired both

women last June 9.

Mrs. Cato said she didn't

wear a bra because it was

uncomfortable in her job as

an "overhauler" of' the spin-
ning wheels at the mill and
because her doctor advised

her not to wear a bra.



for the record

University switches
cover to Prudential

BOULDER-The University of
Colorado has changed to the Pru-
dential Insurance Co. of America
for its medical and life insurance

coverage for 7,900 faculty and
staff rnennbers.

Edward W. Murrow, CU depu-
ty treasurer, said bids were ac-
cepted December 20 for new cov-
erage, with the contract awarded
to Prudential by the board of
regents on January 26. Mr. Mur-
row cited as the main reason for

the change: to equalize insurance
coverage among the staff and
faculty at the institution's vari-

ous centers; to end fragmentation
of plans and to utilize a larger
purchasing power.

Prior to the change, the faculty
at the Boulder campus, the Den-
ver and Colorado Springs centers
and a field office in Grand June-

tion carried health coverage with

Metropolitan Life Insurance Co.
and life coverage with Occidental
Life Insurance Co. of California,
it was reported.

Staffs at all campuses, includ-
ing the medical center in Denver,
were covered by Metropolitan.
The medical center's 400 faculty
members were covered by Colo-
rado Blue Cross-Blue Shield.

The new plan offers employes
two options on both medical and
life coverage. It also will provide
coverage for 120 days in the hos-
pital, a $1,000 maximum for sur-
gery and will increase major
rnedical coverage fronn $25,000 to
$100,00 for both faculty and staff.

The new insurance plan was
recommended by a benefits re-

view committee composed of fac-
ulty and staff members named a
year ago by Frederick P. Thieme,
CU president, to investigate al-
ternate insurance coverage.

School board okays
stopgap package

DICKINSON, Tex.-The school
board here approved another stop-
gap windstorm insurance package
costing $5,168.

The new extension covers from

April 1 until July 1, said R. J.
Bownds, insurance adviser for
the school district. The extension

takes place after expiration of a
60-day extension coverage.

Mr. Bownds noted that an ex-

tension was the only course open
to the district because the state

board of insurance has not estab-

lished windstorm rates. "I would

not recommend your going with-
out windstorm insurance on a

day when we're under a tornado
warning," commented Mr.

Bownds the day the board ap-
proved the extension.

The cost of the new extension

is somewhat lower than the $8,-
707 premium of the first exten-
sion because no penalty had been

assessed against the district, he
said. Mr. Bownds added he be-

lieves the insurance companies

are hedging on setting new
windstorm rates because they
want to get another 25 % rate in-
crease based on 1972 prices. Last

July rates were upped the maxi-
mum permitted-25 %.

Employment tests
grounds for comp claim

SAN FRANCISCO--Any "spe-

cial risk" imposed by a business
firm as part of a "test" for em-

ployment has been held by the
California supreme court to be
"essentially risks of employment"
subject to coverage by work-
men's compensation insurance.

In the decision, the supreme
court overruled the California

workmen's compensation appeal
board to establish that compen-
sation insurance benefits should
be paid to an individual who had
broken his foot while perform-
ing a physical agility test in
trying out for a job. The appeals

Continued on page 38
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SAFETY · SECURITY · LOSS PREVENTION
SPECIAL ISSUE MAY 22 • Ad closing: May 10

If Your Business is Providing:

• Fire Extinguishing Systems
• Fire & Intrusion Alarms

• Security Personnel Service
• Closed Circuit TV Surveillance
• Industrial Medical and Health

Facilities • Safety Education
Programs & Incentives

.business
msurance

Your advertising message
should be in the May 22 special
issue... reaching 55,000 risk
management, loss prevention
and safety management execu-
tives while they are thinking
about the safety and security of
their employes, plants and assets.

NEW YORK: 630 Third Ave. (212) 986-5050

CHICAGO: 740 Rush St. (312) 337-5200

LOS ANGELES: 6404 Wilshire Blvd. (213) 651.3710

Herehan Employee
Benefit Program
youremployees

wont forget.
The Travelers now offers an

Employee Savings Program that
could play an important role in
your employees' life... and in the
life of your company. We call it
"ESIP".

What makes "ESIP" unique?
It offers your employees a painless

way of saving money, with sig-
nificant tax advantages. It's also

one benefit your people will
remember for years to come. We

help to make sure of that with our
regular, up-to-date financial

reports for each employee
account.

But "ESIP" beneftts employ-
ers as well. To you it can become

an important tool to help attract
and retain good people. And, it
can mean a tailor-made addition

0

0

6

to your present benefit package
at low and predictable costs to
your company.

Employee acceptance is high
wherever "ESIP" has been

introduced.

To find out more about this

new Travelers Program simply fill
out the coupon, and we'll mail
you a descriptive brochure.

Act now, and give your
employees something they will
remember. "ESIP."

THE TRAVELERS

Please send me the Travelers "ESIP" brochure.

Name..............................

Title ..................................................

Company .............................................

Address ... .... ..... ... ..

City . . State.......... Zip

MAIL TO: Group Pension Division, Dept. BI
The Travelers, 1 Tower Square, Hartford, Conn. 06115
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Record...
Continued from page 37

board had earlier denied benefits
on the basis that the injured man
had not done any actual work for
the employer and therefore was
not eligible for workmen's com-
pensation insurance.

"The employer's program for
the tryout," the supreme court
ruled, "structured a relationship
between the job applicant and
the employe which although not
necessarily resultant in perma-
nent employment, was inchoate
and visible.

"Pursuant to it, the applicant
undertook special risks in per-
forming designated, dangerous
tasks; at this preliminary stage
these were essentially risk of em-
ployment for which our compen-
sation laws mandating liberal in-
terpretation in favor of awarding
compensation, compel coverage."

In another decision, the Cali-

fornia supreme court reversed a
ruling by a district court of ap-
peals and thus held that the

workmen's compensation appeal
board had properly denied com-
pensation benefits to an employe

who had been killed in a fight in
which he was the aggressor.

Pension commission

nixes N.Y. plan
NEW YORK-The New York

state pension commission which
had delayed recommendation

concerning a 20-year half-pay,
40-year full-pay retirement plan
for 121,000 city workers in dis-
trict council 37 decided to rule

against the rneasure after a $36
million cost estimate for the first

year of the plan was submitted.

The legislature is expec:ed to
follow the commission's ruling.

Joseph Metz, executive direc-
tor of the permanent commission
on public employe pension and
retirement systems told Business

What

is it

worth?

Insurance that the bill had been

rej ected for a variety of reasons.
"In our initial report to the legis-
lature in January, the commis-
sion recommended that there be

no substantive enrichment in the

current benefit program," he ex-
plained. "The commission noted
that the existing plans for the
city are already extremely liber-
al."

"Also, there are no comparable
benefits in any major industry or
business-none even approching
those available to city employes,"
he commented. "We had to con-

sider taxpayer capacity. The ini-
tial cost of this new plan is esti-
mated at $36 million by amortiz-
ing the prior service cost over a
35-year period. If, however, the

prior service cost is spread over
a 20-year period, which the pen-
sion commission feels is more real-

istic, the annual cost of the bill
would run 545 million."

According to Mr. Metz, the
new bill would place non-

uniformed employes on a par

If it is a complete loss!

You have probably given a lot of thought to valuing your equipment so that

there would be sufficient funds to carry on your business in the event of

a catastrophic loss. But no matter how carefully you figure, can you be

sure there will be enough to cover replacements when the loss occurs? For

instance, a machine purchased twenty years ago for $10,000 may have

been depreciated to nothing today, but a used replacement in poor

condition costs $18,000 and a new one $36,000. To help you solve these

perplexing valuation problems Chubb can provide functional replacement
cost-if replaced at the time of loss.

Think it over.

CHUBB

The more complex your requirements, the more extensive your operations,

the more it will pay you to "THINK CHUBB."

CHUBB/PACIFIC INDEMNITY GROUP
Subsidiary of The Chubb Corporation, 90 John Street, New York, N.Y. 10038

with uniformed workers which

has already prompted uniformed
employes to ask for improved
benefits. "This demonstrates the

leapfrogging syndrome which is
the only real logic being made in
the demands in this area," he
said.

Frostbite results in

work comp payment
SALEM-The Oregon supreme

court affirmed the award of

monthly disability benefits to a
Union Pacific Railroad employe
who suffered frostbitten fingers
while working during the winter
of 1968.

As a result of the frostbite,
Yancy Pope had to have his fin-
gers amputated. The injury oc-
eurred while he was working to
keep switches clear of ice and
snow in 1968, it was reported.
Mr. Pope was covered by a group
policy provided by Benefit Trust
Life Insurance Co. which allowed

CHUBB & SON INC., Manager Federal Insurance Company • Vigilant Insurance Company • Great Northern Insurance Company
• The Sea Insurance Company Limited • The London Assurance • Alliance Assurance Company Limited • Sun Insurance Office
Limited • The Sumitomo Marine and Flie Insurance Company, Limited • Affiliated with Pacific Indemnity Group through The Chubb
Corporation • The Colonial Life Insurance Company of America • United Life and Accident Insurance Company • Aviation

Insurance through Associated Aviaticn Underwriters.

payments for disability resulting
from "bodily injury arising from
accidental cause."

The insurance company claimed

the inj ury was not "accidental,"
but the state high court ruled it
was accidental within the mean-

ing of the policy. The case had
been tried in Multnomah County,
Portland, in the circuit coutt of
Judge James Burns.

Change in Colorado
farm premium rates

DENVER-The Colorado de-

partment of labor and employ-
ment has announced a change in
workmen's compensation pre-
mium rate for farm laborers, ef-
feetive May 1, 1972.

James Shaffer, executive di.
rector of the department, in-
forrned Kenneth Kinnie state

senator, and Lowell Sonnenberg,
state representative, that he is
establishing a rate of $3 per $100
of payroll for temporary and mi-
gratory labor engaged in hand
work. The premium originally
proposed by Mr. Shaffer's office
for all farm and ranch labor was
$6.27 per $100.

A 1971 act, effective January 1,
1972, brought some farm-ranch
workers under the compensation
program, but farm operators had
tomplained that .the premium
was too high. Recently the de-
partment also announced a rate
for truck-farm workers of $2.10
per $100.

The two legislators are co-
sponsors of a bill that would re-

move workmen's compensation
coverage from laborers working
under a contract basis, by the
hour or by the unit, thus effec-
tively eliminating coverage for
migrant laborers. The measure
has been approved in the senate

and now is resting in the house
rules committee.

The new rate covers temporary
seasonal and migratory workers
"employed in the care, culture
and harvest of fruits, vegetables

and sugar beets." It would not
apply to laborers who work with
or near machinery.

Mr. Shaffer said he plans to
make a comprehensive study
during the year of all accidents

involving agricultural labor to
determine if separate classifica-
tions are feasible for various

types of labor. The department's
original position Wass that there
was insufficient experience in
Colorado to justify setting more
than one rate.

Boiler insurer

finds 'soft' economy
raises profits

HARTFORD-A major insurer
of boilers and power equipment
has found the on-going "soft"

economy markedly escalating
corporate profits.

The paradox, involving Hart-
ford Steam Boiler Inspection &
Insurance Co., can be attributed
to the obvious fact that when the

c6untry's economy is "strong,"
industry is busier, and, hence,
policyholders' equipment tend to

break down with greater fre-
quency. And, of course, with less
production, there's less use of
equipment.

Hartford Steam Boiler stock-

holders have been advised that

1971's economic picture "served
to reduce the severity and fre-
quency of loss incurred under the
companies' policies of insurance."

In the annual stockholders' re-

port, Lyman B. Brainerd, chair-
man, and Wilson Wilde, presi-
dent, remarked that the dollar
arnount of insured loss in 1971

amounted to the lowest in recent

years. The loss ratio was 83.9 %
Continued on page 52



$7.5 billion California health aid
proposal bucks Reagan's plan

SACRAMENTO-A $7.5 billion
health care program to cover
nearly all Californians has been
introduced in the legislature here

Regu/ation
appeal

WASHINGTON-The Federal

Trade Commission's Bureau of

Competition will appeal an FTC
hearing examiner's dismissal of a
complaint against the 1969 merg-
er of American General Insur-

ance Co., Houston, and Fidelity
and Deposit Co. of Maryland,
Baltimore.

The appeal to the full commis-
sion will be made on grounds
that the states can't effectively
regulate such interstate insur-
ance mergers and thus cannot
prevent nationwide anti-competi-
tive effects, according to Ernest
G. Barnes, the bureau's assistant
director.

FTC hearing examiner John B.
Poindexter said in dismissing the
bureau staff's challenge of the
merger that the McCarran-Fer-
guson Act of 1945 exempts the
insurance business from federal
antitrust laws "to the extent it is

regulated by the states." He said
both the Maryland and Texas in-
surance commissioners approved
the merger and concluded that
this left the FTC with no j uris-
diction in the matter.

The FTC staff position, said
Mr. Barnes, is that while states
like Maryland and Texas have
insurance regulation laws, they
are unable to weigh the effects of
mergers in their jurisdictions on
compettion in the insurance busi-
ness elsewhere. American Gener-

al, a multiple-line, property-lia-
bility and life insurance compa-
ny, and Fidelity and Depotis, a
property-liability company spe-
calizing in fidelity and surety
bonds, both operate nationally.

