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Artificial heart i =

M.D.'s cover

was cancelled t
HOUSTON Dr. Denton A

Cooley, the first surgeon to use
an artificial heart as part of a
heart transplant operation last
week, had his malpractice insur-
ance cancelled last year after
performing his first transplant,
Business Insurance has learned.

Dr. Cooley and other surgeons
on his team were able to get
the insurance reinstated with an-

other company shortly after it
was cancelled last May.

Heart transplant surgeons else-
where around the country are

experiencing difficulties keeping
their malpractice coverage, and
this situation is having increas-
ingly pronounced repercussions
with regulatory bodies, state gov-
·ernments and medical societies.

THE AMERICAN Medical

Assn. in Chicago is now compil-
ing a major report on the entire
area of malpractice insurance,
which will include material on

malpractice cancellations on
heart transplant surgeons, to be
presented to the AMA conven-

tion in New York in July.
In Dallas heart surgeon Dr.

Watts Webb 'and members of his

transplant team from the Uni-
versity of Texas Southwestern
Medical School had cancellation

problems with their malpractice
cover after performing two heart
transplants at Parkland Hospital.

In response to the Dallas and
other cancellations, Texa-s state
legislature Rep. Fred Orr urged
a state investigation.

The Texas insurance commis-

sion directed all insurance corn-

panies in the state to tell whether

they are cancelling liability cov-
erage for transplant surgeons. •

AFL-CIO backs U.S.

compensation rules
WASHINGTON-A bill re-

requiring that Federal work-
men's compensation standards
be equal to those established
in the Longshore and Harbor
Workers' Act has been given
the support by the AFL-CIO.
The bill's author is Carl D.
Perkins (D.-Ken.), chairman
of the House Education and

Labor Committee.

Andrew J. Biemiller, AFL-
CIO legislative director, said
the AFL-CIO "has been con-

cerned with the urgent need
to improve the standards un-
der state workmen's compen-
sation laws for many years"
and that they have favored
enactment of Federal stan-

dards to achieve the objec-
tive. Mr. Biemiller added that

that AFL-CIO hopes for early
hearings on the bill (H.R.
6780).

--
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The Washington Senators' Ken McMullen found in his club's opener that
games played . under ideal weather conditions still have their built-in
hazards. But baseball businessmen are now doing something about the
age-old hazard of bad weather. Although they can't stop the rain, they now
insure against it. -Wide Worldphoto

Game rainouts covered

but not umps' bum calls
NEW YORK-Major league

baseball clubs are resigned to the
fact that the spring showers that

cause postponed ball games and
rained out receipts are still in-

evitable-but they are also find-
ing that they are insurable.

The Atlanta Braves team has

bought rain insurance on more
than 25 selected home games this
season from Good Weather Inc.,
weather insurance managers for
the American Home Assurance

Co. Four other major league
clubs are also insuring a select
number of home games against
rain cancellation this season.

The amount of insurance

bought on a major league ball
game runs from $10,000 to $60,-
000, said Henry L. Fox, president
of Good Weather. This amount is

paid when a game is called be-
causti of rain or some other
weather hazard in the first 442

innings before it has become part
of the official record.

BALL CLUBS may use this in-
surance to cover such items as
last-minute gate sale losses,
losses in tv and radio advertising
revenue and losses caused by an
inability to accommodate rain-
check and regular ticketholders
at a future game, Mr. Fox said.

Three pro football teams have
also arranged for weather insur-
ance through Good Weather for

summer exhibition games, for an
average of six games each.

The U.S. Lawn Tennis Assn.

has in the past bought weather
policies on its Forest Hills cham-

pionship matches, and the drag
race industry is also a heavy
buyer, Mr. Fox reported.

Good Weather, a 13-year-old
company, writes a "substantial"
annual volume, with policies

ranging from a $250 minimum up
to $100,000, with the average
premium in four figures, accord-
ing to Mr. Fox.

·Lloyd's of London is also ac-
tive in writing rain insurance
policies here. Lloyd's writes rain
policies on outdoor tv and film
sequences, conventions, fairs,

concerts and other special events
through U.S. excess line brokers.

THE EMPHASIS at Lloyd's
has been on reimbursing ex-

penses, and not anticipated
profits, since the London market
tends to feel that it is outside its

sphere to see that the undertak-
ing is a profitable venture, said
Richard Byron of Stewart Smith
& CO.

In addition, 15 other domestic
insurance companies write- lim-
ited amounts of rain insurance,

with combined premiums of
$183,285 and losses of $80,202 in
1967, according to the Crop-Hail

Continued on page 66
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Va/ues of 7 retirement

 -1 funds top $1 binion;
Sears, G.M. lead list

CHICAGO - General Motors

 pension fund with assets of more
, than $2.4 billion leads all pen-
1 sion plans in the U.S., according

i to a special survey of 1968 results
of pension and profit-sharing
funds conducted by Business In-
mrance. Five other pension

, funds report values of more than
' $1 billion.

Among profit sharers, however,

Sears Roebuck is tops with more

 than $2.5 billion. This asset figure
is higher than any pension funds

but is the only profit-sharing
fund with more than $1 billion in
assets.

As part of a special report on
pensions and profit-sharing Busi-
ness Insurance contacted what

are believed to be the leading
15 pension funds and 10 leading
profit-sharing funds in the U.S.
for a report on latest results. The
report, including two tables

showing fund's results, begins on
page 23.

The retirement industry has
become increasingly important
part of businehs in the U.S. For
example, total reserves of pen-

sion and profit-sharing plans in
the U.S. have increased more

than two-and-one-half times in

the past ten years, according to

1969 figures released by the Se-
curities and Exchange Commis-
sion.

The SEC reported that total re-
serves of these funds are $114.5
billion, up from $44.3 billion in
1959. This is a fantastic growth
of $70.2 billion in ten years.

The U.S. Department of Labor

reports that there are 33,300 re-
tirement plans in the U.S., up
from 28,000 in 1959.

GENERAL MOTORS reported
that its total pension expense,
including that for subsidiaries,
for 1968 was $310 million, up
from $267 million in 1967. It con-
tributed $246.4 billion to trusts
last year and paid out $163.6 mil-
lion in benefits.

Other companies joining the
"billion-dollar plus" club in 1968
were U.S. Steel with assets of

almost $2 billion, General Elec-
tric with $1.6 billion, Ford with
$1.5 billion, DuPont with $1.3 bil-
lion and Western Electric with

$1.2 billion.

Out of the leading 15, three are
members of the AT&T family
and account for $2.5 billion in
assets. They include Western
Electric, New York Telephone

with $703.1 million and Pacific
Telephone with $567.1 million.
Southern Bell had been in this

group until it split its activities
last year and the pension funds
were divided as well.

Continued from page 66

Sugar ship loss to net
$6.5 million payment

NEW YORK - A Canadian- for the freighter's protection and

built freighter which sank last indemnity coverage', it was
month off the Louisiana coast learned.

with a load of raw sugar will cost
insurers more than $6.5 million- THE 7,402-TON ship, with
not including protection and in- Liberian registry, sank 140 miles

demnity payments which await off the Louisiana coast after an

the outcome of liability suits. engine-room explosion. A U.S.
American Sugar Co., owner of destroyer and a British freighter

the cargo, has already received rescued 23 crew members who

"pro forma" payment of $3 mil- were in the water for 24 hours.

lion from Marine Office-Appleton One crewman died.

Cox Corp. The firm will probably MOAC, in the name of Ameri-

receive another $500,000 from can Sugar, has begun subrogation
MOAC based on the U.S. average suits against: the owner of the
"spot price" of the sugar between ship, Auxiliary Power Co., N.Y.;
January 2 and April 15. American Sugar's sugar broker,

The spot price of the sugar is Lamborn & Co., which chartered
determined by its sucrose con- the ship; and "ABC Insurance
tent, and prices rise or fall de- Co.," an unknown hull under-
pending on the. sweetness of the writer on the vessel. The ship
sugar.. reportedly is valued at about $3

American Sugar's ocean ma- million and is insured in the Lon-

rine €overage was first written by don market.

Appleton & Cox-which merged The sinking resulted in Ameri-
with Marine Office of America in can Sugar's biggest marine loss to
December-back in 1875. MOAC, date, according to William B.
through the U.S. Protection & Coler, the company's insurance
Indemnity Assn., was the insurer manager. •



Con tro/ Data teaches hea/th care
to disadvantaged' new emp/oyes

MINN EAPOLIS - Planned

health care, taken for granted ty
most employes today, can be a
way of life for the hard core un-
employed who are being hired
by modern industry.

Most of the workers hired by
Control Data Corp. at is north
side plant here and its new
Washington, D.C. setup have
never before had experience
with planned health care. "For
that matter, many have hardly
had any kind of medical atten-
tion at all," according to Norbert
R. Berg, vp of adminis tration
and personnel for Conti·cl Da:a.

Northwestern National Life

Insurance Co., Control Jata's
health and life insurer, :Ereed to

4 .·

set up a separate health insur-
ance pool for- the firm's nor:h
side workers to isolate the initial

claims experience until its effect
on the general pool could be as-
sessed.

So far, Control Data has i·€-
ported, there has been no sign.'f-
cant difference, but an insuff.-
cient number of life years have
passed to date to reach a firm
conclusion.

In general the computer man-
ufac.urer has located new planls
in areas of high unemployment

and minority gioup concentra-
tion. "They neei jobs and w€
need employes," said Mr. Berg

ONE OF the beneficial side
effects of Contro. Data's idea for

*OVAL G/08+

setting up regular production
plan:3 in these areas ciuld be
classed as a "less prevention pro-
gram." Providing training, full-
time jobs and steady incomes
may help to give these individ-
uals a renewed interest in life

and in the end cut down on civic

unrest which to date has cost in-
surers well over a billion dollars
in 1csses.

A: the Minneapolis plant, em-
ployes are building what's called
"peripheral controllers", elec-
tronic devices which allow com-

puters to transmit information to
devices like line printers, card
readers and punchers, magnetic

tape handlers and d,sc storage
drives. In 1967, the program had

20 employes; the project now has
400 persons in the local plant
alone.

"Such an operation affords a
full range of jobs from unskilled
to very complex," said Mr. Berg.

Control Data is considered to
be one of the first employers to
set up manufacturing operations
in the nation's inner cities using
the inner city operation to make
an integral part of its product
line.

In both Minneapolis and Wash-
ington, the company started out
by leasing temporary sites to set
up operations. In March, the fa-
cility was opened here: in Wash-
ington, a new plant is expected
to be in operation by late 1970.

IN ORDER to get to the heart
of what was needed to tap the
employment resources in these
areas, Control Data sat down
with many neighborhood agen-
cies with the help of the Office of
Economic Opportunity and the
Urban League.

It was from these groups that .
Control Data started thinking in
terms of a manufacturing plant
rather than a training program.

The agencies pointedly said
that these people are "fed up
with training programs."

Control data cut its employ-
ment application from four

closely spaced pages to one side
of one card, dropped the require-
ment for personal references and
lowered the requirement for
work experience. The firm also
assured it would hire persons
with felony convictions although
such convictions had to be re-

ported in order that Control
Data could set up working rela-
tionships with parole or proba-
tion agents.

"WE TOOK THESE PEOPLE

as they were; not as we required
them to be," Mr. Berg contended.

Employment agencies aided
Control Data in getting persons
to the employment site to make
application. In several cases in-
dividuals were taken by the
hand and led to the plant.

The work experience begins
with a two-week formal training
program. "And our training pro-
gram is not an inflexible thing;
we want them to work up to
their maximum ability. Once
they have mastered a particular
skill we move on to the next

step," according to Mr. Berg. "On-
the-job training continues as
long as needed."

In some cases, the new em-
ployes are sent to work with
Control Data engineers on a
buddy system.

DURING THE training period,
the company's employe benefits
are explained. It's also during
this time that the need for safety
is reinforced to them several
times.

Control Data makes it clear
that workers in its north side and
Washington plants were eligible
for the same benefits as all other
employes.

Control Data's basic medical

coverage pays for 120 days in the
hospital with a maximum surgi-
cal benefit of $300 plus coverage
for other medical expenses. The

Continued on page 65
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GOP expresses strong interest , 4

, '64

in con tro versia/ safety measure /,11(/11j,rrk

'- ..1

WASHINGTON-The Repub- noted that there were over 14,000 sion of the bill as reported out of
•faDlican Administration has backed work-connected deaths and 2 the House education and labor

·Ali,at least some form of the contro- million disabling injuries in all committee, and Rep James
versial occupational safety and industry categories m 1967- 0'Hara, (D, Mich ) introduced

ROLEX

health bill that ran into heavy with a fifth of the deaths and safety legislation which is
flack from industry last year 11% of disabling injuries coming stronger than the other two

Under Secretary of Labor from the construction industry The three bills have been as-
James D Hodgson this month He cited these key provisions signed to the education and labor \V
expressed "strong interest" in of the construction safety and committee's select labor subcom-
the measure, which would au- health measure· mittee, but a source close to the 1 1, jthorize the Labor Department to • The safety and health pro- committee said it hadn't yet been
inspect any area where work lS tection would be written into the determined when hearings
being performed and if neces- contract would be held on the legislation In its first submarine pilot policy Constitution Life Insurance Co, Chicago,
sary close down plants if safety • If the Secretary of Labor He added, however, that in- has insured Deloye J McDonald, International Hydrodynamics, for
conditions don't come up to stan- finds a violation of this protec- dustry didn't seem as hostile to- $325,000 The Vancouver, B C, pilot will be working in depths as great
dards. tion, the government agency for ward the measure this year, and as 6,500 feet in his ship Pisces His key-man life coverage was made

Mr Hodgson also endorsed which the work is being done he predicted that "they may be payable to his employer International Hydrodynamics manufactures sub-
legislation to protect the health could-after due process of law willing to accept a reasonable" marines and uses them to place undersea well heads for oil rigs and to
and safety of workers in the con- -cancel the contract rneasure photograph fishing nets
struction industry where Fed- • The bill substantially adopts The bill given the best chance
eral contracts are involved the Walsh-Healey Act provisions of enactment 18 the one spon-

authorizing the Secretary of sored by Rep Hathaway This Small business to getWHILE CONSTRUCTION rep- Labor to debar contract violators version provides for the use of
resents one of the most haz- for three years consensus safety standards, such
ardous industries, Mr Hodgson as those formulated by the U S
said, "it is, in perspective, only a WHEREAS THE Johnson Ad- Standards Institute, rather than U.S. flood insurance
part of the general problem, it mistration put one occupational relying on standards formulated

WASHINGTON, D C -Gov- 30 Dwelling flood insurance cov-does not represent the whole health and safety bill into the entirely by the Labor Depart-
ernment subsidy for flood dam- erage will provide for $17,500 ag-problem " legislative hopper in the 90th ment

He said that the Labor Depart- Congress, so far ln this session Also, the bill would allow age insurance for small business gregate liability for any dwell-
ment's position is that some sort three separate safety bills have states to come up with their own will be made available in about ing, and $30,000 for duplex and
of "comprehensive" approach been introduced plans for safety requirements one year, it was announced by apartment buildings Liability

the Federal Insurance Adminis- for contents will be $5,000 pertoward improving the working Rep Carl Perkins (D Ky.), and to enforce their own rules,
tration of the U S Department of dwelling unitconditions and practices of all in- chairman of the House education subJect to the approval of the
Housing & Urban Development Actual participation of smalldustries, including construction, and labor committee, reintro- Labor Department Under the

The national flood insurance business in the flood insuranceis needed duced the old Johnson bill exact- Johnson bill, the department
program, established under the program will take place afterMr Hodgson made his re- ly as it was introduced in the last would have had to cede to the
Housing & Urban Development rate studies are made This willmarks during testimony on the session Rep Wilham Hathaway states the right to come up with
Act of 1968, will be implemented take about 12 months, accordingconstruction bill before the (D, Me ) reintroduced the ver- standards
in two phases Owners of one-to- to advice from HUD Small busi-House select subcommittee on

four family homes in flood-prone ness coverage will be limited tolabor He said the Labor Depart-
ment "was not yet prepared to Safety Act would cut areas will constitute the first $30,000 aggregate liability for

stage of the program any single structure, and $5,000speak to the provisions of this
The Federal Insurance Admin- aggregate liability per unit forconstruction safety bill or a gen-

istration reports that four or five contentseral bill premiums: Peterson areas are under consideration
presently, and it is expected that THE PROGRAM was estab-"I'M SURE YOU can apprect-

WASHINGTON-"Passage of workers are found) would re- finalization of rating methods lished under the Housing & Ur-ate that we need more time to
the Occupational Health and ceive technical services from the will be worked out and programs ban Development Act of 1968 towork out details of such legisla-
Safety bill would standardize the states to help them correct un- executed in these areas by June Continued on page 70tion "

In his testimony Mr Hodgson Standards," Mrs Esther Peter- safe conditions "We are not out
son, a former Assistant Secre- to hunt down people for errors,"
tary of Labor, told Business In- she said "We want to helpNebraska insurance Earthquake scaressurance them "

chief predicts OK Now the legislative represen- Since few small businesses and

of 'free market' bill tative for the Amalgamated industries can afford good health rock San Fran ciscoClothing Workers of America, and safety programs of their
LINCOLN, Neb -Insur- AFL-CIO, Mrs. Peterson said the own, and end up cutting corners, SAN FRANCISCO-April is surance to homeowners m theance Commissioner Benjamin bill would provide not only the enforcement of uniform stan- nearly over and San Fran- first few months of 1969 than heC Neff Jr predicted to Bust- uniform health and safety safe- dards would "remove this basis cisco still stands has in the past 10 yearsne. s Insurance that the Ne-

guards but also the enforcement of competition," she said Insurance brokers, however,braska legislature will adopt procedures to make them effec- Mrs Peterson warned that the are still "up to our ears" in a 64

CALLS ARE STILL cominga bill regulating nonadmitted tive same "stiff opposition" by the minlboom in the earthquake in- in, even though the earthquakeinsurers that will include an
Business and industry would U S Chamber of Commerce, the surance business has not struck yet," he noted, ap-industrial insured exclusion collect a substantial' saving in in- National Assn of Manufacturers By now probably most of the parently coming from cautiousto permit free markets for surance premiums, Mrs Peter- and insurance companies that nation knows about the predic- types trying to make a new kindcorporate insurance buyers son told this magazine, by fol- killed a similar measure in the tions of doom from mystic vibra- of a deadline

"I would not support such a lowing these guidelines and thus last Congress is underway tions of literally dozens of seers Mid-April was the target datebill," the commissioner said, putting themselves in a lower The U S lags behind most who have been prophesying the by which time, according to most"but on the other hand I risk category other industrialized nations in greatest earthquake in history of the prophets, San Franciscowouldn't fight one either " Mr She emphasized particularly occupational health and safety, would devastate this city would have been laid wasteNeff said that adoption of such that small businesses of 500 em- she charged, and "we are not im- One broker based here reports Another broker with officesa provision would not solve ployes or less (where most proving " • he has sold more earthquake in- here and in nearby suburbanthe problem of insurance
San Mateo, reported he has beentaxes leal(ing from Nebraska
receiving "at least five calls a

"By placing business with
agents outside of the state and Automatic Electric's 11 unions sue week resulting in the sale of

one or two earthquake policieswith nonadmitted insurers, each week
major corporations including
railroads and airlines are not Blue plans, employer on rebate Most of the calls have come

from the Westlake and Daly Citypaying an appropriate share areas of San Francisco Both of
of insurance taxes in Nebra- CHICAGO-A suit against matic Electric had "no comment" in breach of their allegation as these shook the hardest in theska," he said Illinois Blue Cross-Blue Shield on the suit Illinois Blue Cross- trustee and/or agent, failed to city's last big quake, in 1957

Commissioner Neff esti- and Automatic Electric Co has Blue Shield has also declined to
comply with their duty to investmated that more than one- been filed ln Federal district make a statement about the suit WHILE HOME OWNERS withso that interest could be earned,"half of the surplus lines busi- court here by 11 unions repre- The suit ,alleges that during earthquake insurance still repre-1 the suit chargesness placed by Nebraska senting 10,000 Automatic em- the period frorn 1959 to Dec , sent a minority of about 1 %, the

The suit also alleges that Bluebusinesses do not yield tax ployes, 1967, "various plaintiffs asked inquiries came quick and fast,
repenues for the state He ex- At issue are dividends from a Automatic Electric if any divi- Cross-Blue Shield "improperly fast enough that the Insurance
pressed concern that adoption group hospitalization plan for dends were earned and were told paid Automatic Electric the sum Brokers Association of Califor-
of an industrial insured exclu. which the employes paid the that no dividends had been of $112,493 70 which represents a nia invited a geologist from the
sion "will chase insurance premiums, according to the suit earned " dividend which should have been National Center for Earthquake
business away from the The suit charges that m the Between April 1, 1959, and paid to the employes " Research at Menlo Park to brief
state " past premiums paid were in ex- April 1,1966, the dividends were some 50 local insurance men on

Adoption of industrial in. cess of the paid claims and the $10,506 16, according to the IN ADDITION, the suit con- the geological hazards in the Bay
sured exclusions in all nonad- cost of administering the plan It charges From April 1, 1966, to tends that "Blue Cross-Blue Area
mitted insurer bills has been is alleged that the difference

Dec 1, 1966, $113,87260 in divi- Shield is now holding the sum of To fully insure a $30,000 homeendorsed by the American should have been placed in a
fund to earn interest for the em- dends were allegedly earned $247,745 15, which it claims is for three years costs about $160 aSociety of Insurance Manage-
ployes "Beginning on Dec 1,1966, and all that is due plaintiffs as divi- year But the earthquake policyment, which is leading the

continuing to date, the dividends dends carries a big deductible clause,fight for the exclusion in state
A COMPANY SPOKESMAN have been earned in excess of The unions are requesting a with the home owner paying'thelegislatures

told Business Insurance Auto- $400,000, all of which defendants, complete accounting first $1,500 in damage

--
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Mir washington watch
Senate report questions if pension
bi//s can avert Federa/ takeover

WASHINGTON-A relatively
large and very vocal group of
legislators has been pushing for
the past five years or so to estab-
lish minimum Federal standards

for vesting, funding, reinsurance
and portability of private pen-
sion plans.

They have never had active
White House support, nor have
they been threateningly close to
getting their proposals through
Congress. But they have been
gaining ground each year and

the fight is by no means over.
The success of the opposition

has been based primarily on two
simple points. The first is that the
nation's private pension plan
system fills a very important so-
cial need and nothing should be
done that might impede the ex-
ceptionally rapid growth that
this system has experienced in
the past two decades. Strict vest-

ing, funding, reinsurance and
portability requirements would
do just that, it is claimed, since

these would make pension glans
much more expensive.

THE OTHER point is that
Congress generally reacls r:ther

than acts. Oil must pour over
California beaches befcre Con-

gress looks into the potential
problems of offshore drilling.
Likewise, children must slarve
and fish must die by the hun-
dreds before hunger and water

pollution catch Congress' eye.
No catastrophe has been con-

nected with private pension
plans large enough to spur fed-
eral action. The hottest Congress
ever became over the issue was
when Studebaker went out of

business and a relatively large
number of workers lost t.heir

pensions.

However, the type of catastro-
phe that would move Congress to
action is in the making in the
form of increasing numbers of
oldsters-both in percent and in
the absolute-with incomes be-

low the poverty level.

While the extremely rapid
growth of private pensions has
done much to slow this trend,
their role in reversing it is likely
not to be in further growth but

in more reliably covering the
segment of the population that
they presently' serve. This
means, vesting, funding, reinsur-

ance, portability and better wid-
ow benef.ts.

THE FIRST overall look at the

-
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During the past eight years, The Boston Globe has made news
with surging circulation gains that have rated the headline:
Boston's leading newspaper. Leadership of this kind calls for
insurance coverage that rates solid feature han-.. '
dling. One that is imaginative enough to make raige
news of its own. We deliver it with a combina- OBrion
tion of knowledge and experience. Shouldn't
we be covering your insurance needs? Russell

BOSTON • NEW YORK • PORTLAND · LOS ANGELES • ATLANTA · HARTFORC • MANCHESTER • HOUSTON

types o f solutions for income
problems of the aged that are
being considered by Congres-
sional liberals was provided re-
cently in the form of a report by
the Senate special committee on
aging, which plans to hold ex-
tensive hearings into the matter.

While the report stresses the
potential good in the "expansion
and broadening" of private pen-
sion plans, it raises some serious
questions about the route to be
taken in pursuing this goal.

A key question asked by the
report is, "What are the possibili-
ties that changes in the existing
private pension plan structure
could significantly raise retire-
ment incomes in the future?"

Also asked is, "What are the po-
tentials for increasing private
pension plan coverage and the
vesting of benefits through new
institutional arrangements-for
example. a Federal program of
voluntary supplemental group
annuities with contributions ful-

ly and immediately vested and
completely cumulative?"

The very real question raised
by the report, therefore, is not
whether strict vesting, funding,
reinsurance, portability and wid-
ow benefit requirements would
guarantee the private pension
plan systern an integral part in
an all-out federal attack on pov-
erty among the aged. But,
whether such moves would ac-

tually be enough to avert a com-
plete Federal takeover.

AS FAR AS the current sys-
tem playing a meaningful role in
the picture the report is skepti-
cal. In italics, it states that "a
large rise in the level of private
pension benefits would be neces-

sary to signilicantly increase the
nu'mber of retired individuals
living in relative prosperitv."

It continues, "because a sig-
nificant number of retired units

are not now covered by private
pension plans and because large

gaps in coverage are likely to
continue to exist in the future,
manv 'retired unit incomes would
be unafrected by these private
pension benejit increases."

Wh ile more of tomorrow's

aged will receive income from
private pensions, the report
states, "there is no cause for
complacency about this source of
income in the future in view of a

number of considerations."

It continues that "even under

earlier projections now known
to be too optimistic, only a third

to two-fifths of all aged persons
in 1980 were expected to have
income from private group pen-
sions."

And, "the fact that pension

coverage is concentrated among
higher paid workers will mean
that those in the greatest need in
old age will be least likely to
receive private pensions."

In addition, the report contin-
ues, "virtually none of the thou-
sands of private pension plans
makes provision for adjusting
the benefit of the retired worker

to increases in living costs. And
the usual plan provides very lit-
tle protection for survivors."

The report cites a 1962 Bureau
of Labor Statistics study that
found that "only half the plans
surveyed had a widow's benefit
option;·that to collect a widow's
benefit under most of these

plans, the covered worker had to
die after retirement; and where
the widow option actually
existed, it was necessary fnr the
worker to give up one-fifth of his
pension in order to provide his
wife with on-half of the reduced

benefit. To give his widow a ben-
efit equal to the full amount of
the reduced benefit, the work-
er's pension was reduced by
about a third." The result, the
report continues, was to "severe-
ly discourage use of the option." •
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Why is Dr. Roger Maas so nosy about noise?
Because that's his business.

He's a professional audiologist. A noise and hearing-conservation expert. And he works for us.
He's the only full-time audiologist employed by an insurance company in the United States.

Half the workers in American factories. mills and shops work in areas with noise problems.It could make them deaf. Slowly but surely. It wastes manpower. And money.
Roger Maas and his teammate. noise analyst Bob Young, help our policyholders with noise problems.They evaluate problems. recommend controls. and help train personnel in noise reduction. Our peoplewere pioneers in the vital field of hearing conservation. Their knowledge and counsel is available topolicyholders who want to achieve permanent results in their hearing conservation programs.
If you're interested. write to us at Wausau. Wisconsin. and ask us to send you our brochure:"The Hear and How!" For a more detailed discussion. ask for "Industrial Noise and

Hearing Protection." or for technical specifics. ask for "Guide for Industrial AudiometricTechnicians." Single copies free.

HEAR TRS
NOW HEAR THIS! This unique hearing exhibit. the only one of its kind in the
nation, was produced and sponsored by Employers Insurance of Wausau. It is on
annual display (May-October) at the Museum of Medical Progress in Prairie du

I Chien. Wisconsin. as well as loaned to such organizations as American Industrial' f Hygiene Association, American Association of Industrial Nurses, Industfial
Medicine Association. State Medical Society of Wisconsin, etc.

Employers insurance of la[JSAr
THE BUSINESS-INSURANCE PEOPLE · 227 OFFICES COAST TO COAST



Levinson exhorts buyers, sellers
to return profits to U.S. market

NEW YORK-"Except for the initiated a "business-like and "even at its healthiest," will
occasional rare single action that sensible" approach in getting never be in a position -0 handle
exhibits planned programming, back on a profitable basis. all the insurance coverage
the American insurance industry needed by the U.S. market.
as a whole acts as though lack of LLOYD'S, SAID Mr. Levinson, "While openly competing in the
capacity had joined death and increased prices and cut sonne past on many risks with the
taxes as inevitable facts of our coverage on its regular business. American market, there isn't
lifetime." "On reinsurance they also in- much chance that in the immedi-

So said Charles F. Levinson, creased their charges in line with ate future they will participate
insurance manager of the Port of claims experience but, better on the jumbo risk for more than
New York Authority, in calling still, instituted a more searching 50% of the line except for rare

for both buyers and sellers to underwriting attitude asking far cases," Mr. Levinson predicted.
work "toward the rebuilding of more comprehensive methods of
our insurance industry into a determining when and to what THE U.S. MARKET should
profitable business." extent Lloyd's was to participate step in to take up the slack, the

Mr. Levinson, speaking to a in a treaty." insurance executive said, but the
joint meeting of the American Mr. Levinson said he would industry "always seems to feel
Society of Insurance Manage- "hazard a guess that the next capacity is someone else's prob-
ment and the Chartered Proper- three years' experience of lem-not theirs."

ty & Casualty Underwriters, re- Lloyd's will be profitable." "The plain truth is that m6st
counted how Lloyd's of London The Lloyd's market, however. American companies are not

GENERAL

making money on their insur-
ance operation," Mr. Levinson
said. For many years insurance
companies operated "with about
a 50% loss ratio on their prin-
cipal classes of business. They
made, in many cases, a 10% prof-
it after paying their expenses.
Add a few percent more on the
investments portfolio and they
could well justify taking a flyer
on the jumbo or speciality lines,
or increasing their sales by be-
coming more liberal in their un-
derwriting.

"Compare this now with 68%
loss ratios as a common occur-

renee leading to year after year
underwriting losses that in some
cases even higher investment in-
comes cannot overcome," Mr.
Levinson told his audience. In

this atmosphere the underwriter
never can justify "sticking his
neck out" by approving a large
participation in a special line, he

added, especially in this age of
acquisition and conglomeration.

REINSURANCE CORPORATION
ALL FIRE, CASUALTY, ACCIDENT AND SICKNESS, BONDING, AVIATION AND MARINE LINES

Home Office: 400 Park Avenue ' » Offices in Atlanta, Chicago, Dallas, Los Angeles
New York, New York 10022 San Francisco. Toronto and Montreal

Affiliates in Stockholm, Zurich. Sydney. London, Athens. Madrid and Rio de Janeiro.

FINANCIAL STATEMENT, December 31, 1968

LiabilitiesAssets

Investments:

United States Government Bonds.

Other Bonds

Preferred Stocks.

Stocks of Subsidiary and
Affiliated Companies.

Other Common Stocks

Total.

Cash in Banks and Office.

Premium Balances in Course of Collection

(not over 90 days due).
Accrued Interest  

Other Admitted Assets.

Total Admitted Assets.

$ 23,312,675
197,206,830

15,432,290

18,352,377
93,656,406

$347,960,578

4,923,905

18,069,451
3,003,345

14,348,642

$388,305,921

Reserve for Claims and Claim Expenses.
Reserve for Unearned Premiums

Funds Held Under Reinsurance Treaties

Reserve for Commissions, Taxes and

Other Liabilities.

Total Liabilities 

Capital (shares authorized 1,000,000; out-
standing 726,000; par value $10 each)

Surplus

Surplus to Policyholders.

Total.

$143,044,647

91,269,367

11,834,313

18,348,530

$264,496,857

$ 7,260,000

116,549,064

$123,809,064

1388,305,921

Securities carried at $14,736,359 in the above statenient are deposited as required by law. Bonds and stocks owned are valued
in accordance with the requirements of the National Association of Insurance Commimioners If bonds were valued at market
quotations, Surplus to Policyholders would be $90,208,744.

Board of Directors

ROBERT L BRADDOCK
President
New York, N. Y.

HARLLEE BRANCH, JR.
Chairman

The Southern Company
Atlanta, Ga.

JEAN-PIERRE BRUDERER
Executive Vice President
Electro-Watt
Zurich. Switzerland

HENRY C. BRUNIE
Trustee

The Bank of New York
New York, N. Y.

CHARLES W. BUEK
President
The United States Trust

Company of New York
New York,N.Y.

JAMES A. CATHCART, JR.
Chairman of the Board
New York. N. Y

CARL DE GEER
Executiue Vice President
Stockholms Enskitda Bank
Stockholm, Sweden

JOHN A. FULLER
Director

The Bell Telephone Company
of Canada
Montreal, Quebec, Canada

ALBERT J. HETTIN(SER, JR.

Lamrd Frires & Company
New York, N. Y.

WILLIAM A. HOBBS

Director of Development
and Public Affairs
University of Virginia
Charlottesuille, Va

LUTHER G. HOLBROOK
Vice President and Governor
T. Metion and Sons

Pittsburgh, Pa.

REED O. HUNT
Chairman

Croum Zellerbath Corporation
Sari Francisco, Cal.

N. BAXTER JACKSON

Honorary Chairman,
International Advisory Board
Chemicai Bank
New York, N.Y.

EDWARD G. LOWRY, JR.
Peterborough, N. H.

ANDREW W. MATHIESON
Vice President and Governor
T. Mellon and Sons

Pittsburgh, Pa.

HARVEY MOLE
President

United States Steel and
Carnegie Pension Fund, inc.
Nef York, N.Y.

FREDERICK L. MOORE
Vice President and Director

Kidder, Peabody & Co., Inc.
New York, N. Y.

FREDERICK K. TRASK. JR.
Payson & Trask
New York, N. Y.

ETHELBERT WARFIELD
Sattertee, Wartield
& Stephens, asqs.
New York. N. Y.

ONCE THE INSURERS see a
profitable future, "they will
again court the insurance buyer
as before," Mr. Levinson main-
tained. "Capacity will open up to
unbelievable limits."

To illustrate that capacity is
available now, Mr. Levinson

pointed to the nuclear pools,
which he said are writing a total
of $164 million subject to one loss
at many locations in the U.S.
Only one-third of that figure, he
said, is reinsured in Lloyd's and
abroad.

"Remember this is all subject
to one loss. Also remember that

while most large companies are
members of these pools, hun-
dreds of good-sized carriers are
not participating. Also remember
the latest increase of this nuclear

pool capacity from $148 million
to $164 million was as of Jan. 1,
1969, even in the face of the car-
riers' lack of desire to increase

capacity in other areas," Mr.
Levinson said.

"COULD IT BE that the pool
members were influenced by
U.S. governmental pressure for
capacity as they originally were
when the pools were formed?"

Mr. Levinson said that if all

premiums were upped 10%

across the board, every "well
managed" carrier in the U.S.
should show an underwriting
profit this year.

"If it means that as an insur-

ance buyer I have to pay more
for my organization's coverage,
it's up to me to sell my concern
on this. If as a member of both

ASIM and CPCU I can persuade
members of these organizations
of the benefit of backing good
'file and use' laws in the various

states, then, I will do that." •

W. R. Coleman
to Mohawk

AKRON, 0.-William R. Cole-
man, 43, has been named insur-
ance manager of the Mohawk
Rubber Co. He will be responsi-
ble for employe benefits, proper-
ty and liability insurance.

Prior to joining Mohawk, Mr.
Coleman was an agent for Met-
ropolitan Life Insurance Co. for
17 years and last year was direc-
toi· of public service for the city
of Cuyahoga Falls, 0.

Mr. Coleman is a member of a

William R. Coleman

citizen's advisory commission for
community improvements and a
former city councilman.

Mr. Coleman said his first task

would be working out a transi-
tion in the employe benefits area.
Last year Mohawk changed to
the Travelers Group for its em-
ploye benefits coverages. The
department is in the process of
sending out new certificates and
other brochures.

On Jan. 1, Mohawk expanded
ernploye benefits coverages for
its subsidiary companies. In ad-
dition the department is consoli-
dating coverages for two acquisi-
tions Mohawk made last year.

Mr. Coleman replaced Ron
Dade, who left the company to
work in the personnel area for a
local firm. •



66 This $300 suit is going
to cost this hotel $300,000

beforeI'mthrough."
When a guest makes noises like that, you don't need an

insurance policy. You need an insurance company. And, preferably,
one with guts.

Consolidated is known as one of the tough. no-nonsense
companies. But with a difference. We've got guts enough to relax
and try a little tact.

For instance, our fashionable friend, here, became our
fast friend when presented with a generous gift certificate from
an exclusive haberdashery.

So you'll find that getting everybody mcluding
outspoken claimants-off the hook is usually our
approach to claims. And keeping everybody Including 4
hotel engineering departments- on their toes is our
approach to accident control.

A lot of the latter keeps us in fighting tnrn foi the
former. And a lot of both keeps our loss ratios low

Which means we're one of the few property and
casualty companies around with guts enough tc
take you on even if your premiums turn out to
be peanuts.

We can afford to be a little generous

But we'd rather you didn't spread it around-
It just might ruin our hard-nosed reputation

/1*f\Consolidated Insurance Companies
91*- -7 345 Adams Street, Brooklyn, New York

Whenyou need a company. Not just a policm

.
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Lawyer sees ma/practice awards
reaching $5 million in five years

COLUMBUS, 0.-A lawyer
specializing in medical malprac-
tice cases predicted that within
three to five years awards for

malpractice will reach $5 mil-
lion.