If the commission agrees with
thestaff when it takes up the
case, the companies could seek
reversal in court. There could be

no staff appeal, however, if Mr.
Poindexter's ruling is upheld by
the commissioners. •

Stops disability pay
discrimination-a bit

SALEM, Ore.-Insurance

equality for women will be
explored by Cornelius Bate-
son, insurance commissioner,
as a result of refusal by
Commercial Insurance Co.,

San Francisco, to give more
than $100 a week commer-
cial income insurance to

COOS Bay physician, Dr.

Emeeia Lipton.
Dr. Lipton took her com-

plaint to Oregon's Demo-
cratic Congresswoman Edith
Green, who in turn asked
Mr. Bateson why insurance
companies should be permit-
ted to refuse professional
women the same insurance

protection afforded men.
The complaint was over

the insurance company limit

of $100 on all female appli-
cations, regardless of income.

Spokesmen for the compa-
ny said Dr. Lipton's applica-
tion was being reconsidered
and that the firm would ap-
prove whatever disability in-
come insurance she request-
ed and that it would lift its

limit on women's disability
policies to $150 a week.

by George Moscone, Democratic
senator from San Francisco.

The compulsory system would

be paid for primarily through
payroll withholding, by a gradu-
ated system based on pay rates
but paid by both worker and em-
ployer. Employers would pay

$3.15 billion and workers $1.05
billion, with $400 million coming
frorn the self-ernployed and $2.90
billion from government agency
employes.

Financing of the Moscone pro-
gram is the same as provided in
a health plan recently proposed
by Gov. Reagan, which the gover-
nor said would cost $300 million

a year and cover 17.6 million
Californians in the event of cata-

strophic illness.

f

"I EXPECT to discuss this pro-

gram with Gov. Reagan," Mr.
Moscone said, "but I don't expect

the governor to quickly endorse
my plan and I certainly don't
expect those insurance companies
making fat profits in this field to
come to its aid."

Mr. Moscone's program would
be open to all residents of the

state, including Medi-Cal recipi-

ents, indigents and employed mi-
grant farm workers. Government
workers could participate by vol-

untarily paying the premiums.
Federal employes would not be

covered but could participate
voluntarily by payment of pre-
miums set by a proposed state
health commission, a nine-mem-

ber group that would administer
the Moscone plan.

The payroll deductions would
be based on employes' gross in-
come and there would be contin-
ued participation by both the
state and federal governments in
existing and future programs in-
volving matching funds for health
care activities.

The health commission Mr.

Moscone proposes would consist
of a majority of consumers and
members would be named by the
governor and be subj ect to state
senate confirmation. The corn-

mission would assume jurisdic-
tion over all state services oper-
ating in personal health areas as
well as some agencies in the de-
partment of social welfare.

A HEALTH CARE trust fund

would be created. Within that
would be a health resources de-

velopment fund, in the state
treasury, with payroll deductions
being handled by the department
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Therds a betterway
to keep youremployees

t

happy The AEtna
MUTIVESTOR

064

4, 2

Fun is fun, but money is the name
of the game. So we designed the Aitna
MULTIVESTOR the most flexible

package of services developed by
an insurance company to help employees
build capital. And the easiest to take on.
It can improve any profit sharing,
thrift or money purchase pension plan
your firm has going. Or it can go hand
in hand with the installation of a new one.

The big MULTIVESTOR edge:
options on top of options, on top of

S

U

of human resources development.
Self-employed persons would

pay to the franchise tax board
and counties would pay their
shares through the state control-
ler.

Benefits proposed by Mr. Mos-
cone would include preventive
medicine; screening, annual health

examinations, diagnosis and treat-
ment in and out of hospital, ex-
tended and nursing home care,
medical rehabilitation, dentistry,
psychiatric care in and out of hos-

pital and prescription drugs.
Mr. Moscone said he envi-

sioned doctors establishing their
own "group services" to provide

the rnedical care under his pro-
posed prograrn.

A worker earning $10,000 a year
would pay $2.88 a week while his
employer would contribute $8.65
a week. Mr. Moscone also said

his proposal would not preclude
a union contract from requiring
an employer to pay all of the
cost. •

41

more options. All kinds, for you and your
employees both. More ways to invest
money, to make changes, to receive benefits,
and to take advantage of the swings
of the economy.

Talk to your local LEtna group
representative about MULTIVESTOR.
Or your own broker or consultant.
If there's a better way to make your
plan work harder, we haven't heard of it.

OUR CONCERN IS PEOPLE

LIFE & CASUALIY
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it's a matter of confidence. Back in 1917,
we had American Mutual w-rite our Workmen's

Compensation coverage. They pioneered
it-and we're still with them. lit's an

excellent, full-benefft program*59,
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Business interruption - know
where all your risk exposures lie

"Business interruption and loss of profits insurance in
the U.S. is usually provided in segments that are piled
one on top of another. Some of the possible contingencies
for loss may be overlooked unless there is attention to
every possible exposure to loss that may result from an
interruption of business."

BY WILLIAM H. RODDA

president,

Marine Insurance Handbook Inc.,
Chicago

 N AIRLINE BUILT an interior

mock-up of a 747 aircraft at a cost of
$300,000 to use in taking publicity pic-
tures. It costs them $100,000 for every day
that a 747 is taken out of service, so they
saved the cost of the mock-up every three

BY BION H. FRANCIS

insurance consultant,

Milford, Conn.

This is the fourth of a series of articles
bV Bion Francis on buying corporate in-
surance. Mr. Francis discusses the prob-
lems to be expected, how to recognize them
and how to surmount them.

 HEN TIMES are difficult, corporatemanagement peers at every phase
of corporate operations. What expenses
can be reduced? The risk manager is not
exempt. What can you do to cut costs?

days that it was in use.
Loss of use following a disaster may be

more costly than the physical damage that
causes the interruption of business. Sales
of merchandise at a store or the produc-
tion at a factory may be stopped by a
variety of occurrences. These may be
summarized as follows:

• Damage or destruction of property
at the business location.

• Inability of customers or workmen
to reach the premises because of some
occurrence in the neighborhood. This may
be further divided into two parts: physical
obstruction because of damage to neigh-
boring property or the effects of a big
snowstorm or similar occurrence, and le-
gal prohibitions such as a curfew during
civil disorders.

• Destruction of service facilities away
from the premises, such as the interrup-
tion of power due to an accident at a
power station, the breaking of power

lines, or the inability of a material sup-
plier to make deliveries because of an
occurrence at his plant.

Business interruption and loss of profits
insurance in the U.S. is usually provided
in segments that are piled one on top of
another. Some of the possible contingencies
for loss may be overlooked unless there is
attention to every possible exposure to loss
that may result from an interruption of
business.

CONVENTIONAL business interruption
insurance covers only the loss that results
from damage at the premises named in
the policy. It does not cover the contin-
gent losses from occurrences outside of
the premises or at a different location.
This was a reasonably satisfactory cover-
age years ago before merchants and facto-
ries were dependent upon outside facili-
ties to the extent that they are today.

An all risks type of coverage can be

business insurance, April 10, 1972/41

secured by purchasing a special multi-
peril policy with a business- interruption
endorsement attached. This covers against

"all risks of direct physical loss" at the
premises named in the policy. Its cover-
age of storm damage is equivalent to that
of a policy that covered loss from "the
elements" and that was the subject of a
court decision a few years ago. A heavy
snowstorm greatly reduced the attendance

at an exposition that was covered by the
policy. The insured claimed a loss under
the policy. It was undisputed that the
building housing the exposition was undam-
aged by the storm. The claim was based
on the fact that the elements prevented
the expected number of people from at-
tending the exposition. The insurer denied
liability because the policy contained the
usual provision that coverage applied to
"loss resulting directly from interruption
of business caused by the perils insured
against damaging or destroying the prop-
erty at the premises described" in the
policy. There was no damage to the prop-
erty'at the premises, and therefore.no

coverage for the loss of business due to
the storm. The court upheld the insurer's
denial of liability.

What kind of insurance did the sponsors
of the exposition need? They needed a
variation of what is generally sold as rain
insurance. Rain insurance usually is sold
to cover events such as fairs, outdoor
theaters during special showings, and spe-
cial racing events. It is also sold to mer-
chants to cover sales on which merchants

have spent substantial promotional funds.
It is written to cover specific events rath-
er than on a continuous basis. It is consid-

ered to be a surplus line, but a dozen or
so insurers in the U.S. will write the

coverage if there is a previous history of
similar events on which the anticipated
income can be measured.

BUSINESS INTERRUPTION insurance
as written in the U.S. has an inherent
limitation that often reduces the recovery

below the actual loss. The policy covers
"for only such length of time as would be
required with the exercise of due dili-
gence and dispatch to rebuild, repair or
replace such part of the property herein
described as has been damaged or de-
stroyed." There are many cases where the
insured's loss extends beyond the time
when repairs are completed before busi-
ness builds up to its pre-loss level. An
illustration will show the effect of this

limitation.

An Iowa bowling alley had a fire in
Continued on following page

Don't wait for management to
ask what costs can be reduced
"Where there are a number of plants, each spread over a wide area, each
plant should be regarded as a number of separate fire areas."

But the risk manager should not wait for
these pressures from management. Each
year-whether business is good or bad-he
should ask himself what can he do to
reduce costs.

If insurance is an important expense, is
it necessary to buy insurance at all? If we
don't buy insurance, how much can we
save? To answer these questions, let us
start by comparing premiums and losses
for the past five years. Suppose we are
buying fire insurance and our records
indicate that the average annual figures
work out as follows:

Average annual premiums $500,000
Average annual losses 275,000

Difference $225,000

Now we raise the question of credibil-
ity. To what extent can we rely, in the
future, on these figures from the past?

Here are some of the questions we should
ask:

• Is there enough spread of risk to
permit operation of the law of large num-
bers? Where there are a nunnber of

plants, each spread over a wide area, each
plant should be regarded, not as a single
unit, but rather as a number of separate
fire areas. Each fire area includes the

property that could be destroyed in a
single fire. The larger the number of
operations for which you buy insurance,
the greater will be the probability that
past experience will.continue into the fu-
ture. The loss experience of a large corpo-
ration with a satisfactory spread of risk
has high "credibility."

• Have there been recent changes
which would affect losses? Such changes
might include changes in the nature of
manufactured output, physical changes

such as the installation of sprinklers, or a
change in management with consequent
change in the emphasis on loss preven-
tion.

• Can the loss experience be reduced?
The decision not to buy insurance can also
be a change which affects loss experience.
Suppose that losses are charged to plant
operations with possible adverse effect on
the bonus payments of plant managers.

• What is the maximum possible loss?
In the example given earlier, the average
losses are shown as $275,000 a year. But
suppose the maximum possible loss has
been estimated to be $4 million? The pos.
sibility of such a catastrophe must be con-
sidered.

• What deductible should you carry in
your insurance? If you have to consider a
possible maximum loss which is substan-
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business insurance of the basic policies, and business inter- would cover all of the insured's locations,
ruption coverage should be considered for and all other locations where destruction
difference in conditions coverage could cause an interruption of the in-

3 ED JEwice
Acts of civil authority may cause sured's operations

losses of business even when access A decision in a federal district court in

to the premises is not prohibited For Illinois a few years ago raised an interest-
example, the sale of alcoholic beverages ing point regarding the length of an inter-
may be prohibited during riot conditions ruption A disagreement between the in-
The business interruption insurance as sured and the insurer caused a delay of
described above does not provide cover- almost two months in the settlement of

Business... Predictions and computations of profits age for such loss Access lS not denied to the property damage loss The Insured
must consider price trends, increases or the premises, and the policy wording iS was unable to start reconstruction until
declines in business at the insured's loca- clear that coverage applies only when the fire loss claims were adjusted The
tion, population trends, and other eco- access is denied to the premises Neither court held that the period of reconstrue-

Continued from preceding page nomic factors Similar problems are faced is there coverage if the insured closes tion under the policy conditions was ex-
by insurers and insureds when lag insur- voluntarily because of fear that his prem- tended by the time that it took to adjust

July It was established that the alleys ance is written in the U S ises might be damaged. the fire loss to the building
could have been restored with due dili- Disputes have arisen concerning busi- Many business operations are depen- The sarne general procedures are used
gence and dispatch by Nov 11 Actual loss ness interruption insurance when aeess dent upon services that they receive from to determine the amount of business in-
of business from the time of the fire in to business property was prevented by outside sources Conventional business in- terruption insurance to buy and to settle
July until Nov 11 was agreed to be order of public authority Riot areas have terruption insurance is tied to damage to a loss after damage or destruction This is
$8,094 80 However, the proprietor was un_ been sealed off and curfews have teen property "at the premises described in not difficult for the insured who has ade-
able to accomodate bowling tournaments established Current business interrup:ion this policy " Coverage for Interruption of quate business records of income, expen-
that had contracted to use his alleys start- Policies meet this situation partially by business from lack of outside services due ses and profits It is important that re-
ing in September He contended that he covering "actual loss as covered hereun- to an occurrence away from the premises cords be kept where they will not be
should receive $19,000 because that was der during the period of time, not exceed- must be arranged specifically as contin- destroyed by a catastrophe
the amount of his loss including the ing two consecutive weeks, when, as a gent bus-ness interruption insurance In- There may be Justification in some
$8,094,80 during the actual period of sus- direct result of the perils insured against, terruption of services may affect power cases for a I alued form of policy This
pension plus the loss of tournament busi_ access to the premises described is pro- supplies, lack of materials that are needed form provides for payment of an agreed
ness that would have run subsequent to the hibited by order of publle authority " for continued operation, or almost any amount for each day that business is sus-
restoration date The court said, "No " pended Sometimes an insurer will start

Coverage was effective only during the payments under a valued form without

time that it would take to rebuild, and , 4 waiting for reconstruction to be com-

there was no coverage for any loss after The English recognize that loss from interruption of busi- pleted However, companies that write a
that time ness may not end when the premises are restored. Their valued policy require that the Insured

The English recognize that loss from prove his probable losses with substantial

interruption of business may not end profits insurance generally includes the full... time taken evidence when the policy is written The

when the premises are restored Their for restoration of the prem ises." valued form l S more trouble to write than

profits insurance generally includes the the actual casn value form because of the

full loss from the interruption even detail that must be supplied, but lt 15

though the period of loss may extend easier to adjust because the amount of

beyond the time taken for restoration of The key words here are "as a direct outside occurrence that would shut down loss per day is already agreed upon
the premises result of the perils insured against " A the plant Contingent business interrup- This review of business interruption in-

American insurers call this lag insur- policy that covers loss from riot would tion insurance usually identifies the loca- surance has discussed a few of the oddi-
ance because it picks up the lag in the also cover the loss if access to the premis- tion and the property for which damage iS ties and deficiencies in coverage that may
restoration of the insured's business to its es were prohibited by order of civil au- covered, and the perils to be covered For prevent an insured from collecting his
pre-damage level Lag insurance that lS thority because of riot But suppose the example, insurance to cover damage to entire loss when production or sales are
written on an actual loss-sustained basis situation involved earthquake, flood, power lines would specify the location suspended by a catastrophe The Insured
may be difficult to adjust The insured landslide, or explosion of steam bollers and length of the lines, and the perils, must consider all of the contingencies that
may be overly optimistic as to the amount These perils are excluded by many of the such as wind, or fire An accident to the might stop his operations, including those
of business that he would have done if the broadest of the business interruption pcli- power station could be included if specifi- that may happen at remote locations He
loss had not occurred A valued form cies. There is no coverage for the loss of cally mentioned in the policy Fire or must also maintain excellent and detailed
could be written that would agree to an business from action of civil authority wind damage at the plant of a material records of past operations so that he can

amount or a formula for the computation unless the peril that prompted the civil supplier could be covered prove his actual loss during a period of
of the loss, but insurers are likely to be action is covered under the policy suspension When loss occurs, he must act
reluctant to write such a form unless the The insured's need for business inter- CONTINGENT business interruption in- with dispatch in reconstructing the prem-

insured has a sustained record of business ruption insurance should be analyzed in surance is written in the U S as a separate ises or replenishing his stock He must use
operations connection with his possible need for cov- item of insurance and usually under a all possible means of reducing the loss,

erage against direct loss from these and separate policy Our European counter- including the use of temporary premises
THE ENGLISH system of profits insur- other excluded perils A possible solution parts in the insurance business are more or substitute materials if that will help to

ance requires a more precise accounting may be a difference in conditions policy flexible in this respect They will consider keep the loss down Loss of use is an
than is customary in the adjustment of This may be written to cover on a very writing the contingent coverages as part intangible, and detailed Information helps

business interruption losses in the U S broad basis to fill in the gaps in coverage of the total package An Ideal policy to substantiate the amount

Costs.
important competitive advantage I ome Risk management notes
had the problem of how to buy insurance
for plants manufacturing explosives when

Continued from preceding page most of the competing plants did not have
such insurance

tially in excess of the average annual loss, Small companies sometimes do not buy

it may be advisable to limit the amount of insurance as a calculated risk to gain an Screening watchmen
self-insured loss which your corporation advantage over a large corporation Large
could suffer This could be done by buy- corporations may take the same action
ing deductible or excess insurance As you because they believe their financial post-
acquire experience, the areas of risk as- tion is such that they can assume the risk
sumption could be broadened, if desired Where such cond.tions exist, competing

is risk man's lookout
• Is your program logical and consis- companies must give serious consideraticn

tent9 If you decide not to buy insurance to assumption of risk in order to maintain BY WARREN, MCVEIGH & ASSOCIATES see that someone does an effective Job of

on a major risk, this decision might carry their competitive position risk management consultants, screening guards, whether they are hired
logical implications for other insurance • Are you required to buy insurancep San Francisco-Los Angeles or provided by contract service Questions

If, for example, it has been decided not to Before making a decision not to buy ir- should be asked about training received,
carry fire insurance on a major plant, it surance, a corporation should determine rr HE DEC 4 ISSUE of Business Week specific experience in guard work, and
would be illogical to insure plate glass whether lt lS required by law or contract 1 carried a provocative article titled general physical and mental qualities suit-
windows, or to insure smaller outlying to buy insurance Insurance may be re- "The guard you hire may be dangerous " It ed to the work The function lS too impor-
buildings, or to buy insurance on parcel quired under the terms of loans, mort- reports on a Rand Corp report to the tant to be taken for granted
post shipments from the plant Once the gages, leases, contracts, and state or fec- Justice department on the $3 3 billion pri-
decision is made to assume a ma]or risk, eral law vate police business What business does, Personal Risk Management

application of the law of large numbers • Is insurance the best way to meet they say, 15 to "hire generally unskilled

would be broadened by extending this the situationp I once had the problem of young men, give them guns with no train- When a company considers insurance

decision to every suitable or lesser hazard purchasing insurance to protect the sales ing in their use, put them in uniform, and versus self-insurance for auto physical
of a similar nature records of a very large sales organization turn them loose to patrol a factory, office damage, taxes do not enter the question

There may be an exception when ex- Atter study of the problem, it was agreed building or housing project " because both premiums and uninsured

tending the self-insurance program to that destruction of the records might Shortcomings of guards, both in-house losses are deductible When you, as an

subsidiary companies Suppose that lt has cause a loss of business which would be and contracted, have long been evident to individual, consider self-insuring physical
been decided not to buy insurance on a for more serious than loss of the accounts those who have observed the low pay damage to your automobile the tax ques-
major risk of a large corporation In ex- receivable In the end, the money whlen scales Too often guards are hired from tion is significant Personal auto insurance

tending this decision to subsidiary compa- might have been used to buy insurance the ranks of older people who can get no premiums are not tax deductible, whereas
nies, you may find that these subsidiaries was used instead to install a microfilm other job but, on the other hand, we have uninsured casualty losses are--at least

have minority stock interests which would system to protect the records You may seen a number of alert, vigorous guards that portion in excess of $100 This is one
not be protected satisfactorily if the self- always raise the question "Is insurance Because a guard does not create any additional reason why persons of reason-
insurance program were extended to these the best method of meeting the situa- measurable volume of work, lt lS difficult ably substantial income should not pur-
subsidiaries tion'>" or perhaps "Would lt be better to to evaluate his performance and a com- chase collision or comprehensive insurance
• What is the competition of doing9 In- use the money in some other way9" plete noncompetent could go for years at all, while those of moderate income
surance can be an important element of • Can you save money by buying in- without anyone suspecting The action of should consider dropping these coverages
cost If a company makes the decision not surance'> This question is taken up in the the risk manager, if he does not have di- as a car diminishes in value througn the

to buy insurance, this can result in an next article of this series • rect control of guard hiring, should be to years
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Dul it.
With IRIS, CNA's industrial Risk Information

System.
IRIS gives you the data you need. The way

you need it. In the language oE your particular
financial system.

So cut the Paper Bog.
He's just one way your insurance can lag

behind your business.
And just one of the Insurance Lags we can

help you beat.
Contact your CNA agent. Or write us.

i- CNA/insumnce .... 1

6 My b beat die Lass

CNA/INSURANCE 310 S. MICHIGAN AVE. CHICAGO. ILL. 60604 CONTINENTAL CASUALTY CO. AMERICAN CASUALTY CO.
NATIONAL FIRE INSURANCE CO. OF HARTFORD TRANSCONTINENTAL INSURANCE CO. TRANSPORTATION INSURANCE CO.
VALLEY FORGE INSURANCE CO. VALLEY FORGE LIFE INSURANCE CO. CNA INVESTOR SERVICES, INC. a;-CNAenterprise

h

,The Paper Bag.
He often attacks when your insurance

company gives you inEormation.
Because it's all in Insurance Language.
And it's up to you to trans|ate it into

something meaningful.
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Bank management team
investment results scored

NEW YORK-In a report on

1971 investments, the Investment
Management Group (IMG) of
First National City Bank here
presented two representative
trusts which showed a considera-

bly higher gain for the year than
the Dow Jones Industrial Aver-

age.

A stock common trust fund, a
pooling of about 250 employe
benefits accounts which contains

approximately $96 million, had a
22.79% rate of return compared
to a 9.95% return for Dow Jones.

An unnamed pension fund with
assets of about $34 million man-
aged by IMG showed a 22.7 %
gain.

Thomas C. Theobald, executive
vp of IMG, told Business Insur-
ance, "We have done extremely

well this year, but you have to
look at the overall performance
of the groups. I would say our
performance this year was due to
a concentration in growth orient-
ed equities."

In 1970, the common trust fund

declined 8.92% and the pension
fund dropped 10.08% compared
to a 9.28% gain in the industrial

average. Over a six-year period,
both trusts managed to average
out well ahead of the industrial

average, according to graphs in
the report.

The report was released, ex-
plained Mr. Theobald, "because
we were concerned that the

public didn't know what the trust
funds v,rere doing."

IMG queried several thousand
income beneficiaries of pension
trusts during the year regarding
City Bank investment policies and
received several hundred replies.
"This sample group supported
corporate efforts to improve the
environment, to help minority
economic status, and to respond
to various consurner oriented

programs," IMG reported.
"Investment policy during 1971

took this kind of corporate re-
sponsibility into account," noted
Mr. Theobald. IMG stated that a

company lagging behind in its
environmental obligations would
eventually have to meet the cost
of these obligations. Therefore, a
firm with less impressive earn-
ings that had undertaken greater
environmental efforts might con-
stitute a better investment in the

long run.
IMG also came out against in-

stitutional memberships on stock
exchanges. "It may be difficult
for a fiduciary to reconcile its
obligations with the potential
conflict of serving as a broker to
a trust account," concluded the

management group. I

its your baby!

Stop on that
Hashing amber light

SAN FRANCISCO--This

city's Yellow Cab Co. is con-
ducting a year-long: non-
profit, fleet-wide test of Cy-
berlite, a new automobile

deceleration warning system
devised to reduce rear-end

collisions.

The test started March 1,
under a test permit issued by
the California Highway Pa-
trol.

Cyberlite was developed

by John Voevodsky, Portola
Valley scientist. His device is
a warning signal whose puls-
ing amber light increases in

tempo as an automobile

ahead of it decelerates. Thus

a driver noting a pulsing Cy-
berlite is informed not only
that the car ahead is stop-
ping but also how quickly it
is stoppir.g.

Cyberlite, according to Mr.
Voevodsky, utilizes the prin-
ciples of behavioral cyber-
netics and provides a contin-
uous warning system to fol-
lowing drivers at all phases
of deceleration from safe,
slow stops to fast, dangerous
stops.

The device separately aug-
ments standard brake lights
and turn signals and is pro-
posed for future use on a
voluntary basis for all motor
vehicles.

Sure, the goods are covered in the warehouse, but what kind of pro-
tection does a small fleet owner have on goods-in-transit? Probably
less than he used to.

Recent changes on the multi-peril policy forms indi-
cate that cargo is better covered on a separate policy.Grain Dealers Mutual offers a Motor Truck Cargo policy 6%
that covers those goods from dock to delivery.

So, if you're "taking a chance on the road," call or .U
write your Grain Dealers agent or nearest GDM office GREAT' DEAEMISM

for details of the Motor Truck Cargo policy.

INSURANCE COMPANY
Indianapolis, Ind. 46202 • Western Dept.: Omaha, Nebr. 68102

Branch Offices: Greensboro. N. C., San Francisco, Cal.

 Member Company: Improved Risk Mutuals

dates for buyers
April 20, American Society for Testing and Materials committee

on consumer standards seminar, "Testing Consumer Products for
Safety and Performance," Lake Tower Inn, Chicago. For more in-
formation write Mr. Norman R. Pugh, Dept. 817, Sears, Roebuck
and Co., Chicago, Ill. 60607.

April 24-28, American Society of Insurance Management's 10th
annual risk management conference, Queen Elizabeth Hotel, Montre-

al. For more information write ASIM, 500 Fifth Ave., New York, N,Y,
10036.

May 3-5, University of Wisconsin, Graduate School of Business and
Office of the Commssioner of Insurance, State of Wisconsin seminar,
"The Consumers' Interest in the Sale of Life Insurance and Alternate

Financial Security Devices," University of Wisconsin, Madison. For
more information write the Foundation for Insurance Education and

Research, Graduate School of Business, University of Wisconsin,
Madison 53706.

May 8-10, American Management Assn. orientation seminar, "Com-

municating Employee Benefits," AMA management center, Chicago.
For more information write the AMA 135 W. 50th St., New York,
N,Y. 10020.

May 10, American Management Assn. briefing session, "501 (c) ( 9)
Trust-A Vehicle for Self-Insuring Employee Benefits," Barbizon-
Plaza Hotel, New York City. May 15, same program, AMA manage-
ment center, Chicago.

May 10-12, American Management Assn. orientation seminar,
"OSHA Compliance for the Small Company," AiMA management
center, Chicago. For more information write the AMA, 135 W. 50th
St., New York, N. Y. 10020.