Albert Averbach, a New York
attorney, made the prediction tc

perhaps your
business could

keep going
without you,
but could you
keep going
withoutyour

.

business ?
Take good care- of your business
- with our help. We're the insurance
brokers that keep you going.

ELIEL mid LOEB COMPANY

'75 West Jackson Boute,ard

Chicago, Illinois 6C604
312 /WA 2-19el

Beverly Hills/Phi'adefohia

several hundred Ohio doctors at
a symposium here.

The la-wyer told the doctors
that about 10-000 new malprac-
tice suits will be filed within the
next 12 months.

HE LISTED SOME recent

verdicts: $1.5 million awarded in
a case invclving anesthesia,
which turned the patient "into
a basket casef $12 million
awaIded to an 11-year-old boy
who lost all tis hair because of
"over-radiation" in treating ring
worm and who is "faced with the

threat of cancer" as s result of
the treatment

Mr. Averbach was one of the
speakers for an all-day program
on Nroblems in medicine, :pon-
sored by Lederle Laboratiries,
the Ohio Academy of General
Practice and the Ohio State Uni-
versity college of medicine.

The attorney said she doctors
snould ' stop the nonsense of
those television shows," suih as
those bearing the seal of approv-
al from the American Medical
Assn.

HE SAID SUCH shows hurt

the image of :he medical profes-
sion along wish a growing -ist of
negative books written by physi-
cians and the articles seen with
frequency in magazines dwalling
on malpractice.

"It is a sad state of affairs when
a lawyer has to come before you
and tell you you are permitting

 your proiess.on to go by the
board" he roared.

"A few years ago, :he patient
' didn't sue the doctcr. Now he

will sue when he sees the big
house on the hill and the Bentley
in th€ garage

"MANY CASES COMING to

my office wouldn't see the light
of day if,:on the death of a male
or female in the fami. y, the phys-
.cians had commisserated with
:he family and talked to them.

"People can excusE an honest
mistake, but the doctor must
own up to it," m

YOUR
CORPORATE INSURANCE

PROBLEMS NEED

PROFESSIONAL ATTENTION!

CORPORATE INSURANCE BROKERS SINCE 1919
PHONE: WEBSTER 9-7000/ 111 WEST JACKSON BOULEVARC · CHICAGO 60604

Corresponde.zts Throughout the World
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Info fof Buyers offers ma-
terial that Business Insurance
believes will be of value to
its readers. The complete
name and address of each sup-
plier of informati6n is listed
so that readers can. write di-

rectly to the publisher, simply
saying that they saw the item
in Business Insurance.

Readers are invited to sub-

mit items for inclusion in this
column. A sample of the lit-
erature should be sent to:

Info for Buyers, Business In-
surance; 740 Rush Street, Chi-
cago 60611.

• Information on the Sonitrol

Security System is available by
writing Sonitrol Corp„ Daleville,
Ind. 47334. One of the features of

the system is that every sound in
a building is picked up, pro-
cessed, and sent to a central mon-
itoring point so that entry cannot
be gained through walls or roof.
In case·of line breakage or delib-
erate jamming attempts a signal
is given to notify the operator.
No warning is given to scare bur-
glars away, assuring convictions.
Equipment is completely auto-
matic and each unit is fully in-
terchangeable and self-con-
tained.

• Single copies of Rain ... Snow
. . . Floods Hamper Firemen 1 are
free from S.. G. Johnson, Im-
proved Risk Mutuals, 15 N.
Broadway, White Plains, N.Y.
10601. The four-page brochure
discusses the fact that floods and

fires go hand-in-hand and tells
what to do;«before and_during a
flood. Precautions for flooded

buildings and tips for safety
through long-term planning and
maintenance are highlighted.

• Prestressed Concrete Resists
Fire! is a 10-page ·brochure de-
scribing the material's inherent
resistance to fire damage and the
insurance cost factors involved

in its use. Building problems are
also covered in the literature and
a table illustrates insurance costs

for four typical buildings which
use prestressed concrete. Write
the Prestressed Concrete Insti-

tute, 205 W. Wacker Dr., Chicago,
Ill. 60606.

• Stewart, Smith has published
an S.E.C. Liability Insurance
brochure to help protect those
concerned with the public offer-
ings of securities. It explains the
nature and requirements of the
Federal Securities Acts of 1933
and 1934, the scope of liability
insurance coverage and why it is
needed. Supplies of the brochure
can be obtained by insurance
brokers and agents frorn any
Stewart, Smith office in New
York, Chicago, Los Angeles,
Philadelphia, Boston or Miami.

• Johnson Service Co., P.O. Box
456, Carrollton, Tex. 75006, has
released several pieces of infor-
mation on its G-1 Microwave Mo-
tion Detector and associated

components. The manufacturer
states that the detector is not
affected by noise, air motion or
temperature variations and that
the alarm relay connection can
be made to a local alarm device
or to a telephone line for remote
monitoring.

• An illustrated release from

Shaw-Walker, Only the Victims
Know ,.., describes fire files,
which protect records and files
from disintegration during fires.
For a free copy of the item, write
the company at 32 Division St.,
Muskegon, Mich. 49443.

• A recent article in Forbes

magazine states that the courts
are becoming. increasingly sym-
pathetie to the shareholder and
that "it is definitely easier to
bring a shareholder suit today
than it used to be." Protection

against loss and heavy legal
costs from these suits has been
available for several years and
the Stewart, Smith companies
:have updated their brochure on
the subject of directors and offi-
cers liability insurance to in-
clude new information on IRS

ax rulings on these premiums,
policy forms and recent data on
;tockholder suits. Copies are
cree from any Stewart, Smith of-

rice in New York, Chicago, Los
Angeles, Philadelphia, Boston,
or Miami.

.

• A 16-page brochure outlining
in case-history.form services that
corporation counsel may obtain
from Lawyers Title Insurance
Corp. is offered free. Cases in
land acquisition, refinancing,

merger, and employe transfer
are presented. For a copy of
What Is a National Division,

write to the corporation at P.O.
Box 6-J, Richmond, Va. 23215.

• A two-page pamphlet intro-
ducing Starr Technical Risks
Agency Inc. as a new insurance
market for oil and petrochemical
risks is free from the agency at
102 Maiden Ln., New York, N.Y.
10005. It explains why the agency
was formed and gives examples
of installations and typical per-
ils covered.

• Five to Drive By is a brief,
illustrated pamphlet released by
the National Safety Council to
discuss the five features of the

professional driving job. When
requesting the booklet, ask for
#294.05. The council is located at

425 N. Michigan Ave., Chicago,
Ill. 60611.

• Bayly, Martin & Fay, Inc., in-
ternational insurance brokers,
have published a booklet entitled
Engineered Insurance and Risk
Management Counsel. A table
coordinating loss exposure and
available protection is included,
as well as a chart explaining
what the client should expect
from the broker and what the

broker expects from the client.
For a free copy, write William
M. Bauman at the company at
3200 Wilshire Blvd., Los Angeles,
Cal. 90005.

• In 1968 a bill requiring that
adequate security measures be
taken by all financial institutions
under the jurisdiction of Federal
regulatory agencies went into
effect. One of the security stan-
dards called for was automatic
recorded visual surveillance for

all banking areas carrying on
cash transactions. A closed-cir-

cuit video surveillance system,
providing 60 hours of continuous
bank surveillance, has been

jointly developed by Diebold,
Inc. and the Ampex Corp. The
videotape recorder can scan a
complete line of teller stations
providing surveillance for up to
two weeks on a single role of
tape. For further · information,
write Jay DeBow & Partners
Inc., 40 E. 49th St., New York,
N.Y. 10017.

• Copies of Fringe Benefits in
the Conglomerate Company, an
eight-page address by Geoffrey
N. Calvert of Alexander & Alex-
ander Inc., are available from
the personnel coverages division
of the company at 225 Broadway,
New. York, N.Y. 10007. The talk
details, with examples, pitfalls
affecting mergers and problems
peculiar to the conglomerate.
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• Alcoholism in Industry-Mod-
ern Procedures 8 a pamphlet
pliblished by the Christopher D UAL promotes Wa//er B. SmithSmithers Foundation Inc, 41 E ffi'

57th St , New ¥ork, N Y 10022 + CHICAGO;Waller , B Smith der the supervision of the vp ln AT UNITED, Mr Smith said, 5The item, designed for top man- has been promoted at United Air charge of public relations Be- "we have the same problem as 0- -
agement down through the Lines to the position of director cause of the unusual organiza-, everybody else"-capacity He -i-I-1.IT' 5aranks of supervisors and fore- of insurance.

tion structure, he also did some views the problem as a money . 6?Illymen, deals with the essentials Formerly manager of corpo- public relations work along with manket problemI which are encountered and must rate insurance and claims, Mr his insurance and other financial
be treated by all company super- Smith replaces Jerry Eckley, In the kir line industry, theresponsibilities \1

new director of insurance said,vision in handling alcoholism as who retired Thd position makes Looking back on his experi- "we buy a great deal of insur-an employe illness For details on Mr Smith responsible for all ence at Capital, Mr Smith said, ance " What is needed, he added, --

price, write the foundation
policy-making decisions for em- "I got a better feel for the com- is new money markets He men-
ploye, property and liability in- pany" working in various capaci- tioned life and mutual insurance• Produced by the Fire Protec. surance, in addition to adminis- ties

companies as possible sources fortion Assn London, The Nature of tering the insurance department The public relations work, he ' these funds
Fire provides basic facts about and dealing with top manage-

said, made him anticipate corpo- Mr Smith explained, "I re-,fire and' its Control Behind the ment about insurance matters
film is the idea that if people rate problems and exercise member my first negotiation for Waller B. SmithMr Smith began his risk man- Judgment in deciding about m- insurance, we had a $6 8 millionknow what fire lS, they will more agement career when he Joined surance matters
readily know how to avoid the Capital Air Lines ip 1946 as di-

fleet to insure "

Prior to Joining Capital, Mr dustry has responded to our
acts which lead to fire Drama- rector of insurance and assistant Today, Mr Smith is responsi- needs "

Smith practiced law He con- ble for insuring a $2 billion fleettized situations and laboratory to the secretary In 1961, Capital tends that his study of law at He now adds $9 million worth of UNDER THE new director ofdemonstrations illustrate the merged with United
points made To purchase the 19- George Washington University planes to his insurance coverage insurance are five men and four

has proved to be "very useful as a normal routine of business women in management rolesminute film (cost is $140) write AT CAPITAL, Mr Smith told training" for insurance manage- "In spite of our criticism," Mr Robert Fredrickson, the claimsPiiblications Dept, National Fire Buszness Insurance, he was un- ment
Protection Assn, 60 Battery- Smith added,"'the insurance in-- -Conttnued on page 10
march St, Boston, Mass 02110
Checks should be made payable r
to NFPA For information on j

rentals, contact the association Let Kemper Engineers
• A 20-page bulletin on press
and press-bralie safety is avail- - stop tlY

.. r€.
abld free by writing, on your i

company letterhead, to Dreis &

ty Dept , 7400 S Loomis Blvd, before the vibrations step you. .·

Krump Manufacturing Co, Safe-
t

Chicago, Ill 60636 Before It's
-Too Late embodies much of

the safety ..experience and many 1 .i 'Ssafety precedents as established
t

by maJor metalforming manu- , .1

tifacturers and universally recog-
nized safety-minded organiza- 1 .

tions Common hazardous prac-, « 5 -
tices are specifically mentioned hk\\and the latest safety controls are .-1

shown or indicated in the bulle- **4. 1

. iIr: 1,C ,
tin

.

'-i
/ 1,

r/ 1, Id•Split Dollar-Simple and Use-
ful is an article reprinted from *

1

the Journal of the American So- 'fclety of Chartered Life Under- t

writers The split dollar concept
and revenue 'rulings pertaining
to it are reviewed, and 111US-
trated with tables, in the 15-page

..

, item The .concept of the split ...Ai 11
dollar plan is usually that the *j! ,
insured lS a key business ern- , r r
ploye who is helped by the em- -*

ployer to insure his life by "split-
*ting" the cost of the premium 4 4..

This is done in accordance with a ..

formula by which the employer I ...Z
will make some recovery if the
employe dies or terminates em- 4

ployment The reprint is free by d N /67
writing Vincent G Mercer, Di-

'

rector of Advance Sales Market- 14 --
-.

ing, Continental Assurance Co,
Chicago, Ill 60604

1:-

*f« 4/

• Property Protection during
Civil Disturbances is a detailed
check list from Factory Insur- »4 *Tit44

IT J ..:

ance Assn Organizational plan-
I .

are the two main topics of the

1
ning and -protective equipment 4 j

brochure, which was designed to
. 1 -- U I

help plant managements develop
appropriate emergency plans Measurement of vibration at inboard bearing of a steam turbine driving a high-speed centrifugal compressor.
Copies may be obtained by writ-
ing the association at,300 W The company whose boiler and machinery . age of protection you get when your boiler
Adams St, Chicago; Ill 60606 is insured by Kemper Insurance is getting the and machinery are insured under the Kemper

0 most for its insurance dollars For example, Flagt

our loss control engineers are equipped to• A revised edition of the Indus- Kemper engineers are also trained and
trial Fire Brigades Training help you ayoid costly unscheduled produc- equipped to work with yOU in industrial
Manual, 150 pages, is available tion interruptions hygiene, loss control,occupational health andfor $5 00 a copy from the Nation-
al Fire Protection Assn, 60 Bat- Take vibrations inyourrotating machinery education training For more information,
terymarch St, Boston, Mass -precise determinations of this Inherently write Walter White, Vice President, Kemper

-02110 It covers organizing and diingerous problem can be checked with elec- Insura'nce, 4750 Sheridan Road, Chicago,
training a property fire brigade, tronic vibrometers-but, this is only one of Illinois 60640. I

fire-fighting practice with auto- the many tools of scientific loss control we L. --
matic sprinklers, fire causes and use to minimize your problem.- -

hazards, fire extinguishers,,and Let us worry about your potential accidentmany other subjects important

Mzlaandpr*;ihon 22°°lds situations involving pressure equipnhent and \RrEMSOK
machinery. That way, you'll be free to con- 4¢*AA,

qutiys order disncfoournmt,tionntac
the association ;25ctunrit, CU mmatneariin[i . i4;4per Insurancemanpower. It's all part of the complete pack- Compare Kemper
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Revive Volpe's plan in Mass.
to ditch compulsory auto cover

By ALLEN M. WIDEM

BOSTON-Former Gov. John

Volpe's plan to repeal Massa-

chusetts' compulsory motor ve-
hicle insurance, replacing it with
a financial responsibility law, has
been revived in the state legisla-
ture, the committee on insurance

holding hearings on a number of
proposed measures.

The Volpe plan was siggested
by Republican Senator John F.
Parker, Taunton, as something
appropriate for the commi:tee to
employ to incorporate provisicns

in any draft of legislaticn revis-
ing the present state system of
liability insurance in the event

the committee reports a bill.
Sen. Parker added: "Until we

set up a system with severe pen-
alties for violations of laws.of

the road by bad drivers, we are
just kidding ourselves.

"I FILED this bill to keep alive
the philosophy of financial re-
sponsibility. I feel there has to be
some change in the insurance

system," the state senator said.

'The people feel there must be a
change. The committee might
come up with a combination bill,

by selecting provisions from the

various proposals." The Reput-
lican floor leader said that the

financial responsibility system

has worked well in Michigan.

The city of Lowell, Mass., h z
said, has a rate of $110 under "5-

10" compulsory for a population
of 36,000, while Kalamazoo,

Mict. (of comparatle population
size) has a total insurance rate of
$60.

Sen. Parker disagreed with
Rep. Nathan Rosenfeld, a Mil-
ford Republican committee
member, that passage of changes
in the Compulsory Eystem last
year had met the demand by the
public for change.

"I have not heard a great pub-
lic outcry," contended Rep.
Rosenfeld.

"You will hear it," said Sen.
Parker.

He recommended revival of a

legislative commission zo study
all phases of motor vehicle in-

surance. with the end goal a

change in existing circum-
stances.

UNDER HIS PLAN, a driver
who decided not to buy regular
insurance would pay $50 into a
state fund. If 1- e were involved in

an accident, the fund would pay
damages, bu: he would lose his
right to drive until he paid back
the sum and acquired some in-
surance coverage.

Under the Keeton-O'Connell

plan, an insurance company
would pay a driver his out-of-
Focket costs without regard to
fault.

Senator David H. Locke,

Wellesley Republican, offered a
measure designed "to incorpo-
rate the best features of the Kee-

ton-C'Connell plan, workmen's

compensation and the financial

responsibility fund."

He noted there are 200,000 un-
insured motorists because 10% of

Managed by Uniled States Aviation Underwriters, Inc., 110 William Street, New Yo-K k Y. 1 0038/Head of Leo:,ardo da Vind made especiat y for USAIG by :cJ'plor Jack Gregory.

the motoring public does not buy
insurance in Massachusetts at

present. "This is bad," he con-
tinued, "because it gives motor-
ists one free shot at the public.
It's like giving the dogs in Mas-
sachusetts one free bite."

SEN. LOCKE said that the

present system is dilatory and
negligent, failing to solve the
problem even as demands for re-
lief escalate.

Prof. Robert E. Keeton, Har-
vard University School of Law,
co-author of the much-discussed

Keeton-0'Connell plan, re-
marked that only 14.5¢ of every
premium dollar goes for losses
not otherwise compensated and
only 44¢ of any premium dollar
goes to any victim. "And that
statement can't be disputed."

The Keeton-O'Connell "basic

protection plan" has been previ-
ously rejected in the state senate
on two occasions. •

Better define

witness iniury
SAN FRANCISCO-A plain-

tiff may still recover for emo-
tional trauma or physical injury
caused by witnessing the negli-
gent death or injury of another
person-provided the plaintiff's
injury was foreseeable by the
tortfeasor, the California Su-
preme Court has ruled.

The high court thus overruled,
in part, another California deci-
sion in which a trial court held
that a sister of a child run over at
an intersection could sue but the

child's mother was precluded
from a similar suit because she
was outside the "zone of dan-

ger," and thus did not fear for
her own safety.

Neither the possibility of
fraudulent claims nor the alleged
inability to fix definitions for re-
covery on different facts in fu-
ture cases prevents the abandon-

ment of the zone-of-danger test.
Rather, the supreme court set
down three guidelines for de-
termining the extent of liability
in future cases. The guidelines
are:

FIRST, the trial court must de-
termine whether or not the

plaintiff was located near the
scene of the accident.

Secondly, the trial court must
decide whether or not the shock

resulted from a direct emotional

impact upon the plaintiff from
the sensory and contemporane-
ous observance of the accident.

Thirdly, the trial court must
determine whether or not the

plaintiff and the victim are close-
ly related.