May 10-12, American Management Assn. workshop seminar, "De-

veloping a Modern Employee Benefit Package," AMA management
center, Chicago. For more information write the AMA, 135 W. 50th

St., New York, N. Y. 10020.
May 10-12, American Management Assn. orientation seminar,

"Self-Insurance, Risk Retention and Use of Excess and Deductible
Coverages," AMA headquarters, New York City. A workshop seminar
on the topic will be held at the same time at the AMA management
center, Chicago. For more information write the AMA, 135 W. 50th
St., New York, N. Y. 10020.

May 14-17, National Foundation of Health, Welfare and Pension
Plans Inc. institutes for new trustees, advanced trustees and fund

administrators, Del Monte Hyatt House, Monterey, Cal. July 9-12,
same program, Chateau Champlain, Montreal. For more information
write the foundation, P.O. Box 69, Brookfield, Wis. 53005.

June 5, National Foundation of Health, Welfare and Pension Plans
Inc. regional seminar, Plaza Inn, Kansas City, Mo. Other regional
seminars: June 6, Sheraton-Lincoln, Houston. June 7, Americana
Hotel, New York City. June 8, Ponchartrain, Detroit. June 9. Hilton
Hotel, San Francisco. For more information write the foundation, P.O.
Box 69, Brookfield, Wis, 53005.

James still growing -
merging with Paige
CHICAGO-Continuing its

growing trend, Fred. S. James &
Co. Inc. has reached an agreement
to merge with John C. Paige & Co.
Inc., Boston, and an agreed in
principle to merge with John F.
Sullivan Co., Seat-le. Both brokers
will be absorbed subject to the

satisfaction of closing conditions.
John C. Paige, which has

merged and un-merged within the
last few years, will continue to op-
erate under its own name and with

the same personnel. Its offices in
Boston, New York, Atlanta, Los
Angeles and San Francisco will be
consolidated with Fred. S. James

Lx_
Paul Penberthy Jr. has been
elected to the advisory board of
California Casualty Indemnity Ex-
change and is a director of Califor-
nia Casualty Insurance Co. Mr. Pen-
berthy is vp of Penberthy Lumber
Co., Los Angeles.

branches in those cities.

A spokesman for Fred. S. James
told Business Insurance that

Paige, whose clients include Rex.
all Drug and the Port Authority
of New York, "will be bringing in
the business of quite a few For-
tune 500 companies. We were

happy that many of their clients
are compatible with ours."

WHEN ASKED what he meant

by compatible, the spokesman
said, "I mean there were some
risks on which we handled part
of the coverage and they handled
part of it."

John F. Sullivan Co. is a rein-

surance broker that also does gen-
eral insurance brokerage business.
The reinsurance business is done

with insurance companies in both
the U.S. and Canada, Aside from

the Seattle headquarters, the firm
operates offices in Los Angeles
and Toronto.

Paige and Sullivan had com-
bined earnings of more than $1.5
million last year, approximately
one-third the earnings posted by
Fred. S. James. The two smaller

brokers employe about 450 per-
sons, who will be added to the 1,-
400 already working at James.

The James spokesman said that
these were part of "a ton" of
mergers involving his company
over the past year. "Last year," he
said, "we were involved in 10 com-
binatjons, four of which we an-
nounced in December. Of the 10,
nine of them were poolings and the
other was a purchase."

Under the merger agreements,
James will exchange 750,000
shares of its common stock for the

two companies. 0
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Congressmen become fire fighters
in the wake of rising blaze Iosses

WASHINGTON-As if in an-

swer to the National Commission

on Fire Prevention and Control's

call for a federal focus on fire

losses, Congressional machinery
is being rolled into place for an

attack on the problem on several
fronts.

In the House, Rep. Robert H.
Steele (R.-Conn.) has introduced
nine fire prevention and control
bills whose provisions include a
national fire academy, federal aid
for research and training pro-
grams, and new laws governing
construction materials

Now a move is on in the Sen-

ate, also. Sen. Charles Mathias
(R.-Md.) has completed .a sev-
en-bill package that closely par-
allels the Steele Proposals. Major
provisions as specified in the Ma-
thias package would:

• Create a National Fire

Academy to serve as a national
center for fire research and edu-
cation.

• Authorize $75 million for
fire research and safety programs
over the next three fiscal years.

• Authorize the Department of
Health, Education & Welfare to
pay 90% of the cost of training
fire fighters and up to 90% of the
cost of "fire science" programs.

• Provide financial assistance
of up to 90 % of the cost to local
fire departments of purchasing
new fire-fighting equipment.

• Establish a National Fire

Data and Information Clearing-
house that would provide emer-
gency information to fire depart-
ments throughout the U.S. on a
24-hour basis.

THE BILLS, which Mathias
aides said may be co-sponsored
in the Senate by Sen. Hugh Scott
(R.-Pa.), Senate minority leader,
would also amend the Flammable
Fabrics Act to extend its provi-

Gibbons
Continued from page 1

...

of the American Society of In-
surance Management and has
been a member of the insurance
planning council of the American
Management Assn. He studied in-
surance at the University of
Pennsylvania's Wharton school of
finance and took fire, liability
and marine insurance courses

from the Insurance Institute of
America. In January he was a
member of the faculty at the
Business Insurance Product Lia-
bility Workshop.

Mr. Gibbons said that there are
many state loss prevention facil-
ities he hopes to utilize before
going to outside sources, and
that he plans to work with major
state departments, such as the
penal institutions, to study the
ways in which property-liability
insurance purchases have been
handled in the past. But he will
be traveling for about the first
two months to states with self.
insurance funds, he said, "to
study the success of their plans
or the reasons that they went
down the drain."

This summer he plans to
utilize the state universities' in-

surance departments and "risk
management-type students" in
compiling an analysis of state
needs. They will work with
Ebasco Services to "get at the
details" behind their recommen-

Continued on page 46

sions to construction materials

used in homes, offices, and facto-
ries or other industry facilities.
Toxicity standards for the mate-
rials would be set. In addition,
laws governing the transportation
of hazardous materials would be

amended to require identification
by placard of vehicles carrying
hazardous materials in interstate
commerce.

Introduction of the Mathias

bills followed by a few days the
nine-month-old fire prevention
and control commission's first re-

port to President Nixon. It put
fire losses at the same level as

those caused by crime-about $10
billion a year-and listed nine
priorities for federal considera-
tion. In the order presented, the

priorities are fire prevention, ear-
ly detection and alarm, per-
sonal protective equipment, a na-
tional fire academy, fire control
equipment, national fire report-
ing and analysis, research and
development, communi ty rela-
tions, and federal financial par-
ticipation.

Cornrnenting on federal assist-
ance, Clayton Willis, the commis-
sion's director of legislative af-
fairs, said the cornmission staff is
checking into cost problems asso-
ciated with increased use of the

latest detection and prevention
devices by industry but "has no
position" on financial assistance
in this area. He said it should
follow that insurance costs would

drop with better defenses against

fire. The commission will go into
detail on insurance aspects of fire

prevention and recovery aspects
of fire at hearings to be held in

Chicago Oct. 10 and 11. It has
already held hearings in Wash-
ington on the general subject of
life and property losses and has
set losses in 1971 in the U.S. at

12,200 dead and 330,000 crippled
or injured from fires, with prop-
erty loss exceeding $2.8 billion,
about $215 million more than
property losses from fire in 1970.

The problems and needs of fire
fighters and their organizations
will be dealt with in hearings
scheduled to be held April 24 and
25 in Dallas, and building fire

safety will be covered in hearings
to be held in Los Angeles and
San Francisco in early July.

The commission has already
come to some conclusions on fire

safety in buildings. It believes
high-rise buildings, because of
modern materials and furnishings
that produce heavy snnoke and
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toxic gases, can no longer be
considered fireproof. Moreover,
they should be termed "escape-
proof" because stairwells, eleva-
tor shafts, and mail chutes vent

smoke like chimney flues, the
commission says. It adds that
closed windows and air condi-

tioning add to the problem and
feels that "islands of safety" may
have to be required for high-ris-
es because of cut-off escape

routes, including elevators that
the commission says become inop-
erable in dense smoke. •

Named administrator
L. K. Lloyd & Associates, San

Francisco, Los Angeles and Sac-
ramento, specialists in disability
insurance progranns for profes-
sional organizations, has been
named administrator of all in-

surance programs of the Califor-
nia Pharmaceutical Assn.
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Baseball . .
Continued from page 12

owners have agreed that all bene-
fits in force excluding pensions are
ample. The owners foot the en-
tire bill for a health care, disabil-
ity, life insurance dental and
widow's benefits program under-
written by the Equitable. The
clubs have announced a decision

to transfer the health care pack-
age to Blue Cross, but the bene-
fits will essentially remain the
same. Any player who has served
on the league for 60 days is eligi-
ble.

A length of service require-
ment was deleted from the life
insurance policy in 1969. Now, all
active members (those on a club
roster) are covered for $50,000
regardless of their years of serv-
ice. Inactive vested -members

(those who are not active but
have served four or five years)
are covered for $25,000. Acciden-
tal death pays double.

The owners offer a widow's ben-

efit equal to a player's accrued
fixed retirement at age 65 and a
dependency benefit of $50 per
month for each eligible depen-
dent. All active, inactive vested

and retired members are covered.

A disability benefit of $700 per
month is written into the plan
with $50 allowable per month for
dependents.

THE HEALTH program pro-

vides $25,000 worth of coverage
with no deductible. Surgical costs
are co-insured with the player
paying 20%. Maternity costs are
fully covered for the first $500 and
80% covered to a maximum of

$750.
Players received dental bene-

fits for the first time in 1969. All

active members and their depen-
dents are insured for $1,000 per
person per year for dental ex-
penses minus a $25 deductible.
Work involving orthodontic ap-
pliances, dentures, bridgework,
gold fillings, crowns and inlays
are covered for 60 % of the costs.

Other dental charges are insured
for 80 %.

An optional severance allow-
ance was made available to inac-
tive vested members for the first

time in 1969. A player is eligible
after one year but no later than
two years from the time he last
served as an active player during
a championship season. During
this interval, he may elect to take
a cash payment of any amount

up to a maximum of $1,000 for 
each of the first ten years of his
service. His retirement and wid-
ow's benefits are reduced accord-

ingly. Hcwever, he may elect to
repay the severance allowance
prior to retirement, plus interest,
for full reinstatement in the pen-
sion program.

Besides accepting the monetary
offer by the owners, the Players
Assn. made one further conces-

sion in negotiations.

Mr. Miller announced that they
were willing to accept a one-year
benefits Dontract, which means
that the plan would expire al-
most simultaneously with the
Players' basic agreement. The
owners want to negotiate these
together next year. The Players
Assn. had been asking for a
four-year agreernent. •

Safety campaign on
Engineering corporates in Bri-

tain plan to cut accidents among
their employes by 25% through
a publicity campaign over the
next two years. Denby Bamford,
president of the Engineering Em-
ployers Federation, advised that
in one metal corporate minor
casualty rates were as high as
650 per 1,000 workers.
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You don't know us.

We don't know you. But
we both know your

insurance agent.

He will tell you that aviation
insurance has been our

only business for 42 years...
that we're the nation's number

one aviation underwriter.

He may say that we stress local
personalized attention through a staff

of qualified pilots that is ready to
tailor insurance protection to your

specific needs. He is sure

to talk about our quick, on-

the-spot settlements by
our own adjusters in

each of our offices.

That's why we work through
local independent agents...

4 agents like yours... agents who
put your interests first.

Ask him...he knows us, just
as he knows you...and h·§'11 show
you how you get your money's
worth with AAU.

ASSOCIATED AVIATION
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Home Office: 90 John Street, New York

Gibbons...
Continued from page 45

dations to the insurance study
commission. Mr. Gibbons added

that another high piority is a meet-
ing with the Illinois rating and
inspection bureau.

Mr. Gibbons will report to

John L. Gentile, deputy director
of finance. The acting director of

the department, John W. Mc-
Carter Jr., is also director of the
budget, "which, under Gov.

Richard B. Oglivie, is a very im-
portant position," according
to Mr. Gibbons. The risk manag-
er's job is a "code position," he

explained, and there are no polit-
ical requirements involved.

MR. GIBBONS spoke highly of
the work done by the property
insurance study commission in
creating the risk management di-
vision and said that the commis-

sion has now been established as

a permanent body whose func-
tion is "that of recommendation."

The commission presently con-
sists of several state senators,
state representatatives and public
members, including insurance

company executives, he said, but
membership is not permanent.
He told Business Insurance that

in compiling statistics on existing
insurance and values in the state,
the commission corresponded
with every state that has a self-
insurance fund and took reports
from every department within

the Illinois government that pur-
chases insurance. (The commis-
sion also utilized a separately

prepared report on Iocal school
systems other than state univer-
sities, he added.)

Illinois is the second state to

establish a risk management de-
partment, according to Warren
G. Brockmeier, director-western
region of risk management de-
partment of Ebasco Services Inc.

West Virginia formed such a
department about a year and a
half ago, he said, but pointed out

that West Virginia's department
reports to the director of insur-
ance.

"ONE DANGER in this," he
said, "is that the risk manager has

to deal as a purchaser with the
same people the insurance direc-
tor is regulating, and this seems
like a conflict of interest." He

said that the organization in Illi-
nois is, in his estimation, more
professionally independent.

West Virginia's risk manage-
ment program has been a success
so far, Mr. Brockmeier claimed,
with, the risk manager having
saved the state a considerable

amount of money through con-
solidation of policies.

"I see more and more states

going the risk management

route," the Ebasco official said.
"Most state governments are
cbmparable to large business
concerns in what they have to

insure. And the financial squeeze
on government today is going to
lead to risk management."

He said that Ebasco is now

doing a risk management study
for the state of Nevada and that

another consulting firm is con-

ducting a study for Alaska. •

We have a head
for  <

solving *
problems.

Ebasco's Risk Management men provide experienced
professional assistance in creating or revising sound, ade-
quate insurance programs.

They act solely as consultants and advisors. Not as insur-
ance agents or brokers. That's why their advice is frank,
realistic and objective.

Ebasco's Financial men have a long history of providing
financial counsel to industry, governments and institutions
in the services of valuations, raising capital, financial plan-
ning, profit and operational planning, buying, selling or
merging, and integrating operations.

Whatever your problems are in Risk Management, Fi-
nance, Employee Benefits, Marketing & Planning, Pension
& Actuarial, Tax Valuation, or Organization & Personnel
Management... contact the Management Consulting Group
of Ebasco Services.

We have a head for solving problems. Write Dept. Ml
today for our big "E" brochure.

4 ' 'MHj] SERVICES INCORPORATED
CONSULTANTS · ENGINEERS · CONSTRUCTORS
2 Rector Street, New York, N.Y. 10006 · (212) 344-4400
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Captives...
Continued from page 10

• Once the captive has built up
some surplus and reserves, addi-
tional risks may gradually be
transferred to the captive, if this

is considered prudent and profit-
able.

. By paying premiums to a cap-
tive, the cash does not leave the
group and the reserves and sur-

plus invested by the subsidiary
enhance the group's consolidated
statements. If the captive can
earn a good rate of return on its
investments and also save the

profit normally taken by the in-
surance company, there Will

clearly be financial advantages.

Since it is insuring selected and
limited lines only, it would tend
to be rnore profitable than a reg-
ulated insurance company which
is required by state law to par-
ticipate in unprofitable business.

• There can be tax savings

when the captive is insuring
otherwise uninsured risks, be-
cause it thereby obtains tax de-
ductions in the countries in

which it is doing business and
invests the premiums.

Although captive insurance

companies have been organized

in the U.S., state insurance regu-
lations have generally forced
captives to seek a less regulated
climate.

State insurance departments
are generally slow in granting
licenses and require a higher
amount of initial capital than a
captive would normally require
in its early years. Permitted in-

vestments are very restricted and
companies are required to partic-
ipate in all manner of unprofita-
ble state plans and pools. Cap-
tives have therefore over the

years established themselves in
countries with liberal insurance

regulations and low income tax-
es, including the Bahamas, Pana-
ma and Bermuda, which has

become the principal place of in-
corporation for captive insurance
and reinsurance companies.

BERMUDA HAS the advantage
of being able to offer more of the
sophisticated business facilities
than most island jurisdictions. It

has thriving banking and office
facilities, communications and

hotels, and grants work permits
to foreigners. Bermuda has been
an insurance center for many
years and has legal and technical
expertise available. It is very
much concerned to maintain its

reputation as a business center
for reputable enterprises and
screens applicants for local .in-
corporation carefully.

Bermuda imposes no income
taxes and no taxes on premiums
and no restrictions on an insur-

ance company's investments.

Companies can now be incorpo-
rated quickly and simply by fil-
ing an application for registration
with a minimum capital for in-
surance companies of $120,000, all
of which must be paid in. To

preserve the standing of Ber-
mudian insurance companies,
proposals have been made to in-
troduce insurance regulations,
which will require Bermudian
insurance companies to be licen-
sed.

Although the proposed licens
ing regulations have not yet
been published, it would be rea-
sonable to expect that companies
wishing to incorporate insurance
companies in Bermuda will in the
future have to demonstrate to

the Bermudian authorities their

fitness to conduct such business

and that they have adequate cap-
ital to conduct such business. To

what extent these regulations
will apply to purely captive in-
surers as compared with regular
insurers doing business with the

i

i

public is not known, but if they
apply to all insurance companies,

the licensed captives in Bermuda
would be able to demonstrate

that they are licensed and regu-
lated, which is probably a good
thing for the reputable compa-
nies and will force others to seek

other locations.

It is interesting to observe how
the popularity of Bermuda has

made the Burmudians take steps
to limit the organization of new

captives in their country. At the

same time, the growth of the

captive business has encouraged
some of the U.S. states to consider

liberalization of their state regu-
lations for the captive company.

COLORADO IS the first state to

enact a law providing for the

regulation of captive insurance
companies to be organized in that
state. Under the Colorado act, a
"pure" captive is limited to in-
suring the risks and liabilities of

Ar

its parent company and affiliates,

and an industry or association
captive, the risk of the members.
The captive can also enter into
certain reinsurance contracts. It

is not permitted to provide per-
sonal insurance coverage for in-
dividuals.

A minimum capital and sur-
plus totalling $750,000 is re-
quired, but this can be provided
by an irrevocable letter of credit
from a state or national bank.

In order to receive a license, a

"pure" captive must show that its

business will develop premiums
of a minimum of $500,000 and in

the case of an association captive,
one million dollars. Both "pure"
and association captives must
also show that adequate insur-
ance markets in the U.S. are not

available for the coverage sought
or are than such needed coverage
is only available at excessive
rates or with unreasonable de-
ductibles.

1 fl- ri

A premium tax of 1 % is im-
posed, but no other state taxes
are payable. The captive will not
be compelled to or contribute to
any state plan or pool. The cap-
tive will be required to make
investments in accordance with

state insurance laws and may not
charge rates which are excessive,
inadequate or unfairly discrimi-
natory. The insurance commis-

sioner has ample powers to
examine and investigate the finan-
cial condition, affairs and man-
agement of the captive.

A COLORADO company would
be subject to federal income taxes
and can be included in the consol-
idated U.S. tax return of its U.S.

parent.

A very important aspect to
consider in deciding whether to
create a captive is the tax treat-
ment of the captive. One of the
problems in this area has been
the enthusiasm of the proponents
of the captive insurance company,

E

f
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which has created the impression

that the offshore captive gives
valuable tax advantages to their
parent companies in all situa-
tions. The truth of the matter is

:hat the economic needs of the
business have directed the inter-

est of most companies to consid-

eration of the feasibility of a
captive and the tax advantages
have been secondary benefits
when they have existed. The en-
thusiasts have tended to turn a

blind eye to the fact that the tax
advantages for companies insur-
ing U.S. risks have generally
been negligible and even nonex-
istent since 1962.

The basic tax obj ective for the
wholly owned offshore captive
subsidiary is for the parent com-
pany and its worldwide operating
affiliates to obtain tax deductions

for the premiums paid to the
captive, for the captive to estab-
lish reserves and earn investment

income in a low tax country and
Continued on page 53
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Where can you get 8%% on your group pension?

New England Life, of course.
Gentlemen, that's one of the highest in the business. A wide team of pension and profit-sharing experts. And the
guaranteed 81/4 % for the first year on regular deposit company that writes more individual pension plans than
administration contracts utilizing fixed income investments anyone else in the business.
in our general account. We standout in a group, too. With things like recordkeep-
Our plans also offer investment flexibilitythrough our non- ing, accounting and actuarial services you pay for only
guaranteed market value accounts, including equity, bond when you use them. Write Arthur Brockelman, Director of
and mortgage and real estate. After all, it's your money, Pension Marketing, at our home office. Or contact the
why shouldn't you have your own plan? Ask your New agent nearest you. New England Life, of course.
England Life agent about it. He's backed up by a nation-
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EEOC issues strong

-omens rights ruling
WASHINGTON-In guidelines

that take effect this week, the
Equal Employment Opportunity
Commission (EEOC) has estab-
lished that benefits from health

or insurance plans for sickness or
temporary physical disability
must be extended to women em-

ployes disabled by pregnancy,
miscarriage, abortion, childbirth
or recovery from any of these.

The guidelines, which signifi-
cantly broaden the government's
interpretation of women's em-
ployment rights, also establish
that (1) hiring policies that ex-
clude women from jobs because
of pregnancy violate the Civil
Rights Act of 1964 and that (2)
firing employes because of ab-

sences exceeding allowed leave
time may be unlawful if the
practice has a disproportionate
impact on sex. The latter, ac-
cording to the EEOC guidelines,
published in the Federal Register
last week, basically means that
an employer who gives employes
five days leave time a year for
illness may be violating the law if
he fires a woman who, because of
pregnancy, was out of work sev-
eral weeks.

ACCORDING to one comrnis-

sion official, "This puts employers
with unreasonably short leaves
on notice that their policies may
be illegal."

The new guidelines also pro-

hibit an employer from testing
female applicants for work to de-
termine if they are pregnant, un-
less the employer goes to similar
lengths to determine if male ap-
plicants have ailments that may
force them to leave the job in a
few mon:hs. They also apply to
fringe benefits and specify that
medical, hospital, accident and
life insurance benefits applied to
male employes must also apply
to female employes.

The guidelines adopted by the
five-member commission are ad-

visory and do not have the force
of law. They are intended to give
guidance to courts, employers
and labor unions as to how the
EEOC interprets the law. How-
ever, in the past courts have
been strongly influenced by
them. In addition, as a result of a
law passed by Congress last
month, the agency has the power
to bring suit directly into federal
court itseff to seek orders to en-
force its decisions.

STATEMENT OF ASSETS AND LIABILITIES

December 31, 1971 and 1970

ASSETS

Cash in banks and on hand

Bonds:

United States Government

Canadian Government ........

State, County and Municipal . .
Industrial and Miscellaneous .

Stocks .

Total cash and investments .

Premiums in course of collection . . admitted

Funds held by ceding insureds.....
Deposits under reinsurance treaties..........
Interest accrued and other admitted assets...

Total admitted assets

LIABILITIES, CAPITAL AND SURPLUS

Reserve for claims and claim expense......

Reserve for unearned premiums...........
Funds held under reinsurance treaties......

Reserve for commissions, taxes and

other liabilities .

Total liabilities

Voluntary special reserves....

Capital stock
Gross paid in and contributed surplus

Unassigned surplus ................

Surplus to policyholders .

Total

1971

$ 5,125,508

15,462,960

250,919

130,439,868

6,145,990

82,610,698

240,035,943

3,879,599

22,347,570

5,112,353

3,102,224

$274,477,689

$119,508,084

77,056,367

12,238,713

4,198,794

213,001,958

2,639,535

4,980,000

5,830,339

48,025,857

61,475,731

$274,477,689

1970

$ 2,938,007

18,307,388

1,331,934

106,570,595

4,690,597

62,461,904

196,300,425

3,191,392

24,703,489

5,152,103

3,604,802

$232,952,211

$104,923,211
69,249,125

9,342,469

In a related rnove, the federal
agency also revised its existing
guidelines relating to women's
protective legislation adopted by
many states. Previously, the

agency had taken the position
that state laws limiting the hours
a woman could work, the amount
of weight she could lift or the
jobs she could do were in viola-
tion of the Civil Rights Act of
1964 barring employment dis-
crimination because of sex.

The revised guidelines extend
to men certain benefits which in
the past have been limited by
state law to women. These in-

clude lower retirement ages and
minimum wage laws that have
applied only to women. States
that do not brinlk their laws into
conformity with the EEOC

guidelines will be open to court
challenges frorn the federal

agency on the grounds that they
are in violation of the 1964 civil

rights law. •

2,208,676

185,723,481

2,813,563

5,000,000

5,830,339
33,584,828

47,228,730

$232,952,211

Securities deposited as required by law are included above as follows: December 31,
1971, $7,853,767; December 31, 1970, $6,767,818. Bords are valued on an am-
ortized basis and stocks at prices prescribed by the National Association of
Insurance Commissioners.

EMPLOYERS REINSURANCE CORPORATION
21 West 10th Street, Kansas City, Missouri 64105

Atlanta, Chicago, New York, San Francisco, Toronto, Montreal, Zurich

Equal...
Continued from page 3

ly invalidated. If the court deter-
mines, in light of the statute's
legislative history, that the legis-
lature would have intended the
statute to stand without its un-

constitutional part, the statute
will stand as so modified.

"Laws intended to protect
against working conditions con-
sidered hazardous to health and

safety should deal with the haz-
ards, not the sex of the worker,"
the congresswoman concluded.

SOCIAL SECURITY also came

under fire during committee and
floor debate on the ERA. Mrs.

Griffiths, in her subcommittee
testimony, noted that "when a
wife dies, only a husband who
supplied less than half of the
family's income during the wife's
lifetime may draw on his wife's
Social Security, but any wife-
even the independently wealthy,
-may claim her husband's bene-
fits.

"The question of whether a
surviving spouse sh6uld be enti-
tled to claim the deceased

spouse's Social Security benefits
logically might rest on an evalu-
ation of the surviving spouse's
need-but it is irrational for it to

rest on the surviving spouse's
sex."

As outlined by Sen. Hiram
Fong (R.-Ha.) in his individual
statement in the Senate judiciary
committee report, a number of
alternatives do exist for amend-

ing federal laws which treat men
and women differently, among
them, Social Security.

"Depending on cost and other
factors, women's eligibility to all
benefits under Social Security
can be (1) kept at age 62 and
men's lowered to that age, or (2)
men's present eligibility age 6f 65
extended to women, or (3) a new
age for eligibility applicable to

both sexes can be fixed. The 
third alternative," the Senator
commented, "may be the fair and
feasible solution."