An evaluation of the factors,

the majority said, will indicate
the degree of foreseeability. •

UAL's Smith ...
Continued from page 9

manager who also is a lawyer, is
a 11-year man at United. Niles
Nelson has been in United's in-

surance departrnent for rnore
than 20 years and is now special
claims control manager.

Gerry Howland and his assis-
tant Jim Beaumont handle the

employe benefits group contracts
while Don Hansen is United's

West Coast insurance manager
based at San Francisco.

Four women are in manage-
ment positions at the insurance
department, Mr. Smith ex-
plained, in accordance with
United's desire to give women
equal employment opportunities.

United's new director of insur-

ance said that one of the prob-
lems he will face is to bring in
new, young people to round out
his staff. •



Insurer uses police
records in arson suit

LITTLE ROCK-The Home
Insurance Co. utilized the state's

new freedom of information act
to inspect an Arkansas state po-
lice report of an investigation in-
to suspected arson of a Nashville,
Ark., grocery store. But despite
information gained from the
usually confidential records, the
company lost in an action

brought by the grocer.
Manuel Mendenhall, the

grocer, won a $4,500 judgment in
Howard County circuit court at
Nashville, against Home Insur-
ance which insured his store. The
grocer sought $5,850 in damages
sustained in a fire in his store
last year.

The insurance company had
objected to paying the claim,
alleging that Mr. Mendenhall
or someone acting with his con-
sent set the blaze.

This relieved the company of
the responsibility of paying the
claim, Home Insurance said.

Mr. Mendenhall said he had
nothing to do with the fire.

IN FEBRUARY, Griffin Smith
of Little Rock, attorney for the
insurance firm, filed a petition in
Pulaski County circuit court for
a court order permitting him,
under the freedom of informa-
tion act, to inspect the state po-
lice reports.

Mr. Mendenhall was acquitted
of arson in a trial last fall. A

state trooper had testified in the
trial.

The freedom of information
act was passed by the state legis-
lature in 1967. It was sought
mainly by newsmen who wanted
access to meetings and records.

State Police Director Ralph C.
Scott got an opinion from the
state attorney general's office
that records confidential before

the act was passed remained con-
fidential and, specifically, that
arson investigation reports could
not be used in civil suits between

an insurance company and poli-
cyholders.

But Pulaski Circuit Judge
Warren E. Wood ruled that un-

der the act, the reports should be
made available to the insurance

firm.

HOWEVER, he ruled that the
use of the information was to be

restricted as provided by another

idaho cance/s

riot charge
BOISE-The Idaho Assn. of

Independent Insurance Agents
has announced receipt of infor-
mation that the civil commotion

and riot loading charge was
dropped in Idaho.

A statement from the IAIIA
said that an unidentified source

in the Idaho department of in-
surance had made the announce-

ment. Frank Riley, executive
secretary of the association, said
Idahoans have been paying the
surcharge that generally amounts
to a 2% increase on property and
liability policies.

Mr. Riley said Insurance Com-
missioner John Blaine com-

mented when he allowed the

charge that he believed Ameri-
cans should help contribute to
solving national social problems
affecting urban areas.

Since the inception of the load-
ing surcharge, Federal programs
have allowed states and insur-

ance companies to acquire back-
up insurance in states where the
risk riot and civil commotion

conditions exist. •

statute that limits the use of such
information as evidence in suits

on a policy by a policyholder.
Apparently on the basis of in-

formation obtained from the

state police report, the insurance
company was able to introduce
in the civil suit a bit of evidence

that had been refused in the pre-
vious arson trial-that a crowbar
had been found in the burned out
store.

Mr. Smith contended that the

bit of the crowbar matched an

imprint in the wood where a lock
had been pried off the back door
of Mr. Mendenhall's store to gain
entry.

Mr. Mendenhall said he owned

a similar crowbar. He said it was
in the store before the fire. •

sold...

business insurance, April 14, 1969/ 11

When new group insurance contracts are bought, a Business
/nsurance reader is sure to have the last word. You can pre-
sell your program, your company in a space this size for

only $135 - every issue basis. An ad here toda» can influ-
ence the decision makers tomorrow.

your best media buy-- business insurance

May We Compute
Your Company's A.Q.?

We could come up with substantial savings on your business insurance costs.

We're highly selective in our underwriting of
business insurance risks at Michigan Mutual.
By being selective, we can pass cumulative sav-
ings and dividends on to policyholders.
So, in developing new policyholders, we seek
companies which have what we term a low A.Q.-
Accident Quota.
If your A. Q. is low, we can deliver substantial
savings for you with our "Multi-Gard" package,
which can include workmen's compensation, lia-
bility, commercial automobile, fire, inland ma-

V

rine, burglary, fidelity, and other lines. By "pack-
aging" your policies, and providing a common
expiration date, we can further enhance your
savings and, if you desire, provide you with an
extended payment plan that lets you conserve
working capital.
If your A. Q. is only average, we'd still appreciate
the opportunity of meeting with you. Our safety
counselors, through vast experience. are adept
at suggesting methods for improving A. Q.'s.

May we have that opportunity for a visit,
and a chance to review your company's A. Q.?

ICHIGAN MuTUALCompanyINSURANCELiability

Home Office: Mutual Building-Detroit, Michigan 48226
Regional Offices: Detroit, Grand Rapids, Indianapolis, New York, St. Louis, St. Petersburg
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opinions VEHICLE THEFTS SOAR

8

letters
What to look for 7 Greater ASIM voice

To the Editor It was most
Z pleasant seeing Dick Blorklundin rent-a-car agreements ./ 6 again and renewing old acquain-
0 tances when he spoke to the De-Corporate Insurance managers, we submit, should warn their Z

troit chapters of the Americanemployes concerning the dangers of blmdly acceptmg the assurance 16
5

0 Society of Insurance Manage-
of the renters of automobiles to the effect that they have "complete UD ment and the Society of Char-
insurance coverage

.

Ul 4 tered Property & Casualty Un-
The rental contract is a long and cumbersome document which no derwriters I was most apprecia-

Z

renter has tme to read. There are some strict limitations in these tive of his talk and glad that the
I 3 comments came from someonerental conti acts among which are. E outside of ASIM

• A restriction that the rented vehicle shall not be removed from Within ASIM there has been aE 2
the state, unless written consent is given by the renting company If I. small group of us who have ad-

Z

an accident does happen to the car m another state, theie is no vocated greater activity on the
1 part of ASIM as a total 0Iganiza-insurance coverage

tion ASIM controlling $8 billion
• The agreement contains a prohibition against carrying passen- to $10 billion of insurance pre-

0gers m excess of the seating capacity of the car Many renters load miums per year in the U S could
'58 '59

the car up with children-and in case of accident, there may be no '60 '61 '62 '63 '64 '65 '66 '67 '68 hove and should have a greater
YEAR voice in the insurance industryinsurance coverage

We have advocated within ASIM
• There is a provision that the vehicle may not be driven except Police records throughout the nation show a rising tide of auto and truck for many years that the mem-

on paved roads or graded private roads or driveways If an accident thefts, which have more than doubled since 1962 Officials of the National bership take greater interest in
should occur when the car is being driven on dirt roads or roads Automobile Theft Bureau, an insurance-supported agency that helps police areas of legislation, policy for-

recover stolen vehicles, urges motor fleet operators to instruct their drivers mulation, and creation of a moreunder construction, the insurance is in jeopardy-not to mention to "Lock It and Pocket the Kev " Michael J Murphy, NATB president, predicts professional body of risk man-the renter
that auto thefts will cost businessmen and auto owners and their insurance agement knowledge

• There lS a dangerous limitation providmg that the renter agrees companies more than $1 billion in 1969 If present trends continue, more In the past three years ASIM
not to use or drive the vehicle in violation of any Federal, state or than 1,250,000 vehicles will be stolen in 1975 on a national scene has seen the

municipal law, 01 dinance or rule or regulation How are you going Source National Automobile Theft Bureau election of corporate officers and
the employment of a managing
director and legislative counselto drive an automobile and be sttre that you never violate any of could settle any claim arising out of the accident and then hold the who are interested and are at-these limitations 9

renter m damages
• There lS an indemnity agreement by the renter whereby he tempting to make ASIM a more

Now how can your company be sure that your employes areagrees to indemnify (an ugly word) the insurance company for any important and influential organi-
adequately protected when they rent cars? A simple method is to be zation within the insurance and

and all loss, damage, cost and expense paid by the insurance sure that employes renting cars have added to their family business world
company because of injuries or damages sustained by occupants of Too often we have run 1ntO the
the vehicle in states where the law makes the rental firm or its automobile policy an endorsement called "extended non-owned lethargic reply from many of our

automobile coverageinsurance company liable for injuries to occupants of the vehicle This endorsement extends the policy to cover members that a particular piece
You can see the seriousness of this limitation If the rental firm's automobiles furnished for i egular use of legislation does not affect

We cannot here offer any panacea for this complex subject, but their particular company and
they are unable to become in-insurance company is compelled to pay for Injuries to guest how should partnerships or corporations protect themselves and p olved Through this inactivitypassengers, the renter may have to later indemnify the company

their employes against the dangers for which the insurer of rented othei more important areas of• You might expect this next clause, but it is dangerous The
cars does not provide adequate protection 9renter agrees that the car shall not be used, operated, or driven by legislation that do affect those

Employers can get adequte protection by means of a comprehen- corporations have now beenany person other than the renter This is particularly serious since
sive automobile lifibility policy This policy protects executives or brought to pass and they havetwo or more persons on a business trlp often share the driving been ineffective in their attempts

Some rental contracts limit the age of the driver to 21 or over employes, whether the car has been rented m the name of the to find some solution within the
Some contz acts allow members of the renter's immediate family to individual or in the name of the firm or coproration Should the legislative framework There are

company not carry such a policy, the protection can be had under some of us who feel that ASIMdrive and also allow the renter's employer or employees to drive "hired car non-ownership Imbility" insurance should not be totally in a defen-But they are all bound by these other restrictions sive position with regard to legis-There is one other important factor here You should be sure that lation introduced by others, but• The last clause to be considered, and we would characterize it
your employes who rent cars are protected under your policyas the "Ripley Clause," is this. "The renter expressly agrees to that ASIM should introduce and
against claims by a fellow employe who is injured m the course of sponsor legislation in certainrelease (the rental firm) from, and to indemnify it against, any and his work by the driver (your employe) of the rented car areas for the improvement of the

Insurance industry in the areasall loss costs, damages and/or habillty arising out of the operation of We are well aware of the legal problems involved in this whole of workmen's compensation ad-said vehicle "

Suppose the rental firm tents you a car which lS clearly defective picture and it iS our suggestion that your entire renting situation ministration and good Samaritan
(many are different) be presented to your broker and lawyer, and laws, among othersand said defect causes a serious accident to you, the rentel 9 Under that you get very specific advice as to how your employes can have I think much of our problem isthis clause, it appears that the rental fil·m's insurance company complete protection due to the fact that a sizeable

portion of the ASIM membership

business insurance Hew e hne are part time risk managers or
are simply insurance buyers or
clerks who should not receive

for buyers of employe, property and hability protection any acknowledgment as risk
In doing research for this special pension and profit-sharing issue, managers However, these areRANCE CRAIN, Editor

RICHARD C BJORKLUND, Managing Editor LOUIS J HAUGH, News Editor the overriding fact that became apparent was how the current generally the ones who drag
Associates Nell York-CAROL RATISHER Chicago-TERESA NORTON, THOMAS E. inflationary trend of the U S economy hits those living on fixed their feet in responsive action toLUTZ Washington-STANLEY E COHEN San Fraictsco-KENNETH R MACDONALDHartford-ALLEN M WIDEM Minneapolis-ROBIN MENZ SUHRBIER Correspondent, letirement benefits hardest of all legislation and other matters
In aU pnncipal cities BURTON ROVENS, art director which might cause a controversy
Contributing Editors DONALD BERRY, insurance manager, Borden Co, New York There have been some companies that have voluntarily mereased or which might necessitate theirJOHN W GILES, attornev-at-law, Washington, D C CHARLES LEVINSON, in- benefits to retirees, and others have introduced limited cost of livingsurance manager, Port of New York Authority ELLIOT BEIER, manager of pension taking a positive or negative
and proRt-shanng services, Nuveen Corp New York J E BENOIT, Vice president, Harry benefits into their retirement benefits But these are precious few stand on an issue Too manyPnce, H,lborn Insurance Ltd , Montreal CARL J VOGT, supervisor of workmen's compen- would like to reap the benefits ofsation, General Tire at Rubber Co, Akron H CHARLES KWASHA, partner, Kwasha Corporate pension and profit-sharing managers, as well as union ASIM without contributing toLipton Co, Englewood Cliffs, N J HOWARD L PECK, partner, Hewitt Associates,
Libertyville, Ill BION H FRANCIS, manager of benefits planning, Colt Industnes, trustees, have an Important obligation to provide appropriate benefit the total welfare of ASIM or itsNew York J P OLSEN, insurance manager, Ingersoll-Rand Co, New York NEDMILLER, partner, Romm, Miller & Lazarus, New York levels Many advocates of the private pension system decry pend- total membership In the past

MYRON A HARTENFELD, publishing director ing Federal legislation that would admittedly limit the freedom of year and a half I have seen signif-
ALFRED MALECKI, advertising director

RONALD R WALINDER, production manager
icant events within ASIM andchoice m operating these funds Others criticize the Social Securit the insurance industry whichDistrict managers New York-CHARLES A HORVATH. THOMAS J o'MARA

Chicago-LAMAR R LEAHY
system

tend to indicate that the sleepingSouthern representative-WILIAM B CARR,
2500 N E 48 Lane, Fort Lauderdale, Fla 33308 However, there will continue to be a grass roots dissatisfaction giant ASIM may be awakening
Assistants BERNICE STELTER, DIANA SOAVE with the private pension system as long as inflation and static and getting through to its more

timid membersPubllshed by Advertising Pubhcations, Inc, Chicago, publlsher of Adverbslng Age, pension levels can continue to reduce retirees to paupers UnionIndustnal Marketing, Adverbsing & Sales Promotion, Marketing Insights The ASIM national planningG D. CRAIN, JR , chairman S R BERNSTEIN, prendent leaders, it seems, have been particularly negligent in bargaining onlY committee report of two yearsM A HARTENFELD, nce-pres,dent and bus,ness manager J J GRAHAM, J v for fixed level benefitsO'CARA, S E COHEN, D J CLEARY, JR , noe-presidents G R CRAIN, secretary ago indicated the necessity inand treasurer, J H TERRY, assistant secretarj and assistant treasurer Even more is the responsibility of fund managers and trustees to many of the areas Mr BlorklundCable address ADACEAPI

make certain that current employes can look forward to retirement mentioned last evening Hope-
Published at 740 Rush St, Chicago 60611 ( 337-5200) Offices at 630 Third Ave, New
York 10017 ( YU 6-5050), National Press Bldg, Washington, D C 20004 ( RE 7-7659) fully ASIM 15 moving forwardand benefit levels that can adjust to inflationary trends

and may attain the greatness that1018 Fwher Bldg. Detroit 48202 (TR 2-7211), 6404 Wilshire Blvd. Los Angeles 90046 The corporate fund managers and union trustees have an awesome is available to themCOLive 1-3710), San Francisco ( GR 4-8532), Fort Lauderdale ( 564-1850)
35 cents a copy, $8 a vear in US, Canada and Pan America Elsewhere $4 a year extra iesponsibillty The line they must tread is not easy They can beWILLIAM STRONG, circulation director Four weeks' notice required for change of Russell A. Drake, Jr.
address Address all subscnpbons correspondence to ELOISA D'OVIDIO, Circulabon assured, however, that unless they hew the line, looking out for bothservices manager Direc tor-Corporate Insur-

ance, Allied Supermarket, Inc,IST Member of Business Pubhcatlons Audit of Circulation. 40 the employe and the corporation, that government will be quick to
ABP Detroit, Michbqj step in Continued on page 50
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The difficulty in selling our EBP plans is finding ways
to occupy your extra time.

With most individual policy pension or profit-
sharing plans, an agent really has to work for his money.
Before and after the sale.

But with our EPB marketing program, you can
leave the details to us.

The program contains the approach, the presenta-
tion, contracts, underwriting and services specially
designed to meet your client's needs. Our highly trained
staff at the home office is alert to all current develop -
ments and is readily available to answer all your
questions. Our staff tailors each plan and takes over

much of the detail work after the sale is closed, including
employee communications and IRS reports.

In short, Mutual Benefit's expert assistance is at
your disposal before, during and after the sale.

All of which should give you more time for other
business. Or for pursuing your outside interests.

For more complete information, contact your
nearest Mutual Benefit General Agent.