THE AMENDMENT, if rati-

fied, would have momentous ef-
fect on government employes and
equality under law. Governmen-
tal pension, insurance and re-
tirement plans would be re-
quired to extend preference in
treatment given to one sex or to
survivors of one sex to the other

sex, and public schools would be
restricted from being unisexual.

Public institutions, particularly
universities, would be restrained
from requiring higher admission
standards for either women or

men, and promotional practices
in all areas of government em-
ployment including school sys-
tems. and universities) would

have to be based on a criterion

other than sex.

Section 3 of the joint resolution
encompassing the amendment

delays the effective date of the
amendment for two years after
ratification. (The amendment

must pass the required number
of state legislatures within seven
years, although the longest peri-
od of time taken to ratify any
previous amendment was four
years.) According to the Senate
judiciary committee report, "The
purpose of this section is to give
the States and the federal gov-
ernment an opportunity to re-
view and revise their laws, regu-
lations and practices so as to
bring them into compliance with
the Amendment."

Much debate had raged over
the immense flood of litigation
which might be fomented by rat-
ification, and, according to

spokesmen favoring the amend-
ment, the third section would aid
in alleviating much of that po-
tential problem. •

------------------



Portland council fights
commissioner s ruling

PORTLAND, Ore.-Portland's
city council has authorized the
Dity attorney to contest in court a
state insurance commissioner's

ruling that the city feels may be
unconstitutional.

Insurance Commissioner Cor-

nelius Bateson has refused to

3ertify the city's insurance cover-
age for firemen and policemen as

being equal to or better than that
required under state law, it was
reported.

The city wants to be excluded
'rom compulsory purchase of
:tate insurance and Mayor Terry
D. Schrunk has directed the city
attorney to seek a judgment and
njunctive relief on grounds that
there is infringement upon the

Liability
cloudy in
bus crash

CONGERS, New York--Sever-

al investigations are underway to
letermine liability in a collision
involving a Penn Central freight
train and a Nyack high school
bus which killed three students

and injured 47 here.
The accident occurred at a pri-

vate crossing that had no warn-
ing lights, gates or bells and was
marked only with a railroad sign.
Community residents said they
had been seeking improved
warning devices at the crossing
for about two years.

According to New York State
Law, a bus driver must stop at all
rail crossings, open the door and
Look and listen for trains before

proceeding. Penn Central claims
that the bus driver failed to stop
in accordance with the regula-
tions. A preliminary investigation
by Rockland County District At-
torney Robert Meehan indicated
that the bus driver had failed to

stop but did not determine if the
failure was due to mechanical

difficulties.

The bus driver, Joseph Larkin,
told investigators that he had
stopped. A committee has been
dispatched by the National

Transportation Safety Board in
Washington to study the matter.

The Nyack School District
leases school buses from Rock-
land Coaches Inc. which is in-

sured by the Continental Insur-
ance Cos., New York. "There are
several investigations being
made," said a spokesman for
Rockland. "The school district

shouldn't be involved though. It
will be a matter between us and

Penn Central." An official at

Continental told Business Insur-

ince that they were conducting
their own investigation. "How-
ever, it is too early for us to
reach any conclusion," he noted.

Penn Central declined to relate

specific insurance information,
but one source said the railroad

was covered by blanket excess
Liability insurance spread among

40 companies. •

$200,000 tv fire
Destruction by fire of a Eureka,

Cal. television station, KQIV, may
cost Fireman's Fund American as

rnuch as $200,000 or more. The

San Francisco based company in-
suits the contents and equipment
of the station under a policy writ-
ten for the California Northwest
Broadcasting Co. Inc. An over-
heated coffee maker in the station
Lobby is being blamed as cause

of the fire which practically de-
molished the station.

city's home rule power.
Portland's fire and police disa-

bility and retirement fund, begun

in 1949, has paid death benefits
in seven cases since that time.

Research by Richard Braman,
senior deputy city attorney,
shows that payments in the seven
cases have totaled $154,043 to
date. In one case, death benefits
reached $57,828 before remar-

riage of the widow closed the
book. In another case, the pay-
ments are at $52,800 and continu-
ing.

THE NEW STATE law enacted

in 1971 requires a $10,000 group
terrn insurance coverage for each
fireman and policeman for line-
of-duty death. The insurance

1

would be bought through the
state department of general ser-

vices. A city is excluded only if
its own public or privately pur-
chased insurance is "equal to or
better than" the state insurance.

Commissioner Bateson says

Portland's is not and the law

gives him the say-so, said the
Oregon Journal.

Portland provides a $3,000
group term life insurance for all
employes... not just fire and

police personnel. However, the
fire and police death benefits un-

der the city's disability and re-
tirement fund are worth more

than $10,000, in the opinion of
the city attorney's office.

Mayor Schrunk said he be-

lieves that if the city bought the
state insurance--at an estimated

$7,000-$8,400 a year-"this would
be only the opening wedge for the

introduction of much proposed
legislation stipulating fringe bene-
fits for city employes." I
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lAM reports pension

fund increase of 26%
WASHINGTON-The Interna-

tional Assn. of Machinists and

Aerospace Workers has reported
that the IAM labor-management
pension fund showed a 1971 bal-
ance of $65,548,087, a gain of
26% over the 1970 balance of

$51,867,937.
While the number of union

members covered by the fund re-
mained the same (85,000), the
number of contributing employ-
ers rose from 1,734 in 1970 to
1,874 in 1971. The total amount
contributed by employers also
rose from 1970's $14,115,346 to
last year's $15,694,013.

In 1971, 4,885 members re-
ceived pensions. Of those, 3,013
were "normal" pensions-retire-

ment at age 65 with 10 to 25
years of service. One hundred
and eighty pensioners were eligi-
ble under disability and 10 years'

service and 1,692 received early
retirement pensions ( age 55 to
65). The 4,885 recipients total

compares with 3,542 the previous
year.

ADMINISTRATIVE costs for

the fund dropped from $482,053 in
1970 to $476,684 in 1971-a figure

representing 3.1 % of total fund
income.

All groups of IAM employes
are eligible for the fund and fund
negotiations, provided the em-
ployer agrees, through a written
labor agreement, to contribute. •

0$ance Got You Gm#%4

k

.

Thinking of a change...?
Considering the creation of a CAPTIVE INSURER...?
Check with us.

We offera full spectrum of INSURANCE SERVICES for commerce and industry.

We can provide claims management and claims settlement services -
loss prevention procedures-loss control systems-accounting
and statistical services for statutory compliance-and underwriting services.

We have what you need -seasoned by the experience of a quarter of a century.

-57 1 N Z ki RL] : 11 fil UJ i l i ] 4 : 1 '*' A :1 M r! 4 : M,1 · C-Cl e 1 01, · E n l e 1 . I
The Insurance Management Services Company.

General Offices: 3670 Wilshire Boulevard, Los Angeles, California 90010 • 213/388-3331
Rocky Mountain Regional Office: 2120 So. Birch Street, Denver, Colorado 80222 · 303/756-8335 ·Frank 1. Bucher, Account Executive.
Eastern Regional Office: 550 DeKalb Pike, King of Prussia, Penn. · 215/337-2710
Midwest Regional Office: 15 Spinning Wheel Road, Hinsdale, Illinois · 312/325-3282 |
Canadian Head Office: 5200 Dixie Road, Suite 206, Mississauga, Ontario, Canada · 416/6254058
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A dogfs life takes
on new meaning

NEWPORT BEACH, Cal.-From the land that brought you
Ralph Williams and his used cars, as well as numerous other
oddities, comes another zinger, only this one involves a staid,
old Eastern institution-the Hartford Insurance Cos.

What the Hartford is doing, in conjunction with a firm called
PETS (Pets Emergency Telephone Service Inc.), is offering the
cats and dogs of southern California the opportunity to be
covered for accident and sickness.

Pet owners who opt for the plan, which includes a first-year
$2 registration fee and annual premiums ranging from $14.50 to
$30, will have their animals covered for up to $50 for veterinary
expenses for one accident or up to $200 for two or more
accidents during the policy period.

Also available is illness coverage-of $100 for vet expenses
on one illness and $200 for two or more illnesses. This coverage
contains a $20 deductible.

Excluded under the coverage are pets that are less than two
months and more than nine (that's 63 dog-years )years old.

ASIM members destined for London

to talk mutual risk management woes
LONDON-Insurance leaders

are planning a vigorous welcom-
ing program for American Socie-
ty of Insurance Management
members who will be visiting the
U.K. in May to see British insur-
ance at work.

Their hosts will be the Assn. of

Insurance Managers in Industry
and Commerce, AIMIC, which
has convened its annual conven-
tion so as to coincide with the

visit. The U.S. delegates will at-
tend the An(tIC convention ses-

sion on May 3 at the Royal Gar-
den Hotel, London, and will par-
ticipate in a workshop seminar
on risk management projects on
May 4.

During their stay in the U.K.

they will also make formal visits
to Lloyd's, the British Insurance
Assn., and the Chartered Insur-
ance Institute, and have a private
dinner with British insurance

managers under AIMIC sponsor-
ship.

PETER H. LIECHTI, chairman
of the welcoming committee, told
Business Insurance. -We are

really pulling out all the stops
for this visit and plan to give
them an interesting program. We
have been in liaison with ASIM

since. 1967, and strengthen it year
by year.

"Interchange of ideas is the
aim. Risk management tech-
niques have developed faster in

GENERAL

REINSURANCE CORPORATION

Assets

ALL FIRE, CASUALTY, ACCIDENT AND SICKNESS, BONDING, AVIATION AND MARINE LINES
Home Office: 400 Park Avenue Offices in Atlanta. Chicago, Dallas, Hartford.

New York, New York 10022  Los Angeles. San Francisco, Toronto and Montreal

Affinate: in Stockholm, Zurich, Sydney, london, Athens, Madrid ond Rio de Janeiro.

FINANCIAL STATEMENT. December 31, 1971

Liabilities

Cash in Banks and Office. . . $ 4;727,431

Tax Exempt Bonds.             324,145,733
United States Government and Other Bonds. 43,309,283
Preferred Stocks .                                                       26,274,263
Subsidiary Company Stocks 34,931,865
Other Common Stocks. 136,119,294
Real Estate. . 2,970,962
Premium Balances in Course of Collection. 55,298,489
Accrued Interest and Dividends. 6,419,838
Other Admitted Assets.   . . 25,331,116

Total Admitted Assets. $659,528,274

Reserve for Claims and Claim Expenses..... $285,151,781
Reserve for Unearned Premiums. . . . . . . . . . . 136,563,346
Funds Held under Reinsurance Treaties... 25,042,824
Reserve for Commissions, Taxes and

Other Liabilities.             28,888,307
Total Liabilities.           $475,646,258

Capital (shares authorized and outstanding
2,722,500)...... ........ .· .···$ 7,260,000

Surplus to Policyholders .                            $183,882,016
Total.             ...... $659,528,274

Bonds are stated at amortized value in accordance with the requirements of regulatory authorities and would be approximately $361,738,630
at December 31, 1971 if valued at market. Stocks are stated at market value except stocks in unconsotidated BUbsidiaries which are carried at
estimated net worth.
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the U.S. than in Britain, but we
are just as much involved as
ASIM in improving the quality of
our services to industry. We want
to improve the performance of
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Big Ben and the Assn. of Insurance
Managers in Industry and Com-
merce will chime welcomes to
ASIM members attending the
AIMIC annual convention in Lon-
don this May.

-British Tourist Authority photo

the insurance manager in indus-
try so as to make him more pro-
fessional in his job, and in turn
get industrial firms to realize his
value to their needs."

Mr. Liechti expects about 70
ASIM delegates and wives to
travel to London.

Convention speakers on May 3
will be Dr. Robert Murray, medi-
cal adviser to the British Trades
Union Congress, on occupational
health; Glyn Hughes, director of
Vickers Insurance Ltd. on em-
ploye benefits; Rex Wyeth, of the
British Insurance Law Assn., on
legal liabilities; and Alan B.
Hunter, of International Insur-
ance Services, U.K., on coping
with aviation catastrophes.

Visiting delegates and AIMIC
members will split up into study
groups on various topics for the
workshop seminar on May 4.

Members of the organizing
committee are Roy G. White, of
Shell Mex and BP., Peter H.
Liechti, of the De La Rue Group,
Graham D. Hole, of Chloride
Electrical, and Dennis J. Far-
thing, of Massey-Ferguson. Be-
tween them their interests em-
brace oil, banknote printing and
security electrical products, and
agricultural machinery. •

Settlement

against GE
OAKLAND-A $1.6 million out

of court settlement, believed the
largest ever in a single auto acci-
dent injury case, has been ap-
proved by Alameda County Su-
perior Judge F. M. Van Sicklen.

The award will go to James
Bailey, 43, former plant manager
for an Oakland paint company,
who had sued Terence O'Donnell,
47, San Ramon employe of Gener-
al Electric Co.

Included as defendants in the
suit were GE and Lease Plan Inc.,
owners of the car Mr. O'Donnell
had been driving.

Mr. Bailey's attorney, Bruce
Walkup, said Mr. O'Donnell's car
struck one driven by Mr. Bailey on
Oct. 10, 1969 and Mr. Bailey was
permanently disabled.

Mr. Bailey's wife, Sharon, was
awarded $75,000 of the settle-
ment for chest and leg injuries.

The loss would be paid by
General Electric's self insurance,
in the sense that the insurance
company involved is owned by
GE. Lloyd's of London carried
the excess. .