MUTUAL BENEFIT LIFE
THE MUTUAL BENEFIT LIFE INSURANCE COMPANY/NEWARK, N. J./SINCE 1845
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the bill, introduced by Rep Ro-

/nsurers at A/A meeting debate man Pucinski (D, Ill ), "would Government liable for
solve our problems " Mr Swift is sonic boom damageof the opinion that liability in-

coverage for sonic boom damage surance for designers, manufac- DENVER-In the nation's

turers and operators of superson- first sonic boom damage
ic aircraft "would definitely be award, the tenth U S circuit

NEW YORK-With the pros- alone must be held accountable The measure provides that if needed under the bill " court of appeals has held that

pect of mass supersonic travel for any resultant inJury or dam- there is any inJury or loss of the U S Government lS liable

looming Just over the horizon, age?" property caused by a sonic boom FOR EXAMPLE, what if for damage to nine Oklahoma

the insurance Industry lS Still in Damage caused by sonic boom within the US, money damages through pilot error, equipment City property owners
a quandry over whether it can is presently covered by most of would be paid to any claimant in failure, defective workmanship The court backed a 1967

provide coverage for sonic boom the so-called all-risk policies and an amount equal to an award or improper design a densely Federal district court decision
damage through sonic boom damage as- had the injury or loss been populated area was accidently ordering the government to

At a sonic boom seminar here, sumption clauses, he said "Such caused by a negligent or wrong- subjected to 30 pound booms by pay the property owners
Walter D Swift, manager of the is not the case with the standard ful act supersonic aircraft, Mr Swift $18,000 for damages caused in

property claim services depart, extended coverage endorsements The bill, embracing all sonic asked Would not the designers, 1964 sonic boom tests
ment of the Ameriean Insurance which, excepting the state of boom aircraft, military or civil- manufacturers and operators The nine cases, the first

Assn, stated the problem "Does Texas only, I believe, require di- ian, would empower the Secre- need liability insurancel' such damage suits to be lev-

the insurance business want to rect physical contact by the air- tary of Transportation to fix the Instead of the government eled against the government,

accept the challenge" Do they craft or obJects falling there- amount payable into tte sonic managing a sonic boom fund. Mr were filed after some 1,250
want to find ways to serve the from The weight of case law has boom fund by the owners and Swift wondered if it would not sonic boom tests were con-
legitimate needs of the insuring established the fact that sonic operators of all superscnic air- be preferable "to travel the In- ducted over Oklahoma City
public-or do we wash our hands booms are not explosions," Mr craft He would also develop terstate Commerce Commission from February to May 1964
of the whole problem, by m Swift said. rules and procedures for presen- route in which carriers (in this Another 96 similar suits, seek-
effect telling the government Mr Swift explained the pro- tation of claims case the potential boom produc- ing damages of $105,000, are

that if tt develops and licenses visions of a House bill to estab- The insurance industry must ers) are obliged to buy insurance pending
these infernal machines, it and it hsh a sonic boom damage fund decide, Mr Swift said, whether or produce bonds Some sort of

underwriting pool or facility

would probably be needed "
t 6

S Mr Swift also suggested that

Yf'..br.*Al .'-Y iniured parties or their insur-

ance carriers (through subroga-

>400 9%Y tien) might present claims di-
rectly to the designer, manufac-

/ #. turer or operator, if known, Or, if

- ALL STAR \4
not, "to some sort of facility rep-
resenting all boom producers
Such a facility might process all

CASTING
claims and apportion the recov-
ery among carriers or their in-
surers in relation to their use of

the route under which the dam-

r. FOR A age occuri ed "

.1
A THIRD CHOICE, Mr Swift

THOUSAND\ j said, would be a "co-adventure"

i - d -#.J
with the government along the

-li I ,
flood insurance lines "Another

possibility would be for the pri-
l

- I 6 PRODUCTIONS ' i l.82_1 vate sector to manage the pro-

4+
gram along war risk lines "

Of Mr Swift also raised the ques-
tion of whether actuaries would

be able to develop adequate rates

i .\ d.
for first-party sonic boom cover-
age if the damageability of var-
lous building components and

6 dj A
4 6

F contents, and the main transport

1%/
i outes with the number of daily
flights were known Perhaps, heC 11/ said the actuaries could build in

an incentive for boom-resistant

construction

84 1
At the present time, the Fed-

eral Aviation Administration

and the Air Force have voluntar-

Part after Part, largest airplane. These Enter the Producers more employees than
ily assumed responsibility for

PRECISION
gathering and adjusting sonic

engine parts must be . Johnson & Higgins we had before we were
boom damage claims The insur-

CASTPARTS exceptionally resistant of Oregon, Inc. who in- insured by Argonaut, ance industry must collect statis-

Meets the Challenge to heat and pressure, troduced Argonaut's we've reduced our total ties delineating the type of prop-

of producing complex dimensionally precise, services to Precision loss dollars by 70% It erty and the amount of damage

structural components thin-walled and light in Castparts. Bill McDaid was a new experience caused by the sonic boom, this

for aerospace, aircraft weight Precision Cast- and Craig McCarty of for us to have a repre- sonic boom adJusters' guide
would be the basis for establish-

and other Industries parts knows how to Johnson & Higgins sentative of the insurer
ing the insurance rates, Mr

Equipped with the na- meet these require- worked closely with the at each of our regularly
Swift said

tion's largest vacuum ments, part after part, Argonaut Safety Engi- scheduled safety meet-

casting facilities, Preci- to assure safe airborne neers and Claims Men ings We think Argo- IN NOVEMBER of 1968 a

sion Castparts Corp of operation. to provide a modern, naut's attention to de-
study group appointed by the

Portland, Oregon takes
tail has been extremely

Working to overcome Secretary of Interior reportedeffective program de-

an innovative, prob- signed to reduce the effective "
airborne hazards can

that by 1975 between 20 million

lem-solving approach costs of Workmen's and 40 million Americans in a
create in-plant hazards, Backstage

to the ever-increasing Compensation They re-
12 5 mile-wide path on either

too. Extreme conditions -The highly profes- side of supersonic flight tracks
demands of these in- of heat and pressure viewed all phases of the sional management of would be subJected to between 5
dustries are a constant neces- operation and Worked firms like Precision and 50 sonic booms each day The

sity in production, pre- with plant personnel to Castparts appreciates group estimated these booms

Casting for Superior cision inspection often
minimize risks

Argonaut's profes- could result in $80 million a year

Performance requires 1,000,000 volt sional approach Give in claims, Mr Swift added

-Recently Precision X-ray Precision Cast- Critic's Choice your large-sized work-
Mr Swift said he thought it

would be a good ldea for the AIA
Castparts was awarded parts looked for an -The reviews of Pre- men's compensation to "work closely" with the Air
a $22 million contract insurance company cision Castparts' -nsur- clients this all-star Force to nail down the adjust-

to supply structural which not only special- ance program show insurance program ment problems "through co-in-

components for Gen- izes in workmen's com- that their investment in service, effective safety spection of losses, time-cost stud-

eral Electric's TF 39 Jet pensation but offers a safety has paid off As engineering and cover- ies and Joint effort toward the

engine, power source complete communica- Roy Marvin, Precision age at lowest net cost development of a sonic boom ad-

for Lockheed's CSA tions program of in- Castparts'Treasurer, Take the Argonaut ap- JUSteI S' guide, if the Air Force is

Galaxy, the world's plant safety control. sums it up "With even proach Call us today agreeable "
He also suggested that damage

potential could be lessened by
"providing homes buildings hog

@ Argonaut Insurance Companies HOME OFFICE MENLO PARK, CALIFORNIA
houses or turkey pens, if need be,
that have built-in factors to re-

Principal offices SAN FRANCISCO • SACRAMENTO · FRESNO • LOS ANGELES duce if not eliminate damage
SAN DIEGO • PORTLAND • SPOKANE • BOISE • DALLAS • HOUSTON • NEW ORLEANS from sonic boom and other per-
MINNEAPOLIS • CHICAGO • KANSAS CITY • INDIANAPOLIS • NEWARK · ATLANTA llS "



speaking of security
With car thefts on the increase,
makers offer vehic/e theft a/arms

By WILBUR CHARLES
(See related story on page 16)

MIAMI-Whether one of your
company cars is stolen or bro-
ken into, you lose heavily. Auto
thefts increased 101 % during
the 1960-1967 period according
to the FBI Unified Crime Re-
ports, and theft from autos
increased 71%. The rate of both
crimes is rising still faster to-
day.

Stealing cars and looting un-
protected vehicles is a highly
profitable occupation for the
experienced thief, the dope ad-
diet and the juvenile delinquent.
In 1967, an estimated 654,900
motor vehicles were reported
stolen, nearly 1,800 every day.

Here's a description of a few
burglar alarm systems which
can help stem this tide of crime
The list is not an attempt to
catalog all the systems available
today, for there are many more,
but to show the different basic
types.

One unit that can be installed

by the car owner is available
from most auto supply stores
for $5.95. It is said to stop the
engine five minutes after the
auto has been stolen-just about
the time it takes for the thief to
get into traffic.

Another device manufactured
by Northwest Electric Co. of
Mitchell, S.D., for $7.95, is adver
tised as something that protects
your car from bumper to bum
per: hood, trunk, tires, hub caps,
spotlights, rear view mirror, and
gas tank. The instant anyone
tampers with the car, says the
manufacturer, this device blares
out a warning signal that scares
the thief away. Then it shuts it
self off automatically.

It can be installed in about 10
minutes, and it is guaranteed
for 10 years.

A burglar alarm kit, available
at Allied Radio Co. and most oth
er electronic supply houses for
$27.95, protects car trunk, doors
and hood from burglars. It con
sists of a switth for each open
ing, brackets, electric lock, siren,
wire, hardware, and complete
instructions. When a door, hood
or trunk is opened, the sharp
penetrating sound of the police
type siren blares out-and con
tinues until the device is turned
off by a special key, according to
the producers.

AUTO-MATIC Products Co. of
Chicago provides a more sophis
ticated auto burglar alarm, with
contacts built into all doors, hood
and trunk of your car, all con-
trolled by a pick-proof lock
Whenever a thief attempts to en-
ter the vehicle, this unit will
sound a loud siren. Once started,
the alarm will continue to sound
until the system is shut off or
reset by a master-control' key
Attempts to close the opening or
attack any accessible part of the
system will not shut off the
alarm, Auto-Matic claims.

This unit is sensitive, yet
rugged enough to withstand the
severest punishment from jar-
ring, jolts and vibration it is sub-
jected to in any car or truck. The
manufacturer states that insur-
ance companies give special con-
sideration to cars equipped with
this system.

A special "panic button" can
be furnished to provide inside
control-to be used in cases of
ennergency or as protection

against "stop-light hold-.ips."
This device, installed beneath
the dashboard of your car, pro-
vides fingertip control for setting
off the alarm while in the vehi-
cle. Window panic buttons are
also available. The trunk can be

unlocked without disturbing the
protection of the car doors and
hood, by a special shunt lock
keyed just like the master· con-
trol lock.

This system is installed by an
authorized dealer, who performs
regular inspections and service.
The installed prices, less options,

are $67 for a two-door auto, $72
for a four-door, and $77 for a
station wagon. Transferring the
unit from one car to another
costs between $30 and $40. The
yearly inspection and service
charge is $12.

SPECIAL DECAL seals are
mounted on each side door vent
and on the rear window. These
warnings not only tell would-be
thieves that your vehicle is pro-
tected by a reliable burglar
alarm, but also may save the car
from having damaged locks and

broken windows.

Some motorists, who wish to
carry a hold-up alarm device in
their car, use an air horn sold by
Falcon Safety Products Co. of
Mountainside, N.J., for $12.50. It
consists of a shrill horn that can
be heard a mile away, powered
by a pressurized can of dichlo-
rodinuoromethane gas. Refill

cans of the gas cost $1.75. The
entire unit weighs less than
three pounds.

Another type of burglary pro-
tection is provided by Babaco
Alarm Systems Inc. of New
York. These units are not sold,
but are leased, and are continu-
ously serviced by experienced
agents from coast to coast.

This system also consists of
concealed electrical wiring, re-
lays, switches, etc.-custom built
for each particular type of vehi-
cle-and hooked up to a heavy
duty siren. Many kinds of locks
and keys are available. It is said

to be foolproof and tamperproof,
and also shockproof and weath-
erproof. This is the first burglar
alarm system for vehicles ever
listed by Underwriters' Labora-
tories.

WHEN AN unauthorized per-
son attennpts to enter any pro-
tected opening such as a door,
hood, window, or tailgate, or
drive or tow your car away, the
ignition stalls and the siren
blasts continuously-to be heard
for blocks around-and to alert
police and frighten the thief
away. Only a person in posses-
sion of the alarm key can shut off
the alarm.

There are over 300 authorized
Babaco dealers throughout the
U.S., its possessions and Canada.
When one of them installs an

alarm system, the company for-
wards an installation certificate
to the owner's insurance under-
writer. .

Panasonic VTR, the major link between INA
and its 63 regional offices here and in Canada.
One of the oldest and most dynamic companies in America is the Insurance Company of North
America. INA. the company with imagination, utilizes one of the best-equipped TV studios for their
highly successful program of corporate communications, training and education for their 63 major
regional offices in the U.S. and Canada. The equipment used is Panasonic.

Arthur W. Howe, Director of Field Communications, in explaining his choice of
Panasonic VTR equipment, summed it up: "We needed reliability and portability in our
regional office equipment plus simplicity of operation and maintenance. Panasonic

, ·/ fit the bill."

Panasonic VTR systemsare used for training, communications, surveillance and security by
both "big name" corporations and smaller ones. We'll not only tell you who they are, we'll
show you what a Panasonic system can do for you. Just check the coupon and send it in.

Panasonic CCTV-VTR,

Dept. Bl,, 200 Park Avenue, New York, N. Y. 10017
( ) Please send facts plus a list of the leading users of
Panasonic CCTV-VTR.

( ) Please have a CCTV-VTA Systems Engineer give a
demonstration

NAME

TITI F

COMPANY

ADDRFSS

CITYPANASONIC® STATF ZIP

One of the world's leading manufacturdrs of CCTV-VTR systems.
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speaking of security

Auto burglar alarms
don't excite experts
(See related storv on page 15)

CHICAGO-Professional autc

thieves aren't fooled or deterred

by alarms and other theft-pre·
vention devices now on the mar-

ket, according to auto theft ex·

perts.
"Only juvenile auto thieves

are frightened by sounding de-
vices designed to go off when
cars are stolen," said Comman-

der Lawrence Lyons of the Chi-

cago police auto theft detail,
"Professionals know where ti

look for such devices before they

try to steal a car and they know
how to defeat the mechanisms

that are now on the market by
deftly disconnecting them."

Commander Lyons noted that

the theft prevention devices are

usually used on high-speed autos
and expensive vehicles that are
the prime targets of auto thieves.

He said that Corvettes, for ex-

ample, are often equipped with
burglar alarms because the cars

are expensive and very dear to

their owners. But professional

auto thieves are wary whenever
they seek to steal Corvettes and
they check them for burgIar
alarm devices, he said.

The auto theft detail commin-

der added that he opposes propo-
sals to install burglar alarms asi
standard equipment on all auto-
mobiles. "That would just mean '
that the professional thie=es
would learn the wiring glan of
each model and be able to defeat

the system with no difficulty." he
said.

ONE AUTO THEFT exgert
keeps a catalog of antitheft
alarm devices that are put on the
market. He then appends his
own notations about how the
alarms can be defeated. "One

alarm that sells for $14.95 car. be
disconnected in four seconds, and
most of the alarms I have seen

can be defeated by pros in less
than ten seconds. That's not

enough time for anyone to hear
the alarm and identify it." Com-

Now you see it. iL .:

f

Now you don't

3 I

1 8

mander Lyons noted.
An efTective antitheft device,

according tc Commander Lyons,
is the steering column lock in-
stalled as standard equipment on
General Mctors cars. Since the

locks were introduced, thefts of
GM cars in the Chicago area
have dropped 40 %, according to

police reports. Next year's mod-
els from ail auto makers will

have steering column locks to
conform with Department of
Transportation standards.

Other auto theft experts
joined Commander Lyons in
condemning "steal and stall"
antitheft devices designed to
shut off the motors of stolen ve-

hicles after they have entered
trafTic.

"Such devices don't help solve
the theft problem though they

might be an aid to rapid recovery
of stolen vehicles," the police
commander said. Moreover, he

pointed out, such devices could
stop cars in situations that would

Less-than-the-best comp liability can be costly. So, we

suggest the best: Unigard Comprehensive Public Liability.

Unigard offers that extra margin of protection, without

the extra premium charge. Unigard Comprehensive Public  UnlgardLiability coverage can be made a part of a custom program  Insumnce Group
or combined with a business package policy. Nortiwestern Mutual Insurance Company

Unigard Insurance Company
Look at your present coverage. Call a Unigard Agent. Olympic National Life Insurance Company

Home Offices, Seattle, Washington
Chances are, he can offer you more of everything. For less.

Fleetoperatorswarned
of rising auto thefts

CHICAGO-Officials of the

National Automobile Theft

Bureau warned operators of

motor fleets that they will
face rising auto insurance
costs if the rate of auto thefts

is not reduced.

Michael J. Murphy, presi-
dent of NATB, said that car

theft is "fast becoming a bil-
lion-dollar crime." Auto thefts

reported last year numbered
776,000, an increase of 18%
over 1967.

Mr. Murphy, a former New
York City police commission-
er, urged operators of motor
fieets to instruct those who

drive their vehicles to "Lock

It and Pocket the Key," the
theme of a nationwide NATB

antitheft education campaign.

create traffic jams and possibly
cause serious accidents,

ANOTHER AUTO theft expert
was more blunt: "Devices that

shut off the motors of stolen ears

put property rights ahead of hu-
man rights. Though we are con-
cerned with the mounting na-
tional problem of auto thefts-a

problem that involved 776,000
stolen vehicles last year-it is
foolhardy to place human life in

jeopardy just to accomplish rap-
id recovery of a stolen car."

The auto theft expert added
that his objection to all antitheft

gadgets is that they lull users
into a false sense of security and
induce them to ignore tested

methods of preventing vehicle
thefts such as parking in garages

or in lighted places and closing
all auto windows and locking all
doors.

Police officials and auto theft
experts disagree about the effec-
tiveness of alarrns placed in en-

closed trunks to prevent cargo
theft. "Such devices," says an offi-
cial of the National Automobile

Theft Bureau, "are more effec-
tive than auto theft alarms be-

cause they are designed to deter

entry into a strongly enclosed
area."

Commander Lyons, however,
says such cargo theft alarms "do
not deter the professional if the
gain will outweigh the risk" •

Airtemp gives
Barnhart post

DAYTON, 0.-Theodore K.
Barnhart has been named com-

pensation manager in the per-
sonnel department at Airtemp
Div., Chrysler Corp.

Mr. Barnhart joined Chrysler
in 1964 and served as manage-
ment placement and salary ad-
ministration coordinator at the

corporation's Highland Park,
Mich, offices. He will now be re-

sponsible for the administration
of wages and salaries, corporate
benefit programs and salaried la-
bor relations.

Among the programs he will
administer are a Blue Cross basic

hospitalization plan, an Aetna
major medical program, a pen-
sion program, and an accident
and sickness plan. Mr. Barnhart

will also handle the company's
thrift stock plan, which enables

employes to contribute up to
10% of their wages to buy stock;
the company then matches 50%
of that contribution in additional

stock.

Another area of Mr. Barn-

hart's responsibility will be the
labor relations for about 400 sal-

aried union employes. This in-
cludes reclassification of salaried

employes and pay increases. •



LESS THAN a year ago,

Thomas Lenhart teamed up with
the corporate insurance staff as
corporate fire protection engi-
neer and assistant manager of
loss prevention. Mr. Lenhart
"paid for 10 years of his salary in
his first six months on the job,"
according to Mr, Berg. Mr. Len-
hart suggested premium-saving
installations of sprinkler systems
and other fire prevention mea-
sures along with lending his ex-
pertise to loss settlements.

Mr. Berg said he started his
loss prevention program with
fire prevention problems. Mr
Stiens' safety appointment was a
logical extension.

With the addition' of a safety
engineer to his staff, Mr. Berg
believes Borg-Warner is now in a
position to limit its losses and
consider more and more self-in-
surance.

As its insurance program now
stands, Borg-Warner is largely
(where permitted) self-insured
for workmen's compensation
State-by-state differences in
workmen's compensation laws
distress Mr. Berg. "It would be a
great improvement to have a
uniform workmen's compensa
tion law."

"SOME STATES have fallen
behind in benefit levels" Mr

Berg said. "The differences have
to be made up under accident
and health programs." The cor
porate insurance manager saw
no threat in having the Federal
government establish workmen's
compensation standards.

In addition to self-insuring
workmen's compensation pro
grams in many states, Mr. Berg
said, Borg-Warner also assumes
its own coverage for products re
call. He explained that it would
not make sense for Borg-Warner
to buy such coverage because of
high premiums and the likeli
hood of cancellation should Borg
Warner file a claim.

In areas in which he believes

buying insurance is necessary,
Mr. Berg said, he ties the corpo
rati'on's deductible to two fae

tors: The cost of processing a
claim over recovery and premi
urn credit breaks.

For example, the corporate in
surance manager contends that it
costs dollar for dollar on the first

$5,000 for Borg-Warner to
process a property damage or
business interruption claim. Pre
miums for insurance from first

dollar coverage to $5,000 are
extremely high. For insurance

business insurance, April 14, 1969/ 17

Increased self-insurance Borg-Warner's goal
By THOMAS LUTZ

CHICAGO-In the late stages
of developing a master insurance
plan for the worldwide opera-
tions of Borg-Warner Corp.,
Arnold F. Berg, manager of gen-
eral insurance and loss preven-
tion, is making loss prevention
the backbone of this insurance-

risk management program.
"It's a logical approach," Mr.

Berg said. "The lower the losses,
the less the premiums. It's a con-
cept most insurance managers
would like to work with."

Meanwhile, others in Mr.

Berg's department apply them-
selves to loss control, one of the
first goals of sophisticated risk
management.

William L. Stiens has joined
Mr. Berg's headquarters staff as
director of safety engineering.
Working under the corporate in-
surance manager, Mr. Stiens will
direct his efforts toward improv-
ing the safety record and reduc-
ing Borg-Warner's workmen's
compensation costs and other
losses.

after the $5,000 level, the cost
"drops off dramatically.' Conse-
quently, Borg-Warner has de-
ductibles from $5,ODO to $25 000

for most of its proderty damage
and business interruption Toli-
cies.

With its new loss prevention
emphasis, the corporation will be
moving into "increased self-in-
surance and higher deductibles,'
Mr. Berg said.

PRESENTLY the corporate

insurance manager buys th ree
primary liability insurance poli-
cies. One policy covers. Borg-
Warner's U.S. operations, an-
other its Canadian plants (due to

Canadian agency laws),and yet
another policy covers ,operacions
outside of the U.S. and Canada.

Each of the three pzimary cov-
erages provides $100,000/$300,000
bodily injury and $103,000 prop-
erty damage. A single umbrella
policy covers excess liability in
all three areas.

Mr. Berg is :. firm believer in
having several brokers. He feels

that premiums should be spread
as evenly as possible among a
number of brokers so that when

some special service is needed

the broker will respon d because
he has adequate premium in
volved. Borg-Warner'E fire cov

erage, however, is about equally
divided between the Factory
Mutuals and Factory Insurance
Assoc.

"Capacity prcblems have had
limited effect on Borg-Warner's

Continued on page 53
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Makers of myriad products-chemical and steel, industrial equipment, con-
sumer and builder products, in addition to automotive equipment-Borg-
Warner owns this world's largest ABS thermoplastics plant in Parkersburg,
W. Va.

COMMERCIAL
LLA-IZATION

At * we believe that
every business should have

its own commercial umbrella

Comprehensive Catastrophe
Liability Insurance.

However, until recently, not every business
could buy coverage large enough to encompass
all the areas of known and unknown exposures.

That's why *)•developed its Satellite and Defender
policies. Comprehensive Catastrophe Liability

insurance that broadens the protection
afforded in primary liability policies by providing

protection limits that can now range anywhere from
one million to ten miHion dollars or more.

Both ® Satellite and Defender
offer the same broad liability

protection for exposures in excess of the
limits set by primary insurance.

Both also provide vital coverage in many areas
previously left uninsured by primary policies.

And the  Defender extends even further-to
guarantee payment of legal defense costs in these

uninsured areas.

So no matter what size commercial umbrella your
company may require, there's a ® Satellite or

-            Defender Comprehensive Catastrophe Liability Policy to
satisfy all your needs. A ® agent or the broker of your

choice can tell you more. Ask him, or write Sales
and Research Department, 110 William Street,

New York, N. Y. 10038.

©*4FO UNITED STATES FIRE INSURANCE COMPANY
5 *A % THE NORTH RIVER INSURANCE COMPANY

IkE * WESTCHESTER FIRE INSURANCE COMPANY
INTERNATIONAL INSURANCE COMPANY

4NCE CO' AMERICAN EAGLE LIFE INSURANCE COMPANY



"Believe me,
don't need a heart

regular major
isn'talways

Today new surgery, sophisticated medical procedures, long-
term convalescent care, plus inflation demand a closer look
at the medical insurance you provide your top executives.

No longer do Major Medical Plans paying $10,000, $15,000
or $20,000 meet these costs. This message from an executive

of a leading insurance company examines the problem and
proposes an innovative addition for executive insurance
programs designed to avert a personal and corporate
financial crisis.

I must begin with a fact of life:

Having spent a career in insurance, lean speak candidly.

Medical insurance has not kept pace with the great strides
in medical technology.

Regular Major Medical limits are. being exceeded with
greater frequency, leaving your best people exposed to
financial obligations they would have difficulty meeting.
Particularly vulnerable are executives who could see their
retirement funds cr investment poriftlio raided to cover
a family misfortune.

An Insurance Innovation. To end this fear, we have devel-

oved Excess Major Medical, or Excess MED. It is exclu-

John H. S. Jamiesoz Vice President

and Insurance Innovator of NN Insurance Comianies.



your executives
transplant to discover
medicalinsurance

1 "

enougn.

sive, new protection over and above regular Major Medical.
It has maximums to $100,000 or unlimited benefits which

apply even if your employees are not hospitalized.

Excess MED can be written individually or on a group of
executives to protect their assets.

Excess MED has many options available. Here
are some typical features:

• Unlimited maximum benefit limit for accident

or sickness in or out of hospital (optional if
purchased by insured)

• Deductibles of $10,000 or $15,000 fit over
most group or individual plans

• $60 daily room limit (intensive care coverage
paid in full)

• $3,600 for Aurgical complications

• $6,000 maximum benefit for mental health per
benefit period, in or out of hospital

• 100% of incurred eligible expenses are paid
after deductible: includes miscellaneous hos-

pital services and supplies, X-rays, lab tests,
drugs or medicines in or out of hospital

• Guaranteed renewable for life-individual's

option to renew if he should leave your firm

The cost of this Plan? For a man and wife age 35 with 2
children under 19 ... $93.60 annually. For a couple age 45
with 2 children under 23 and in school... $134.52 annually.
(Both examples based on a $10,000 deductible).

I must point out two other important features. First, only
one family deductible. This means eligible expenses of all
members of an employee's family apply towards satisfying
a deductible amount which, because of today's high-cost-
of-healing, can be incurred by many families.

Second, Excess MED pays 100% of coverages purchased-
not 80% or 75% as with regular Major Medical Plans.

To use investment terms, Excess MED, for approximately
$100 a year, is a plan that could return $100,000 or more
in health benefits when they're needed most.

Think about it and get in touch with the nearest indepen-
dent insurance agent representing NN (no other agent has
this plan). He's prepared to answer any questions on
Excess MED. Or write me personally at NN Insurance

Companies, Milwaukee, Wisconsin 53201.

Thank you.

/ohn H. S. Jamieson
/ / Vice President
V

NN INSURANCE COMPANIES

The insurance company you need
AFFILIATES • Northwestern National Insurance Co. • Northwestern National
Casualty Co. • NN Investors Life • Pacific Automobile Insurance Co. • Oregon
Automobile Insurance Co. • North Pacific Insurance Co. • American Premier

Insurance Co. • Universal Insurance Co. • Talbot. Bird & Co., Inc.

NN-1-69



Lloyd's, United Aircraft request
industria/ exc/usion at Conn. meet

By ALLEN M. WIDEM

HARTFORD-Lloyd's of Lon-
don would like to be exempted
from the provisions of a pro-
posed measure barring sale of
insurance in Connecticut, by
mail or otherwise, on the part of
non-Connecticut licensed com-
panies.

The state insurance depart-
ment asked the state legislative
insurance committee for approv-
al of the Lloyd's request and
then encountered the element of
"exotic risks" undertaken by
Lloyd's, not licensed in this state.

United Aircraft Corp., among
Connecticut's manufacturing
giants, backed the Lloyd's re-

quest during an insurance com-
mittee public hearing.

ATTORNEY DALE Van Win-

kle, UAC spokesman, testified
that the corporation buys more
than $100 million in Lloyd's cov-
erage, applied to insurance needs
unobtainable in the U.S. "We
buy 'every bit of insurance we
can in this country," Mr. Van
Winkle emphasized.

Attorney James Greer, Lloyd's
spokesman, called for an "indus-
trial insurance exemption" to be
written into the proposed bill.

"There is no provision in Con-
necticut law for the licensing of
Lloyd's of London," he added.

Mr. Van Winkle commented

that it is impossible for Lloyd's
to qualify for Connecticur licens-
ing, since the firm cannot be cat-
egorized as a corporation.

INSURANCE COMMITTEE
questioning disclosed that de-
spite the fact that Lloyd's is not
licensed in Connecticut, the firm
might still sell insurance in Con-
necticut under the proposed
measure, simply by selling cov-
erage through excess line bro-
kers, and not direct, to industrial
purchasers of "exotic" insurance.

James E. Bailey, American So-
ciety of Insurance Management
spokesman, backed (he "indus-
trial insurance exemption," re-
marking that "we are talking

about the sophisticated buyers of
insurance who do' not need the
protection of your insurance de-
partment.

"This is a highly specialized
and highly technical area of in-
surance," Mr. Bailey went on.
"The only place it can be bought
is abroad. We want these indus-
trial buyers to continue to buy
this insurance without becoming
professional law violators."

IF ENACTED, the measure
would provide for severe penal-
ties for unlicensed companies
selling insurance in Connecticut,
each unauthorized act possibly
resulting in a $10,000 fine plus
additional monthly penalties.

UAC engines, Mr. Van Winkle
commented, power many large
aircraft. Huge amounts of cover-
age are necessary, and UAC must
go to Lloyd's on a direct basis.

"Do you pay taxes on these
policies with Lloyd's?" Mr. Van

Directors and Officers frequently ask:

"Is my personal fortune
sublect to a
stockholders' suit?"

1

Yes, the possibility exists. Stock-
holders today are alert to their legal
rights and many seek redress for al-
legations of an endless variety-
exceeding corporate authority, mis-
statements to stockholders, even
poor judgment. Careless invest-
ments, making an improper loan.
failure to pursue rightful claims of
the corporation, incurring of tax
penalties and neglect in attending
directors' meetings have also been
highlighted in numerous court rec-
ords. Adequate insurance in the
form of Directors' and Officers' Lia-
bility is a needed safeguard.

In recent years there has been
an acceleration of the stockholder
derivative type suit with a higher
and higher standard of care required

of those professional managers of
business who have been selected
by the shareholders-the corporate
directors and officers. There is an
increasing likelihood of damage
suit litigation which can be both
harmful and costly. The danger is
ever present. Yet, not every com-
pany needs this protection. Size is
not the only criterion.

May we explain this interesting
and subtle coverage to you? Rep-
resentatives in our strategically lo-
cated offices throughout the coun-
try will be pleased to serve you.

Chicago • New York · Philadelphia • Seattle
· Pittsburgh • Portland, Oregon · Los Angeles
• San Francisco • Oklahoma City • London

S; FRED. S. JAMES & CO.
 insurance Brokers and Consu/tants Since 1858

Winkle was asked.

"I don't think so," he replied.
Current state law does not call

for taxation on this type of in-
surance purchased from an over-
seas firm, he said.

CONNECTICUT NATURAL

Gas Corp. and United Illuminat-
ing Co. of New Haven also asked
for the 'industrial insurance ex-
emption."

Additional exemption requests
were voiced by spokesmen for
nonprofit insurance programs
that cover, on a national basis,
such areas as educational, char-»
itable and health organization
employes.

Attorney Joseph Skelly, rep-
resenting Trinity College, Hart-
ford, and attorney Joseph Lieb-
erman, representing Yale Uni-
versity, New Haven, sounded
pleas for exemption on insurance
plans covering professors and
other employes.

Attorney Bernard Trager,
Bridgeport, requested an exemp-
tion on a national insurance plan
covering health and welfare
agency employes.

Buffalo unit

proposes new

fire code plan
BUFFALO, N.Y.-A proposed

new fire prevention code for Buf-
falo was presented to Mayor
Sedita for submission to the
Common Council.

Drafted by the fire preven-
tion code subcommittee of the
Buffalo technical review com-

mittee, the code is designed to
meet the need for a modern and

comprehensive law to replace an
existing code that has remained
basically unchanged since its
adoption in 1941.

Under the new code, the fire
prevention bureau would be re-
organized and the fire investiga-
tion unit which has been operat-
ing out of the fire commission's
office would become an estab-
lished division of the bureau.

THE FIRE investigation divi-
sion would be headed by a cap-
tain assisted by a lieutenant and
staffed by other members of the
department assigned by the fire
commissioner as investigators.

A fire prevention technical ad-
visory committee is created un-
der the code to make recommen-
dations for enforcement and ap-
plication of the code or for
amendments to meet changing
conditions.

The five committee members

appointed by the mayor would
include one representative each
from the local chapter of the
American Institute of Architects,
Are department, corporation

council's office, fire insurance in-
spection engineering industry
and an industrial safety engineer
from industry.

MUCH MORE comprehensive
than the 28-year-old code it
would replace, the proposed new
code ·contains regulations per-
taining to operation of auto tire
rebuilding plants, auto wrecking
yards, junk yards and waste ma-
terial handling plants; bowling
establishments, and lumber
yards and woodworking plants,
all requiring licenses, and places
of assembly, requiring permits.

It provides control and regula-
tion of the use and handling of
cellulose nitrate plastics, com-
bustible fibers, compressed gases,
explosives and blasting agents,
fireworks, small arms and am-
munition, hazardous chemicals,
calcium carbide, acetylene gen-
erators and magnesium. •



Court exten ds strict hability to auto makerbusiness insw·ance. April 14, 1969/21
By KEN MACDONALD

to pass her. As she returned to hurled Mrs. Elmore from the piece were rammed or jammed ate rod was torn loose from theSAN FRANCISQO-In a prec-edent-setting decision here, the the right hand lane, witnesses
Rambler onto an embankment.

into the readway."
idler arm and many parts associ-

asserted ' there was a series of ·
Highway patrol officers in-

The mechanical engineer did ated with the steering mecha-

California itate supreme court sparks underneath the car."
vestigating the accident, found

not examine the Rambler and
nism were bent and displaced.

has ruled. that. an automebile
manufacturer and its dealer ean

THE SPARKS WERE de- pavement of the northbound cular part had dropped from it.
was removed, the engineer

skid and gouge marks on the
could not determine which parti-

After the steering mechanismbe held "strictly liable" for acci- scribed as..."... like something lane. One ot the gouge marks, He did testify, however, that found in the steering box "smalldents resulting from "a danger-
,was dragging... like a big hunk

impact, extended for "a distance
may have come loose was in the

of a piece of plastic impregnated

ous defect" in existence prior tosale of a car. fell... like something in front. about 300 feet from the point of whatever piece of equipment
metallic particles and particles

In an earlier; ruling, the court *round" and that "the sparks continued 164 feet.pf metal suddenly hitting the of some feet" while skid marks forward part of the car.
tape similar to the plastic tape

had held a manufacturer and were strong, not like a little
censed engineer had examined steering gear."

dealer liable only to the pur- spark from a dragging chain."
A MECHANICAL engineerchaser and user for personal in- The witness, who had been fol- testified the gouge marks had

eight days after the accident.
amined, the drive shaft (a metal

Justice Peters noted that a li-
labeling the worn shaft of thejuries caused by a defeetive au- lowing Mrs. Elmore, declared "probably" been caused when "atomobile.

that the Rambler "started fish- both vehicles at a wrecking yard
When the Rambler was ex-piece of metal of some kind fromThe new decision was unani- tailing and as this got worse, her the car came against the roadway The examination

was made

tube about three inches in diam-
mous and it reverses a lower car went over to the wrong side

and scraped against it.,. actingcourt's dismissal of damage suits of the road."

the same as if it had been put - buckled.
"without benefit of the patrol offi-

eter) was not attached in itsagainst American Motors Corp.
There it struck the car of her against a large grindstone...

THE FRONT END of the Ram-
"When shown a photograph

cer's report or the mechanical
proper place but was in the rearand one of its dealers, Mission

fellow plaintiff, Anna May Wa- causing sparks.
engineer's statement."

of the Rambler wagon and it wasRambler Co

ters. The "fishtailing" continued
"That would continue," the

right front wheel was bent and
cer a few moments after the ac-

until the collision and the impact
witness added, "as long as the

the tire was flat. The intermedi-
Continued on page 68

bler, was badly damaged. The
taken by the highway patrol offi-

The decision also has the efTect
of extending a manufacturers'
product liability to persons other
than the user or the purchaser ofthe product.

IN WRITING THE unanimous
decision, Justice Raymond E.
Peters asserted that "if anything,
bystanders should be entitled to
greater protection than the con-
sumer or user, when injury to
bystanders from the defect isreasonably foreseeable."

The consolidated personal in Do you likejury and wrongful death actions
grew out of a 1962 accident al-
legedly chused by a defective
drive shaft in a 1962 Rambler
American station wagon.

The wagon had been sold by
Mission Rambler Co., Los An-
geles. After the accident, boththe driver of the Rambler and
the driver of another car, who to payone big
had been injured in the accident,sued the manufacturer and thedealer.

Plaintiffs involved were San- insurancedra Lee Elmore and Anna MayWaters. At the conclusion of
their earlier cases, the trial court
had granted motions for nonsuit
by the defendants and had dis-missed the jury.

MRS. ELMORE had contended
that she and her husband, onMarch 16, 1962, had purchasedthe station wagon from Mission premium?The car had a standard trans-
mission and was not equipped
with either power steering orpower brakes. Mrs. Elmore usedthe car to commute to work and
the car was serviced by Mission

of course not
after it had been driven approxi-mately 1,500 miles.

of course not
Mn*-Elmgre_testified the car

/the oil
F Mrs.

of course not
of course notir."

of course not
of course not4,744.*48 * <

Switch to an Afco budget plan.«-»44 24
It lets you put premium payments on theinstallment plan. Like any other bill·.

4,20,442/448% 3< 4%:34
4 06>044:05'1

44+794 4.1, * 495?46#. 'fj

«« 4 4 &44484;' 44 b It'S good business practice to pay  an extra line of credit without I You can also afford as much cov-1/0>044(>44+,*46 °4, 41 insurance premiums the easy disturbing existing lines of bank  erage as your business needs., 4 f47 4e,0,4 way. In installments, the way you  credit.
1 Without feeling the pinch once a41047 6/45 :4 44 49 4 Apay your taxes. Afco lets you And when business insurance I year at premium-paying-time.ro 460 4 15 / 'break up a big lump sum into six, I payments are paid in convenient I See your local independent in-94/4 04+2442 */

'ight or ten small payments a I installments just like any other I surance agent or broker. Ask him44 4241 140. 41

I bill, there's no strain, no drain, I to explain Afco's simple, low costAfco budget plan offers you I on your working capital. I financing. You'll love it.
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66IS there a quote here fronl Mutual Benefit"?

66There is. And it's right on target. Ties in all the southern and urest coe

plants. Has several neur ideas on executive compensation, too."