Doctors propose to add health care

to Wisconsin unemployment cover
MADISON, Wis.-The State

Medical Society of Wisconsin
proposed last rnonth that state-
administered health insurance be

included with the unemployment
compensation program.

The society also proposed es-
tablishment of a system whereby
bad risks who cannot obtain

health insurance be covered at

regular rates and that insurers be
compensated for unusual ex-

ses.

The proposals were sent to
Gov. Patrick Lucey and all mem-
bers of the state legislature.

THE SOCIETY, which operates
Wisconsin Physicians Service-

Blue Shield, said its studies
showed that 50,000 to 65,000 Wis-
consin residents faced the prob-

lem of being uninsured in 1970.
Many health insurance policies
are fringe benefits connected
with a person's job, and when
the job is lost, so is the insur-
ance, the society said.

The society proposed that any-
one who gets $50 a week in un-
employment compensation also
receive health insurance.

Benefits would be those provid-

ed under Medicaid Group II, es-
sentially 45 days of hospitaliza-
tion for a single illness. Some

care outside a hospital would be
covered.

Such a plan, acc6rding to the
society, would have cost $11.2
million in 1970. It could have

been raised by increasing the un-
employment compensation tax by
.32% of covered wages, the socie-
ty added. Only the first $3,600 of

New plan
favored for

retirement
PHOENIX,-Maricopa County

employes recently voted 87 % in
favor of a new basic retirement

plan already being used by some
state employes and school teach-
ers.

A total of 2,888 persons em-
ployed by the county on May 15,
1971, were eligible to vote. Tabu-
lations approved by the board of
supervisors showed that 2,520
voted for the new plan and 144
against, with 224 official ballots
not returned and therefore

counted as 'no' votes.

Those accorded 'no' votes will

be allowed to remain in the old

retirement system. A second elec-

tion will give those employed
by the county since May 15, 1971,
a choice. In the future, all new

employes will be required to use
the new program, it was report-
ed.

The retirement plan, to go into
effect July 1, 1972, is said to be
superior as it applies to career

employes. One advantage cited is
that the best five years of em-

ployment in terms of wages are
used as a basis for determining
retirement pay.

Under the systenn, the total
amount contributed by the em-
ploye is the major component in
determining retirement pay. •

Plans profit reports
Nevada State Insurance Com-

missioner Rottman has announced

plans to require insurance com-
panies to submit "some sort of
form" report on profitability,
"whether it be in annual reports
or some other form."

an employe's earnings are sub-
ject to the tax. The amount col-

lected would equal .14% of all
workers' earnings in the state,
the society. said.

"THE QUESTION of whether
these monies should be taxed

solely to the employe, solely to
the employer, or shared in some
fashion, is beyond the scope of
this report," the message said.

The report estimated 7,500 to
15,000 uninsurable persons in the
state and that the cost of their

care would be $1,340,000 in the
first year, $4 million in the sec-
ond year and $6,750,000 a year
after the program became firmly
established.

The society recommended a
risk pool between insurance corn-
panies and the Blue Shield plan
under which standard premiums
would be charged to those who
apply.

According to the plan, cover-
age would be four-fifths of medi-
cal expenses over $500 in any
year up to a maximum of $10,-
000.

"A PROPOSAL such as this

one-if put into practice in Wis-
consin-ould serve as a model

for the entire nation," the mes-
sage said.

The recommendation also was

sent to the governor's task force
on health care. •
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Reproductions of this H. M. Bateman drawing, ''Lloyd's broker furtively
entering small company's.office No finish his risk,'' are available to any-
one in any brcnch of insurance anywhere in the* U.S. by writing to:
Stewart, Smith & Co. Inc., 116 John St., New York 10038. This newly
printed drawing illustrates Mr. Bateman's concept of the tiny companies
in #he neighborhood of the Lloyd's building in London and the mixed
feelings brokers have about trcding with them.

If insurance is a personal service business, doesn't it make sense to insure

through the most logical source of personal service-an indepedent broker?

Assurex offices are independents, but united independents. United through
Assurex, to provide you with multicity and multinational facilities. And profes-
sional excellence everywhere!

\

Assurex
INTERNATIONAL

RISK MANAGEMENT
INSURANCE

RELATED FINANCIAL SERVICES

OFFICES IN PRINCIPAL CITIES EVERYWHERE

ALABAMA, Mobile; Thames & Batre

ARIZONA, Phoenix: National-Heard Insurance

ARKANSAS, Little Rock; Rector-Means and Rowland, Inc.

CALIFORNIA, Los Angeles; Kindler, Laucci & Day

San Francisco; Clifton & Company

CANADA, Manitoba, Winnipeg; Ryan Agency Limited

Ontario, Toronto; Tomenson, Saunders Limited
Quebec, Montreal; E. A. Whitehead Ltd.

Saskatchewan, Regina; Ducketts Limited
CONNECTICUT, Hartford; Allen, Russell & Allen, Inc.

DISTRICT OF COLUMBIA, Washington; Howard & Hoffman Inc.
FLORIDA, Miami; D. R. Mead & Company
GEORGIA, Savannah; Palmer & Cay, Inc.

INDIANA, Indianapolis; Robert N. Bowen & Associates, Inc.
IOWA, Des Moines; LaMair-Mulock-Condon Co.
KENTUCKY, Louisville; Nahm, Turner, Vaughan and Landrum, Inc.
LOUISIANA, New Orleans; Gillis, Hulse & Colcock, Inc.

MAINE, Portland; Morse, Payson & Noyes
MARYLAND, Baltimore; Riggs, Counselman, Michaels &

Downes, Inc.

MASSACHUSETTS, Lowell; Fred. C. Church, Inc.
MEXICO, Mexico; D. F. Kennedy & Hijo, A.P.
MICHIGAN, Detroit; General Underwriters, Inc.
MISSISSIPPI, Jackson; Fox-Everett, Inc.

MISSOURI, St. Louis; Lawton-Byrne-Bruner Insurance Agency Co.

NEW JERSEY, Millburn; Donnell Brothers

NEW YORK, Buffalo; Laverack & Haines, Inc.

New York; Reid & Carr, Inc.

NORTH CAROLINA, Charlotte, J: mes J. Harris & Company
OHIO, Cincinrati; A. W. Shell & Company

Cleveland; -he W. F. Ryan Corporation

Columbus; The McEI roy-Minister Company

,OKLAHOMA, Oklahoma City; Ancel Earp, McEIdowney &

Associates, Inc.

OREGON, Portland, Jewett, Barton, Leavy & Kern

SOUTH CAROLINA, Greenville; -!he Furman Co.

TENNESSEE, Memphis; E. H. Crump & Company
TEXAS, Hous'on; Langham, Lanlston & Dyer

UTAH, Salt Lake City; Ed. D. Snith & Sons

VIRGINIA, Richmond; DeJarnett 3 & Paul, Inc.

WASHINGTON, Seattle; LaBow, Haynes Company, Inc.
WEST VIRGINIA, Charleston;

McDonough-Caperton-Shephe·d-Goldsmith

ARGENTINA, AUSTRALIA, BELGIUM, ECUADOR,
ENGLAND, FRANCE, GERMAN; IRELAND, ITALY, JAPAN,
NETHERLANDS, NEW ZEALAND, PERU, VENEZUELA

.
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Record...
Continued from page 38

-down from 1970's 93.4%.

At the same time, the report
noted that the number of in-
curred losses increased 2%. The

boiler and pressure vessel cate-
gory was responsible for the
hike, but there was a slight drop
in machinery loss.

Statistically, Hartford Steam
Boiler had previously reported
new highs in net income, rising
to $8.9 million (or $4.99 per
share), as compared with $5.45
million (or $3.03 per share) in
1970. Written premiums jumped
21.2%, to $55.5 million. In addi-
tion, there was an underwriting
gain of $8.6 million, up from
$3.06 million in 1970.

$479,000 award
NEW YORK-An auto accident,

(No. 1 of a Series)

and an automotive recall that

came too late, have cost General
Motors $479,000 in damages
awarded to a woman whose hus-
band died as the result of a crash

caused by a faulty steering
mechanism in his 1965 Pontiac.

A year after the accident, Gen-
eral Motors recalled almost

500,000 Pontiacs manufactured
between Sept. 8, 1964, and Oct.
13, 1965, so the mechanism could
be repaired. It was at that time
one of the largest auto recalls in
history.

The award canne after a

week-long trial in which the
woman had sought $600,000. Her
attorney had argued that GM
was negligent because a $13 idler
arm, which had a guarantee of
lifetime lubricaton, lost lubrica-
tion in certain Pontiacs of that
model and year. He asserted that
the car had only 11,000 miles on
it but was unfit for driving.

It was not immediately known
if GM would appeal the case but

it was pointed out that another
suit involving the Pontiac steer-

ing mechanism is pending.

Ask interim halt

of retirement plan
ALBANY, N.Y.-Complaining

about the skyrocketing cost of

the state's retirement system,
seven Republican state senators
here have introduced legislation

to halt the program until a better
one is devised.

Dalwin Niles, one of the co-
sponsors, said the state, police
and firemen retirement systems
cost the state and local govern-
ments $486.5 million in 1971, up
44% from 1970.

The combined membership of
the three systems is 500,000 per-
sons, according to the senators,
who said there are about 200,000
New York state teachers and

other related personnel covered
in a separate state system.

New York City's employes are

covered in another state retire-

rnent systern.

Says car cover should
be sold on group basis

SAN FRANCISCO-Present

methods of selling automobile in-
surance are inefficient, according
to Thomas J. Ryan, president of

Fred. S. James & Co. Inc., Chica-
go, and should be replaced by the
group approach.

Mr. Ryan spoke at a meeting
sponsored by Fred. S. James.

"Selling automobile insurance
coverage, as well as home owner
policies, to individuals is very
inefficient," Mr. Ryan told invest-
ment brokers, "and the technique
eventually will be replaced by
methods such as our own James

Life Funds Inc., through payroll
deductions."

Mr. Ryan's company recently
acquired John F. Sullivan Co. of
Seattle, and John C. Paige Co.
and now plans to move into the

King Lear had it with his daughters.

Bluebeard had it with his wives.

Even King Tut had it with his mummies
. . . The Group Problem !

Sooner or later one of your clients may
run into it. If that happens, remember us.
We help brokers solve The Group Problem.
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international nnarket through
partnerships, to insure foreign
properties of U.S. clients and to
offer benefit programs to employes
of clients on foreign soil.

Auto reform measure

defeated in Maryland
ANNAPOLIS, Md.-The Mary-

land senate rejected a state-
administration-backed no-fault

measure late last month, and the
bill's poor showing indicates that
it may be dead for this session of
the legislature.

Earlier last month the senate
had defeated a measure which
would have deleted the limited

no-fault provision in the bill.
However, the bill voted on March
28 did contain a provision which
would have barred lawsuits in
auto accident cases when the vic-
tim's medical bills were less than

$750.
Gov. Marvin Mandel's measure

received its major opposition
from the insurance industry
writing business in the state be-
cause of a proposal in the bill
which would have established a

state-owned and operated insur-
ance company to insure high-risk
drivers who were rejected by
private insurers. •

insurers lose
suicide suit

CHICAGO-A U.S. district
court jury has ruled that four in-
surance companies must pay $1
million to the beneficiaries of Rob-
ert Usher, a Chicago businessman
killed by a Norfolk & Western
passenger train in 1967 while
driving his car across railroad
tracks.

Included in the award was a

$100,000 double indemnity life in-
surance policy, underwritten by
Republic National Life Insurance
Co., which funded a buy-sell pro-
vision. Mr. Usher was one of the
owners of the Ideal Heating Co.
here.

The insurance companies had
withheld payment on the grounds
that Mr. Usher died by suicide,
pointing out that he had taken out
the policies only one month before
his death and clear warnings were
operating when he drove his car
onto the tracks. Mr. Usher had
allegedly been in an auto accident
six months before the fatal acci-

dent, resulting in blurred vi-
sion, and was involved in a minor
auto mishap just weeks before he
was killed.

Charles A. Koehne is the new safe-
ty and loss prevention coordinator
for the Wyandotte Works, Wyan-
dotte, Mich. He was previously in-
volved in process engineering and
the electrolytics technical group,
Mr. Koehne reports to Ralph L.
Hawk, works manager.
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to defer payment of U.S. taxes
until the income is repatriated to
the U.S.

The situations in which this

desirable result is possible are
limited and the captive and its
parent rnust be prepared to oper-
ate to meet these requirements:

(1) Bona fide insurance opera-
tions

If the premiums paid to the
captive, including an industry
captive, are to be deductible by
the related U.S. policyholder, the
captive must operate as a. bona
fide insurance company. This

means that the captive must be
adequately capitalized in accord-
ance with the commercial criteria

normally adopted by an insur-
ance company and might require
a capital beyond the legal Ber-
mudian minimum $120,000. In
addition, the captive should have
available lines of credit from

banks or other institutions in the

event of exceptional losses, par-
ticularly in the early years, and
should obtain reinsurance as ap-
propriate.

The insurance contracts must

provide for a shifting of signifi-
cant risk of loss to the captive
and a distribution of risks by the

captive through the premium
mechanism and through reinsur-
ance.