A lot of group pension proposals are like late-night
movies on television: chances are, you've seen them before.

Simply because they're boiler plate, slightly
warmed over.

But not Mutual Benefit's. Even though we're big
(over 11 billion insurance dollars in force), we don't suffer
from systemitis.

We refuse to submit a packaged proposal.
Every plan we design starts from the standpoint of the
client's needs.

And it's well organized. By a staff of home office
experts and the creative talents of group pension specialists
serving you from offices across the country.

For example, maybe we'll come up with a way to
increase pension plan benefits without raising the cost.

Or suggest a more efficient utilization of present
Or we may be able to consolidate a nr

plans and save money. Money that could f*>'
life plan. Or provide a long-term disabilj»'
Major Medical benefits.

,,

Of course, a briefcase full r'B.

companies with household names. f» .,
who buys the plan. /Y#

Until he finds out t]>*fiee 950Gi

guarantee the best results '04 5.v
Incidentally, Afof ,

"Developing the Cope -0!20Very informative. 7 .fb ov

MUTUAL'*35'
THE MUTUAL BENEFITLIFEI, :,
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special pension,proht-sharing report
TRW has four

RESULTS OF 15 LEADING PENSION FUNDS A Business insurance analysis

giving advice Interest/ Profit on Company
Size of fund dividends in sales in contribution Number of Pension

Company in millions miltions milhons In milhons employes payments Banks hike trust costs
on investments General Motors 2,3813 101.7 473 2463 537,369 1634

NEW YORK-After an "in U S Steel 1,965 2 100 9 (1) - 195 201,000 992 as competition fro -depth" study of its pennon fund
performance, last year TRW Inc, General Electric 1.630 5 77 4 13.5 50.5 305,165 (2) 73 1

a Cleveland based conglomerate,
Ford 1,466 57 8 52 2 158 6 415,000 85 6

scrapped its trustee arrangement other sources grows
and went to self-administered DuPont 1,338 na na 103 114,100 na

NEW YORK-A growing number of banks in the pension andcontrol of its pension funds
Western Electric 1,243 7 38 7 (1) 86 9 169,702 32 5 profit-sharing trust business are quietly raising prices for invest-TRW retained a trustee as cus-

ment counsel and other trust services, Busmess InsuTance has
todian of the funds, and "in an Standard of N J (3) 884 6 32 2 (1) _ 171 48,760 32 6

learned
effort to get a cross section of

N Y Telephone 703 1 23 4 (1) 51 2 81,534 35 2 Some banks hiked prices as early as a year ago, it was learned,investment talent" picked four
and have made the decision to hike prices again by January, 1970of 15 investment counselors it in- Westinghouse (3) 598 na na 27 7 130,504 17 4
One bank official in a trust department said, "We Just haven't beenterviewed, according to William

R Donnelly, TRW vp of invest- Pacific Tel. 5671 155 (1) - 46 8 89,487 194 making any money on this business
nnent

Bethlehem Steel §09 5 23 1 185 83 131,000 40 3 Banks in the New York area generally conceded that pension
TRW then divided its overall fees had increased within the last year Banker's Trust, for exam-

IBM (3) 4733 21 7 (1) 55 9 152,206 37 ple, said it had upped fees as much as 20 % on pension portfoliospension account into four rough-
over $1 million but had held the line below that figurely equal parts ·After one year, Shell Oil (3) 471 8 (4) 18 8 ( 7) 234 45,946 19

fund performance ranged from Morgan Guaranty said there have been "minor adjustments
15% to 20%, he said TRW has 20 Chrysler 4009 187 184 4.7 31,089 53 3 across the board "

separate funds under its contro. Gulf Oil 314 8 na na 175 30,958 (5) 12 4 U S Trust Co said ltS pension department had increased fees
and through acquisitions, but not "two or three times in the last four or five years, as the price of a
yet integrated, has another 15 NOTES n a not available ( ) indicates loss good portfolio manager keeps going up " Current price $30,000
funds The firm, plans to set up (1) Total fund earnings and better
four collective trusts to combine

(2) Employe contributions totaled $18 5 million
the assets of these 35 funds, and

(3) 1967 results GEORGE ROUZEE, assistant head of U S Trust's pension de-
the subplans would then pur- partment, pointed out that as the size of pension funds has grown-(4) Estimated 1968 value is $485 millionchase share units in the collec- and General Electric's fund now accounts for two-thirds of that
tive trusts, Mr Donnelly said (5) Employe contributions totalled $17 5 million firm's net pension asset value-GE's top management "demanded

TRW was able to cut its annual and received much more professional attention "
pension contribution by $3,000,- Add to this the fact that portfolios are now much more flexible
000 based on last year's perfor than in prior years, with triple the turnover and triple the clerical
mance, Mr Donnelly told an RESULTS OF TEN LEADING PROFIT-5HARING PLANS

work, Mr Rouzee said
American Management Assn

A spokesman for Northern Trust Co in Chicago said that feesseminar on pension fund man- Interest/ Market Company
Size of dividends apprecia- contrthu- Participants' Paid out are definitely going up Northern hasn't had an increase in fees foragement, and increased its ac- ,
fund in in tion in tion in Number of contributions to partic seven years and general inftation has prompted the bank to con-tuarial assumption 75 % to some- Company millions milhons millions millions participants in millions Ipants

sider the present hike, according to the spokesmanthing less than six per cent
Sears, Roebuck 2,5354 542 273 871 199,800 652 1912 Robert Long, a vp at Harris Trust & Savings, Chicago, said,

"We are studying the situation right now " If Harris does hike itsFOR THOSE investment man- Proctor & Gamble (1) 460 7 na na 23 8 18,993 - na
fees, Mr Long said, it would be for several reasonsagers who do the best Job, TRW

provides incentives, such as addi- 1 C Penny (2) 285 (est) n a na 194 34,000 na na "Competitively," he said, "we are at a disadvantage compared to

tional fund business, Mr Donnel- other trust funds " Fees for handling trust funds for pensions
Standard of Cal (3) 271 3 98 31.9 11 7 19,197 6G 89

ley said For example, the com- decrease as the trusts become larger

pany has two special foundation Burlington Ind (4) 194 1 17 5 6 15 9 44,467 - 83

THE SECOND REASON Mr Long gave lS the cost of doingfunds with about $2 5 million in
assets each One of these funds Bank of America 140 2 .g §8 16,144 - Y 8 business "The people COSt lS simply greater today "

had a 35% rate of return last Also, Mr Long contended that the activity involved in pensionHall,hurton Ind 131 2 46 (5) 44 7,935 - 78
year trust funds has increased in recent years "You no longer buy and

"These two funds are swing- Motorola 128 6 44 45 97 27,700 48 68 hold securities," he said

ers," Mr Donnelley commented, The Harris trust executive said that he deals mainly with
Time Inc 116 29 66(6) 47 4,181 26 68

with 100% in equities TRW has financial vps to handle a company's pension trust These men, Mr
been able to drop contributions Jewel Inc. (7) 110 32 95 45 0,200 41 5 Long said, are sophisticated and watchful They have caused the
to these funds based on this ex- increased activity of the pension trusts
cellent performance, he said NOTES. n a not available A spokesman for Continental Illinois National Bank and Trust

As a general rule, the pension (1) Fiscal year ended June, 1968 of Chicago declined to say whether or not that bank plans to hike

funds are 80 per cent equity and rates He did, however, say that if the bank does increase its fees,(2) Business Insurance estimate Company's figures not released
20 per cent in fixed securities, it would be because "costs are going up " According to the spokes-

(3) Invested solely m company's common stock, owning 4 6% of shares outstandingwhich include mortgages, pri- man, Continental Illinois hasn't increased its fees since 1958
In 1968, the fund purchased 424,130 shares for $274 million The general wave of increases comes in the wake of a generalCont%nued on page 24

(4) Fiscal year ended Sept , 1968 reassessment by the private pension and profit-sharing industry on

(5) Total unrealized capital gain was $48,994,414 . the role of bank trust services for these funds The competition for
investment management of these funds, the bread-and-butter por-

'Rule of 72' tabs (6) unrealized capital depreciation totaled $1 1 million, net gain was $1 4 million tion of the business, has been intensified over the last few years, as
(7) Largest of five funds only mutual funds, insurance companies and other professional invest-growth of funds ment counsel are bidding to take a piece of the action

NEW YORK-Investment

managers for pension funds IN GENERAL, banks have found themselves facing new com-
should keep the "rule of 72" in Ten profit-sharing petition for a service product that may have been underpriced in
mind when discussing invest- the past But they hape come to realize that the price of this sei -
ment performance, an Ameri- vice is not as an important factor as the investment results they
can Management Assn semi-
nar on pension funds was told funds hit $4.3 billion were able to generate on the funds

The banks then have found themselves in the unusual position
recently of hiking trust prices at a time when competition for these funds

CHICAGO-The 10 leading servatism of the funds and re-The "rule of 72" can be used has increased

to indicate how long lt would profit-sharing funds in the U S flects the relatively poorer per- The chart on page 26 of insured and noninsured benefits paid
had a total market value of $4 3 formance of the stock market intake to double a fund's size at over the last few years reflects the terrific growth of the retirement
billion at the end of their respec- 1968 than in previous yearsa given interest rate For ex- industry in the U S It does not reflect, however, the current re-

ample, if a pension or profit- tive close of the business year in For instance, Time Inc re- adJustment of trust business among banks, self-administered plans,
1968, in reporting results to Bust- ported a unrealized capital de-sharing fund yield was 6%, insurance company, and other forms of investment counsel for

that yield divided into 72 ness Insurance preciation of $8 1 million during these funds This story has yet to be told
would result in the fund's Company contributions to 1967 It is known that a growing wave of employer-created common
doubling in 12 years If the these funds totaled $187 million There were, however, two trust funds, known among bankers as "super trusts," have re-
fund yield was 8%, the fund and participants contributed $83 noticable exceptions Standard cently been formed or are in the talking stages These super trusts,
would double in 9 years, ac- million More than $270 million 011 of California's profit-sharing each with many hundreds of millions of dollars in assets, and more
cording to this rule of thumb was added to these funds in 1968 fund showed a whopping $31 9 than 300 master prototype pension and profit-sharing plans filed

A second guideline dis- If those reporting, the fund million gain by investing in its with the Internal Revenue Service, are expected to revolutionize
cussed during the seminar earnings totaled $95 7 million in own stock exclusively Hallibur- the retirement business, Industry experts believe
was that a 1% increase in interest and dividends and $64 ton Ind reported total unreal- Thd prototypes, filed by banks, insurance companies and mutual
yield by a pension fund can million in market appreciation, ized capital gains of almost $49 funds, are primarily for smaller employers IRS has said it would

for a total gain of $169 7 millionmean a 25% decrease m cost million approve these plans simultaneously Once approved, individual
to the corporation to maintain The earnings breakdown mdi- Sears, Roebuck & Co profit- employers could pick one of the plans, fill in information pertain-
the same benefit structure or cates that the funds earned more

ing to their operation and cite the prototype number, therebyon dividends and interest than sharing fund continued to lead
a corresponding increase in eliminating lengthy waiting periods for IRS approval and reduc-
benefits on market appreciation Experts all funds in size, dominating the ing substantially legal and other counseling fees

feel this shows the relative con- Contwrued on page 24
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Third of profit-sharing programs
changed in 3 years, study shows

CHICAGO-A preliminary re-
port of a survey of Council of
Profit Sharing - Industries mem-
bers has shown that more than a

third of the members responding
have made "substantial changes"
in their profit-sharing programs
in the last three years, according
to Donald X. Murray, technical
director of the council.

The leading changes, accord-
ing to the study, include loan and
withdrawal provisions and cash
and deferred payment options,
investment management, and
employer contribution formula.

Mr. Murray said that addition-
al studies are being made on the
reasons for these changes and
that further reports will be made
on these studies later in the year.

MORE THAN 675 of the coun-

cil's membership (total member-
ship is 1,500) responded to the
survey. The survey showed that
37% of the respondents have
pension plans as well as profit-
sharing programs. Of that num-

ber, 73 % of the pension plans
covered essentially the same
persons as the profit-sharing
plan.

Mr. Murray said that there has
been a growing realization that
different employe kieneRt pr6-
grams do different things, and
that profit-sharing programs are
primarily "incentive" vehicles.

He said that some fompanies
which have profit-sharing pro-
grams primarily as a retirement

benefit have been forced to re-
consider these programs to see
if retirement requirements are
being met.

An Internal Revenue Service

report, he said, points up the
terrific growth in pension and
profit-sharing programs. In 1946,
according to the report, there
were 2,500 profit sharing and
7,000 pension programs in the
U.S.

By 1968, the IRS estimates the
number of profit-sharing pro-
grams had grown to 75,000 and
pension plans had grown to
99,000. He said that this repre-
sents the growth of an entire

new industry and estimated that
by 1975 more than 50 million

persons will be covered with as-
sets of $200 billion.

MR. MURRAY said that the
council's study revealed that less
than 10% of the members make

their own company's stock an in-
tegral investment policy and
made stock distribution provi-
sions. HoSever, about one third
of the members do make at least
some investment in their own

stock.

He said that there is growing
interest by members in cash-de-
ferred election provisions, in
which members can take up to
50% of the payout in cash and
the remainder in some sort of

deferred payout. He said that a
number of companies offer a
choice of ratio between cash and

deferred payouts.
He also said that the survey

revealed that loan and with-

arawal provisions are being
added as options. Some compa-
nies, he said, were finding that

Johnson & Higgins can help you replace your out-
dated employee benefits program with a new one
that benefits you - and your employees - more
generously. And not necessarily at higher cost.

A ot of modern, progressive companies are
Eill hanging on to outmoded pension, group life, medi-
cal and profit sharing plans.

Plans that are hot only unattractively out of
step with today's trends in benefits but are biting into
profits through duplications in coverage, hours of ad-
ministrative work and othe' costly loopholes.

Because Johnson & Higgins goes beyond the
brokerage function to serve as consultant and advisor
in the field of employee benefits, westudy yourcompany
and its insurance plans in depth. We look for overlap-
ping coverage. Scan insurance schedules and the for-
mulas by which benefits are determined. Scrutinize
medical claims for duplications or abuses. Analyze the
way pension funds are managed.

Then we createand presenttoyou a complete
benefits program that meets your precise needs, is ex-
ceptionally attractive to employees and makes it simple,
convenient and profitable for you to provide generous
protection for the people who make your company's
profits.
j & H can help you solve other insurance problems
profitably, too.

By calling on our other brigades of specialists
to help eliminate losses and
risks, companies can reduce
premium payments substan-
tially. Our men are experts in

safety contro, loss adjusting, property loss. analysis,
packaging and containerization -to name just a few.

Companies who do business in foreign coun-
tries can rely on Johnson & Higgins to centra!ize direc-
tion of requirements anywhere in the world. Our Inter-
national Department of more than 75 offices and
affiliates in 30 foreign countries knows how to deal with
widely differing foreign laws and practices in U.S. terms.

As brokers, we are on your staff, but not on
your payroll. Johnson & Higgins provides a depth of
service that is unique among insurance brokerage
firms. We do everything in our power to contribute to
your profitability.

If your. corporate programs aren't being man-
aged in this way, with this kind of service, it will pay you
to get in touch with Seth S. Faison, Vice President,
Johnson & Higgins, New York. Or with the President of
the Johnson & Higgins subsidiary nearest you. There
are seventeen locations in the United States, five in
Canada and fifteen in other parts of the world.

If your pension plan
is overage, let
Johnson & Higgins
help you retire it. Profitably.

Johnson & Higgins
63 Wall Street, New York, N.Y. 10005
Telephone: (212) 944-3160

' vested employes were quitting
just to get their hands on profit-
sharing funds. Some employers
were finding that employes could
conceivably retire at 150% of fi-
nal pay due to the success of the
profit-sharing and pension pro-
grarn.

Other trends spotted by Mr.
Murray in profit-sharing pro-
grams included increased payout
options such as variable annut-
ties and increased pre-retire-
ment counseling up to five or
more years before retirement. •

Continued from page 23
vate placements and real estate.
TRW has talien a "bond loss," he
admitted, in going to equities.

He said that up to 10 per cent
of the fund may be in what he
and the investment manager
agree to call "high risk" securi-
ties.

MR. DONNELLY said that the
maximum fund size will be

about $50 million. "We will siph-
on off funds to different and spe-
cial funds when they reach this
size," he said. For example, he
mentioned a real estate collec-

tive trust or other assignments in
special investment areas.

He said TRW has allowed up
to five years to determine the
adequacy of investment results
of its counselors. "After that

time, we'll make some changes,
after discussing it with the poor
performers."

Some of the advantages to self-
administered funds, he said, in-
cluded the ability to direct your
own brokerage and greater ease
in trading smaller blocks of se-
curities. "Our different portfolios
do not run into trading prob-
lems," he said.

In addition, TRW is in a posi-
tion to ofTer better pension lev-
els, and management is in a bet-
ter position to negotiate with
unions, he said.

TRW HAS set up a special in-
vestment committee which in-
cludes Mr. Donnelly and three
other TRW officers. On invest-
ments of less than $1,000,000, Mr.
Donnelly has the authority to
buy and sell; on transactions
with values between $1,000,000
and $3,000,000, he must have the
consent of one other committee
member, and on transactions
worth more than $3,000,000 and
in real estate, the entire commit-
tee must agree, Mr. Donnelley
said.

He said that he follows advice
from his investment managers
100%, except if the suggested se-
curity of a company that TRW is
in negotiation with as a potential
acquisition. •

Ten funds ...
Continued from page 23
field. In its 1968 review, Sears re-
ported that 10 cents from Sears
and Allstate pre-tax profit was
contributed to the fund, a total of
$87.1 million, up $11 million from
1967.

According to the report, the
participant's contributions are
invested 64.15% in Sears stock
and 35.85% in a general invest-
ment account. The fund owns
22.76% of Sears outstanding
shares, down from 23.55% in
1967, the report showed.

The report also states that
Sears profit-sharing members
will vote next week to increase
the maximum rate of company
contribution to the fund from
10% to 11%, and the new rate
would apply to 1969 earnings. •



Savings plans -
By BION H. FRANCIS

Manager, Benefits Planning
Colt Industries

NEW YORK-You have likely
read Opinion No. 8 of the Ameri-
can Institute of Certified Public
Accountants and also, some of the
proposed legislation which is
being worked out by Congress
for the control of retirement
plans. The net effect of all this is
to take from business much of
the control which it now has
over retirement plans. The time
has come or is coming when we
will not be able to control the
amounts that we contribute to
retirement funds and such im-
portant features of retirement
plans as vesting.

With these coming rigidities
and controls, I believe that re-
tirement plans soon may no
longer be suitable either for the
needs of modern corporations or
for our economy. This is a broad
statement. 'You may say: "But
there is nothing we can do about
it." This is not so. There is an
alternative. I'd like you to follow
me in considering this.