In its dealings with related
companies, the captive must
charge premiums on an arm's
length basis and may even be
required by the IRS to reduce
commercially computed pre-

miums by a so-called commission

or forwarding fee to the parent.
In two court cases involving

banks which were channeling
reinsurance premiums on cus-
tomers' credit life policies to
their (U.S.) captive, the IRS
sought to allocate a sales conn-
mission of about 40% to the

banks. The Supreme Court ruled

in favor of the taxpayer, First
Security Bank of Utah, in a re-
cent decision, on the grounds that
the banks were prohibited by law
from receiving such commissions.
However, this decision will prob-
ably not deter the IRS from seek-
ing similar allocations in audits
of captives and their parents, and
this possibility should be consid-
ered when fixing rates to related
companies.

The captive should maintain
an office and adequate personnel

HOW TO ORDER

B.1. REPRINTS

Readers may now order low-
cost reprints of articles that
appear in Business Insurance

directly from this magazine.
Articles are reprinted on 842

x 11 inch sheets and carry the
Business Insurance credit line
and issue date.

Quantity Price*

50 $ 5
100 $8
Additional 100's $ 2
1,000 $20

* For articles requiring
more than one page, multiply

the price by the number of
pages needed. Two-page re-
prints furnished on one sheet,
back to back. Shipping extra.
For additional information

contact:

David E. Cohen

Business Insurance
630 Third Avenue

New York, N. Y. 10017
(212) 986-5050

or management services to sup-

 port its contention that it is an
active operating company.

(2) Operating outside the U.S.
If the captive itself is to main- .

tain a nontaxable posture in the
U.S., it must not conduct activi-
ties in the U.S. and must main-

tain its operations outside the
U.S. This means, in the first
place, that the policies must be
negotiated and signed outside the
U.S. since this is a central part of
the captive's insurance activities.
It also means that the adminis-

trative and clerical activities

should be conducted outside the

U.S. and not, for example, by the

parent company's insurance de-
partment in the U.S. Even in the
situation where a Bermudian

management company is render-
ing services to the captive, the
captive should take care that its
contractual arrangements with
the management company do not
result in the captive conducting a

business in the U.S. through an
agent.

To summarize then, if the cap-
tive is an adequately capitalized
Bermudian company, conducting
a bona fide insurance business

outside the U.S. which deals with

its affiliates on arm's length
terms, the premiums will ordi-
narily be deductible to the U.S.
parent company.

(3) U.S. risks
However, if it is also desired

that all the underwriting income
and investment incom e of the

captive be free of U.S. tax until
remitted to the U.S., it is neces-
sary, in the case of a captive,
which is a controlled subsidiary,
for the captive not to'earn pre-
miums for the insurance of U.S.

risks beyohd 5 % of its total pre-
miums. This festriction to U.S.

risks only applies to controlled
foreign companies and does not
apply to industry or association
captives. A controlled company,

or controlled foreign corporation,
means any foreign corporation in
which more than 50% of the vot-

ing power is controlled by U.S.
shareholders, counting only those
who own at least 10% of the vot-
ing power.

In the case of a company
whose premiums for U.S. risks
are more than 75 % of total pre-
miums, control exists if more
than 25 % of the shares are

owned by U.S. shareholders. The
industry captives avoid being
controlled foreign corporations,
generally by not allowing single
U.S. participations which

amounts to 10% or more or by
other variations of the control

rules. However, apart from the
industry captives, or captives
which are subsidiaries of foreign

based corporations, most captives
are controlled foreign corpora-
tions, including insurance subsid-
iaries which insure or reinsure

outside risks as a business ven-

ture, and must then consider the

business insurance, April 10, 1972/53

consequences of insuring U.S.
risks beyond the 5% maximum.

All underwriting and invest-
ment income applicable to the
U.S. risks premiums are taxed to
the U.S. shareholder as if dis-

tributed as a dividend under

Subpart F of the Internal Reve-
nue Code, introduced in 1962.

There is also a federal excise

tax on U.S. risk premiums paid
to a foreign insurer. The tax is
4 % on casualty premiums, 1 % on
reinsurance, health and accident.

Nevertheless, the insurance of
U.S. risks through an offshore

captive might have some tax ad-
vantages. In the first place, there
could be some tax savings by
virtue of the fact that the cap-
tive, being an insurance compa-
ny, can set up tax deductible
insurance reserves, which the
parent company cannot do. Thus
the parent deducts the full pre-
mium, but is only taxed on the
net income of the captive, after

Continued on page 54

The teeth in OSHA

can take 89,000,000
bite out of your
company.

That's why Marsh & McLennan is offering
an exclusive booklet exploring this tough,
complex law. Facts you must know to safe-
guard your employees, protect your company
from stiff penalties.

This free guide tells you what you must do.
How standards are set in your industry. The
duties and rights of employees. Violations that
can even shut down your plant.

This booklet is a service of M&M Protection

Consultants. our specialists in loss prevention
programs that help prevent accidents, lower
your insurance costs. No matter what industry
you're in, or the size of your company.

For a free copy of our exclusive "A Status
Review" of OSHA. contact A. C. Rand. vice-

president, M&M Protection Consultants, 1221
Avenue of the Americas. New York, N.Y. 10020.

MARSHAMeLENNAN
Industry's leading insurance brokers
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deducting losses, expenses and
reserves. This tax treatment

could be obtained by a Colorado
captive as well as a Bermudian
captive, since U.S. tax is payable
on the-captive's income. The fed-

eral excise tax on premiums
would be saved, but on the other
hand the 1 % Colorado premium
tax would be due.

If the parent company is in
business abroad, it may be in a
position of using foreign taxes as
credits against the income from
the captive.
(4) Foreign risks

In the case of foreign risks, the
U.S. tax treatment of the captive
is more favorable. Both the un-

derwriting income and, subject to
some limits, the investment in-
come can be accumulated out-

i

side the United States without

U.S. tax. The tax deduction for

the premium would be claimed

in the country where the affiliate
is doing business, which might be
a U.S. corporation, but would
normally be a foreign corpora-

tion. A captive insuring foreign
risks can invest its reserves so as

to minimize foreign withholding
taxes.

There is, finally, a possibility
of repatriating some of the cap-
tive's earnings at capital gains
rates, if the captive is owned for
at least 10 years and is a so-
called less developed country
corporation, such as company
conducting most of its business in
Bermuda, which is a less de-
veloped country for federal in-
come tax purposes.

The problems to be considered
in the case of ·foreign risks would
include foreign premium taxes,
such as Canada's 10% excise tax,
and local restrictions on placing
insurance with foreign insurers,

-71

which often necessitates the use

of fronting companies.
( 5) Industry captives

The U.S. tax rules for industry
or association captives are some-

what different, because the in-
dustry captive is not "controlled"

by a U.S. parent company, if it
has a sufficient number of mem-
bers. If the industry captive is

not a controlled foreign corpora-
tion, there will be no U.S. tax on
its underwriting  and investment
income on the insurance of U.S.

risks until the income is repa-
triated to the U.S.

However, in some circum-
stances the participants in an in-
dustry captive may be subject
to interest equalization tax of
11.25% on their capital contribu-
tions, if any.

If the industry captive does not
generally buy reinsurance it

must establish through the pre-
mium mechanism that there is

true contract of insurance, name-

ly a shifting and distribution of

IRM
individual risk underwriting

Sprinklered or Non-Sprinklered Properties · We write quali-

fied commercial risks on an individual basis, whether

sprinklered or non-sprinklered, protected or unprotected,

combustible or non-combustible.

Commercial Inland Marine · You don't have to be a specialist

to take advantage of IRM's excellent facilities on big inland

marine lines from $50,000 to $1,000,000 and more.

Excess Coverage · Depend on IRM experience, service and

individual underwriting when you need capacity beyond the

limits of primary insurance.

Large and Small Capacity · Underwriting facilities cover prop-

erties from $150,000-with capacity in the millions available.

IMPROVED RISK MUTUALS
15 NORTH BROADWAY • WHITE PLAINS, N.Y. 10601

Branch Offices: Atlanta • Chicago • Detroit • Los Angeles • San Francisco

CONTACT A MEMBER COMPANY

American Manufacturers Mutual Insurance Co.

Central Mutual Insurance Company

Consolidated Mutual Insurance Co.

Employers Mutual Casualty Company

Grain Dealers Mutual insurance Company

Indiana Lumbermens Mutual Insurance Co.

Iowa Kemper Mutual Insurance Company

Iowa National Mutual Insurance Company

Lumbermens Mutual Casualty Company

The Lumbermens Mutual Insurance Company

Merchants Mutual insurance Company

Michigan Millers Mutual Insurance Company

Michigan Mutual Liability Company

Miners Mutual Insurance Company

Pennsylvania Lumbermens Mutual Insurance Co.

Pennsylvania Millers Mutual Insurance Company

Unigard Mutual Insurance Company -

Utica Mutual Insurance Company

risks to the captive.

Naturally, the Internal Reve-
nue Service is interested in satis-

fying itself that the tax treat-
ment allowed to insurance com-

panies be accorded only to those
captives which are operating as
true insurance companies. Ac-
cordingly, the IRS will pay par-

ticular attention to the question
of whether there is true insur-

ance--a genuine shifting of risks
to a third party. If the IRS finds
that the captive is not a true in-
surance company, the possible
consequences would be:

• A disallowance of the pre-
mium deduction to the- U.S. par-
ent.

• Treatment of premiums paid
by foreign affiliates as construc-
tive dividends to the parent.

• Loss of some of the foreign
tax credit with respect to foreign
affiliates.

• Treatment of the captive as
a sham and attribution of its in-

conne to the parent.

• Treatment of the capital and
premiums as subject to interest
equalization tax.

Other approaches include the
imputation of a fee to the parent
tive and disallowing premiums if

not computed on arm's length
rates.

for directing business to the cap-
Finally, if the captive is held to

U.S., its income would be subject
to U.S. tax at ordinary corporate
rates.

However, the law and regula-
tions remain unchanged and if
business needs dictate that a

wholly-owned captive or indus-

try captive be considered, then
management should study the
feasibility of a captive, taking
into consideration the likelihood

of challenge by the IRS in the
areas mentioned. If management
is prepared to organize and oper-
ate a viable, adequately capital-
ized company engaged in the
business of true insurance, it
should be possible to obtain the
tax treatment outlined above. •

Readers mav obtain reprimts
of Marianne Burge's article on
captives, or any other articles in
the magazine, bv using the new
Business Insurance reprint serv-

ice.

AN articles are reprinted on

81,*11 inch sheets and carry the
Business Insurance credit line and
issue date.

For order and price informa-
tion, see the box on page 53 of
this issue of the magazine.
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RISK MANAGEMENT

A major Midwest diversified com-
pany is seeking a superior individual
for its insurance department. Re-
sponsibilities will include develop-
ment, analysis, installation and
maintenance of insurance and self

insurance programs, utilizing estab-
lished subsidiary insurance compa-
nies where appropriate. The position
requires management knowledge of
all phases of property, casualty,
life and employee benefit insurances.
At least five years of responsible
experience in risk management is
needed. An LLB is desirable but not

required. Age under 40. Compensa-
tion will depend upon individual
qualifications.
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We're Corroon &Black.
We could have opened
justanother lidwest

insurance office

There's something about a new branch office that

smacks of a desk, a telephone and a hopeful expression.

Simply branching out is not Corroon & Black's
idea of giving a client nationwide business insurance
service.

So when we expanded into the Midwest we did it
by joining up with one of Chicago's most respected
insurance brokerage firms-Alexander & Co.

This big, full-service company was able to pro-

vide property & casualty, inland marine, institutional
and all other types of insurance.

Yet they'd managed over the years to maintain a
special kind of personal service. No client of Alexander
& Co. ever got lost in the shuffie.

Most important, they knew the Midwest and its
insurance needs like nobody else in the Midwest.

Now, as Corroon & Black-Alexander & Co. we
have all these virtues. Plus one thing more: the syner-
gistic strength of all the other Corroon & Black offices.

New York is our anchor office. We began there in
1905, went public in 1929, and have kept a strong tra-
dition of personal service ever since.

In our San Francisco office, as in Chicago, we joined

with a strong local brokerage firm to form Miller & Ames-
Corroon & Black. We're teaming up with others in major
U.S. cities. Recently, we teamed up with Carney-Rutter,
Inc. in Milwaukee.

In the Midwest just call or write to Richard S.
Schmidt or John E O'Connor at 135 S. LaSalle St., Chi-

cago, Illinois 60603. Phone 312-372-7300. Or William C.
Carney or Russell M. Rutter at 828 North Broadway, Mil-

waukee, Wisconsin 53202. Phone 414 271-9800. Or contact
our closest office directly.

No obligation. Just say you want to pick our
brains.

Corroon& Black
Chicago, Fairbanks, Honolulu, Houston, Los Angeles, New
York, Phoenix, Portland, Reno, Sacramento, Salt Lake City,
San Diego, San Francisco, Seattle.

.

Instead we teamed up with the
best brains in Chicago.
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Howcome
a company so new
inbusiness insurance
grows sofast?

Freshthinking

Great service

-- Low rates
Allof the above

- We got into the business
of business insurance a

little late. So we didn't have

time to grow in the traditional
way.

We decided we had to think

Available in most states. Allstate I nsurance Company.

smarter, dig deeper, and work
harder than the other guy. We
had to look for ways to cut red
tape so we could cut rates.
To service claims faster so we

could hold down costs.

Now it's paying off; the word
is getting around about us.

We've become known as

mavericks and boat-rockers.

Our people are recognized as
hand-picked specialists who
have brought fresh ideas, new
approaches, and often some
fair-sized savings to company
after company-big companies,
small companies, and compa-
nies just the size of yours.

Next time you need a quote,
why not call in Allstate. We're
in the phone book.

Allstate®
BUSINESS INSURANCE
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