What is a retirement plan?
Stripped to its essentials, a re-
tirement plan is: A mechanism
for accumulating money, and a
mechanism for converting the
accumulation to a life income.

ONE OF THE MOST rapidly
growing types of employe benefit
plans in the U.S. are employe
savings plans. In general, you
can classify them into two major
types. I think of these as short
term and long term savings
plans.

Under a short term savings
plan, most or all of the accumu-
lation is distributed periodically
to employes. In long term plans,
at least a portion of the -employ-
ers' contributions usually re-
mains in the plan until an em-
ploye leaves or retires.

If you take long term employe
savings plans and add an option
under which the accumulation at
retirement can be converted to a

life income-and many of these
plans already have such an op-
tion-what you have then con-
tains the essential features of a

retirement plan.

I WOULD LIKE TO ADD one

more feature to such a plan.
These plans usually provide that
the employe can contribute into
them a percentage of his salary,
usually from 2% to 8%. The em-
ployer then matches some per-
centage of the employes' contri-
bution. Suppose we provide that
the percentage matching by an
employer depends upon the em-
ployer's earnings. This adds a

 profit-sharing feature to theplan, with some other advan-
tages which I will discuss later.

Now we have something which
contains the elements of a retire-

ment plan together with a profit-
sharing feature. Suppose we use
plans of this type for a retire-
ment income. Are there any ad-
vantages in doing this over the
use of the traditional type of re-
tirement plan?

Here are some advantages of
this type of plan:

An incentive for employes.
Management is inclined to think
of its retirement plan as part of a
broad package of employe bene-
fits which serves as an incentive
to encourage the best efforts of
employes. However, most retire-
ment plans are poor incentive
plans.

Many plans do not provide for
any vesting usually until the em-
ploye has served for at least 10
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coming retirement p/an trend
to 20 years. Because of this rela-
tively long period required for
vesting, there are large groups of
employes who may consider that
your pension plan has little or no
value.

In contrast, savings plans are
much more liberal in this matter

of vesting. In savings plans, five
years for vesting of the employ-
ers' contribution is usually the
maximum. The period is fre-
quently much less. For this rea-
son, an employe savings plan us-
ually offers far more incentive to
employes than do traditional
types of retirement plans. The
influence of an employe savings
plan as an incentive is increased
by the fact that they usually en-
courage ownership by the em-
ploye of common stock of the
company.

Protection against inflation.
This is becoming important.
There is frequent discussion of
the possibility of a "normal"
price increase each year in the
order of three percent. This is
regarded almost as a standard.

Recently, one major insurance
company announced that it had
modified its pension plan by pro-
viding that pensions paid to its
retired employes would be ad-
justed to a cost-of-living index.
However, a provision of this sort
simply measures the increase in
amount of pension which is nec-
essary to protect the pensioner.

To measure the increase is not

the real problem. It's easy to
measure the increase in the cost

of living. The difficult question
is: "Where does the money come
from?" Presumably the addi-

tional money must come from
the company's earnings after the
employe retires. This can only
be done if the employer has fi-
nancial strength and stability,
such as an insurance company or
the federal government itself.

EQUALLY IMPORTANT is
the fact that such a provision to
increase pensions after retire-
ment, in a sense, defeats the
main purpose of the pension
plan. The purpose of such a plan
is to accumulate the money for
retirement income during the
working lifetime of the employe.
Sound management indicates

that this is when the money
should be accumulated. The pri-
mary purpose and emphasis of
Opinion No. 8 of the Certified
Public Accountants is to require

AEtnanow

guarantees
0

0
on group
pension funds.

that money for retirement in-
come be accumulated during the
working lifetime of the employe.
If this is so, where is the money
to tonne from to provide an addi-
tional income required to meet
an inflationary rise in prices af-
ter the employe retires?

Let us examine this problem of
providing funds befo're- retire-
ment to meet the rise inprices
which will occur after retire-
ment. Logically, the best solution
would seem to be to invest con-
tributions in a form such as se-

lected common stacks where

there would presumably be an
increase in value which would

correspond at least to some de-
gree with the inflationary rise in
prices.

Present day thinking in retire-
Continued on page 56

Once more, AE.tna is a step ahead of the industry
in liberalizing interest guarantees on the fixed
dollar portion of unapplied funds held under deposit
administration and deferred annuity contracts.

The new guarantees will be given to all deposits
made in the first five contract years until such
funds have been applied to provide pensions.
Interest will be compounded at the following rates:

First Two Years........ 7%

Next Eight Years...... 5'/2%
Thereafter .............. 4%

These guaranteed interest rates will also be given
to the fixed dollar portion of similar funds held
under all investment-type (including IPG) contracts.

For more details, talk to your broker or LEtna
Group Representative.

LIFE&CASUALTY

OUR CONCERN IS PEOPLE
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J&H urges pension updating plan'
app/y investment gain to benefits

NEW YORK-Jotnson & Hig-
gins has developed a "continuous
pension updating" proposal
which can be used to apply in-
vestment gains directly to meet
pension benefas, according to the
broke«ge firm's Benefit Plan

_-Blillitin.
"No form of pension plan yet

devised has been completely sue-
cessful in solving the problem of
increased pension liabilities
cause by higher salaries," the
March bulletin states.

The conflicting objectives are
the employe's wish for a pension
related to final pay and the com-
pany's wish for a plan with a
known and acceptable cost.

The bulletin states that final

some 7\
pitchers

throw

nothing
but
curves

pay plans commit the employer
to an unknown cost. "A variable

annuity plan limits the com-
pany's cost," the bulletin states.

"But it may go further than nec-
essary in giving away to em-
ployes the entire investment
earnings with resulting pensions
that are rnore than enough for
some employes and less than
enough for others."

IN ADDITION, the Internal
Revenue Service limits invest-

ment gains in fixed dollar plans
to cut employer costs and they
can't be accumulated as a re-

serve to meet future costs, the
bulletin states.

Basic career average formulas,

with past service benefits related
to pay on the plan's effective
date, and periodic updatings ap-
plying past service formulas to
length of service and current pay
and using investments to pay for
updatings, suffers from two
weaknesses, the J&H bulletin
states. "First, investment success

serves to reduce the company's
future costs instead·of creating a
reserve for future updatings.

Second, employes hare no assur-
ance that updatings will occur."

The article recommends that

the typical career average plan
be amended to provide that part
or all of each year's excess in-
vestment income be used to up-
date accrued benefits.

, 1
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You've heard the pitch -"highest new money rate"... "lowest annuity rate
guarantee... highest interest rate guarantee. But when yourre expecting
the straight pitch, you may see nothing but curves.
That's why Northwestern National's new "Balanced Package" Deposit Ad-
ministration Program scores with employers. It serves up a well-rounded
retirement program based on fundamentally sound values and outlooks. Bats
1.000 in compensating the pension broker. too.
Our Group Managers will be around to show you our balanced lineup. If you're
in a hurry to play ball, call (612) 372-5421 or write Darrel Walker, Manager,
Group Pension Sales. Our team throws everything straight!

tai A BALANCED PACKAGE

DEPOSIT ADMINISTRATION

PROGRAM  NORTHWESTERN NATIONALLIFE INSURANCE COMPANY

BOX 20 • MINNEAPOLIS. MINNESOTA 55440
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The annual procedure, accord-
ing to the J&H proposal, would
be as follows:

• As a part of each year's ac-
tuarial valuation determine the
additional benefit needed to in-

crease each employed accrued
pension to the amount it would
be if the original past service
formula were applied to current
salary, service or Social Security
tax base;

• Compute the cost of these

0

S

Z
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additional benefits;
• Compute the available ex-

cess investment income;
• Credit each employe with

that portion o f the updating
which can be covered by the
available excess investment in-

come, but not more than the en-
tire amount figured above;

• Use any remaining portion
of the excess investment income

as a credit against future costs.
The bulletin points out that in

Continued on page 47

BENEFITS PAID UNDER MAJOR

PENSION AND RETIREMENT PROGRAMS

».

1960 1962 1964

INSURED PRIVATE PLANS

1 1 NONINSURED PRIVATE PLANS

GOVERNMENT ADMINISTERED PLANS

1966 1967

This chart shows the benefits paid from private retirement plans and
government administered retirement plans from 1960 to 1967, acco;ding to
the Institute of Life Insurance. The chart also shows that insured private
retirement plan benefits have grown from $390 million in 1960 to $910
million in 1967, and noninsured plans have risen from $1.36 billion to
$3.34 billion during the same time period. In 1950, insured plan benefits
totaled $80 million, noninsured $290 million and government administered
plans $706 million. Since 1950, then, private pension benefits paid have
increased relatively faster than government plans, according to the Institute
of Life insurance. Total benefits from both sources have more than doubled
from $4 billiBn in 1960 to $8.7 billion in 1967.

Partial Protection -1762

Total Protection -1969

Pension and Employee Benefits.
Key Man Insurance. Total Business Protection.

L. J. GOLDSTEIN & CO., INC. Insurance Specialists.
250 West 57th Street/New York, N.Y. 10019/(212) 765-5090



Xerox profit sharin g
more than $29 mi//ion

ROCHESTER, N. Y. - Xerox
Corp. has distributed $29,477,000
to 21,400 eligible employes under
its retirement profit-sharing pro-
gram, up almost $6,000,000 from
1967.

The Xerox payout is based on
a sliding scale of return on as-
sets. For 1968, Xerox reported af-
ter-tax profits of $195,001,749 and
average 1967-68 assets of $797,-
402,068, for a 24.45% return on
assets.

The contribution percentage
for a return on assets greater
than 23.5% is 15%, the maximum
tax deductible amount allowed

by the Internal Revenue Service.
The contribution can drop to
13.8% on an asset return of 22%.

Of the distribution, $17 million
will go into the profit-sharing re-
tirement account, to be invested
by a trustee. The remainder will
go into four optional accounts as
chosen by employes.

A GENERAL FUND option,
picked by 4,550 employes, will
get $3,010,000 to be invested by a
trustee in the same account as

the retirement account.

A deferred Xerox stock option,
picked by 713 persons, will get
$439,700.

An immediate stock option,
picked by 1,974 persons, will get
$1,242,000, and a total of 14,162
persons will be paid $1,242,000
cash.

Xerox reported that total as
sets of the trust fund were $87,
667,714 as of Dec. 31, 1968, and
the 1968 trust fund contribution
was $18,186,000. The company
also reported a 13.3% apprecia
tion on the fund for 1968 off from
a 24.5% appreciation in 1967.

FOI* 17,688 XEROX salaried
employes the total distribution
was $26.1 million. A total of 4,053
salaried employes chose the gen

IRS approved
12,896 pension
plans in 1968

WASHINGTON-The Inter
nal Revenue Service issued ini

tial qualification letters for 12,-
896 pension or annuity plans
during 1968, the service has re
ported.

These plans covered 726,257
participating employes. The ser
vice also approved 10,864 profit
sharing plans covering 289,056
persons and 22 stock bonus plans
covering 26,479 persons in 1968, it
was reported. Total employment
under all approved plans was
3,030,441.

The determination letters

were for tax qualification under
section 401 of the IRS Code.

The service disapproved 184
pension applications, 130 profit
sharing applications and one
stock bonus plan. A total of 769
profit-sharing funds were termi
nated during 1968, . the service
reported, as were 672 pension
plans and two stock bonus plans

In addition, 1,340 pension plan
cases were closed without issu
ance of a determination letter,
and 907 profit-sharing plans and
four stock bonus plans met the
same fate, it was reported.

Pension group elects two
John B. Moore, partner of the

Wyatt Co., and Jacob Sheink
man, vp and general counsel of
Amalgamated Clothing Workers
of America, have been elected
members of the board of the
Assn. of Private Pension & Wel

fare Plans, Washington.

eral fund, 632 deferred stock,
11,141 cash and 1,862 the imme-
diate stock option.

The unit value of the trust
fund, which includes the optional
general fund and the retirement
fund, has reached $194.62, up al-
most 95% from its beginning in
1963. Xerox employes own units
of this fund according to how
much has been credited to their

retirement and general fund ac-
counts.

Employes who pick the imme-
diate stock purchase option have
their funds turned over to the

trustee who buys stock on the
open market with Xerox paying
brokerage fees. The deferred op-
tion postpones the purchase of
Xerox stock for two years. •

NO

NAMF

USW early pension
verdict still out

NEW YORK-For more

than three years now, steel-
workers have been able to re-

tire with full pension pay-
ments after 30 years service.

When this provision was in-
stituted, many in the steel in-
dustry feared that skilled
workers would opt for early
retirement and, while collect-
ing full pension payments,
take another job elsewhere-
such as in the construction in-

dustry. Conceivably, a man
could retire as early as age 48,
take another job and start a
second pension program.

The problem with the
study, according to a spokes-
man for the institute, is that it
may have been made too
early. The institute feels that
the question is still not ade-
quately explored.

 NAMFSOCIAL SECU
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Lincoln Life offers captives
variable annuity reinsurance

FORT WAYNE, Ind.-Officials
of Lincoln National Life Insur-
ance Co. have revealed that cap-
tive, as well as conventional, life
insurers can sell the Lincoln var-

iable annuity under a reinsur-
ance agreennent.

Under terms of the reinsur-
ance contract, Lincoln has sepa-
rated the insurance charge from
the investment charge allowing
the client reinsurer to assume

part of the insurance risk.
According to a Lincoln spokes-

man this enables a captive to
earn a part of profit on up to
75% of the mortality risk.

Lincoln charges 1.0002 % of as-
sets of the variable fund as a

premium for the insurance risk.
The program is primarily for in-
surance companies wishing to

i
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market a variable annuity prod-
uct, Lincoln officials pointed out.

IN ADDITION to any profit po-
tential in the insurance risk; cap-
tive company field forces could
be paid commissions associated
with the Lincoln equity product.
It was pointed out that the sales
force would have to comply with
Federal and state rules in selling
equity products.

The Lincoln insurance risk on

the variable annuity is based on
a progressive annuity table. If a
mortality profit is realized, up to
75% of the profit is paid to the
company; if there is a mortality
loss, up to 75% would be col-
lected by Lincoln from the rein-
surer. .

DISABILITY
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Halltech Reports Can OpenTheir Eyes toYour Employee Benefits Program
It's not enough to provide an employee benefits program for your personnel . . you have to tell them about it.

Not in generalities . . or in future prospects . . or in complex terms. But in simple language
related to each individual and his personal place in your benefit program.

Only then can he fully appreciate the extent of the benefits he enjoys and their effects
on his family and his future. Only then does your program become meaningful. Only then do

you get the return you deserve on your employee benefits investment. -=EA
Let us show you how Halltech Reports work.

Write for sample reports and descriptive literature. HALLTECH ASSOCIATES
A Joint Venture of Frank B. Hall & Co. find EDP Technology, Inc.

67 WALL STREET NEW YORK, N.Y. 10005 (212) 944-3300
Available through the Frank B. Hall & Co. offices in: San Francisco, Los Angeles, Honolulu
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Nixon administration backs

Federal fiduciary standards
By CAROL RATISHER

WASHINGTON-The Nixon

administration is backing a: least
the fiduciary aspects of pension

 legislation now in Congress and
is also sympathetic to Federal
vesting and funding regulation.

W. J. Usery Jr., the newly-ap-
pointed assistant secretary for
labor-management services,
summed up the current thinking
of the Nixon administration on

pension legislation in a state-
ment to Business insurance.

"I feel sure the administration

will support some form of legis-
lation establishing Federal fidu-
ciary standards in the private
pension and welfare field," Mr.
Usery said.

"Vesting, funding and plan
termination protection are under
discussion, and no positi6n has
been reached on these ques-
tions."

LABOR Department sources,
however, feel that the new ad-
ministration is sensitive to the
need for some form of legislation
in the vesting and funding area
to protect the rightful interests
of pension plan participants.

Rep. John H. Dent (D. Pa.),
chairman of the House general
labor subcommittee, has reintro-
duced the two Johnson adminis-

tration pension bills he spon-
sored last year, and hearings are
expected to begin in late May or
early June.

One bill would establish mini-

mum Federal vesting, funding
and reinsurance standards for

private pension and pr)fit-shar-
ing retirement plans. A compa-
nion bill would establish mini-

mum ethical standards for

fiduciaries, require disclosure of
additional information and make

other administrative changes.
"The mood of the House now

seems to favor passage of a
strong fiduciary respcnsibility
bill," Rep. Dent told Business In-
surance "These plans are becom-
ing an increasingly important
part of the security of the re-
tired, and Congress is tired of
seeing abuses.

"THE OUTLOOK for a vesting
and funding bill this year is less
clear," Rep. Dent said. "It is

alarming how many workers
lose their equity because of in-
equitable vesting procedures,
and the subcommittee plans to
look into the matter very close-
ly."

In the Senate, Sen. Jacob K.
Javits (R., N.Y.), ranking Re-
publican on the labor and public
welfare committee, is also ex-
pected to introduce substantially
the same comprehensive pension
legislation he introduced in the
90th Congress.

Sen. Ralph Yarborough (D.,
Tex.), the new chairman of the
labor and public walfare com-
mittee, is also expected to rein-
troduce the two pension bills
similar to ones he sponsored last
year. The two bills were identi-
cal to the Dent proposals.

Meanwhile, Sen. Harrison A.
Williams Jr. (D., N.J.), the new
chairman of the Senate labor

subcommittee, and his staff are
studying different approaches to
pension fund regulation, and the

Youdont
pronounce

M 0 NY money"
fornothing.

Ieswhatwe

makemore of for you on
investments...to decrease

the cost ofyour
Company Pension Plan.

M0NY
MUTUAL OF NEW YORK

The Mutual life Insurance Company Of NewYork.

senator is expected to introduce
his own proposal in this area
later in the session.

THE PROPOSED legislation
regulating the conduct of pen-
sion plan managers now before
the House general labor subcom-
mittee, introduced by Rep. Dent,
would invoke "prudent man"
standards upon the investment
conduct of fiduciaries, limit in-
vestment in employer stocks or
securities to 20% of the fair mar-
ket value and prohibit a fiduci-
ary or his relatives or business
associates from making loans
from the fund.

The bill would bar a person
convicted of certain crimes from
acting as a fiduciary for a period
of five years-following conviction
or the end of his prison sentence
and would require the bonding
of the fiduciaries of most plans,

Criminal penalties of up to six
months imprisonment or a $1,000
fine or both would be set for
willful violations of the proposed
act.

The secretary of labor would
be empowered to bring action
for violations in district court,
and either the employe or his
beneficiaries or the secretary of
labor could bring court action to
recover liability or remove the
fiduciary,

THE OTHER Dent bill intro-
duced this session sets Federal

vesting, funding and reinsurance
standards.

The bill would require the
vesting of accrued benefits after
10 years participation. Some
multi-employer plans would be
permitted to request a variation,
but in no case would a require-
ment of more than 15 years ser-
vice before vesting be permitted.

A minimum funding standard
would be established requiring
that a minimum ratio of assets to
vested liabilities be maintained.
This ratio ranges from 20% for a
plan in effect five years up to
100% for a plan in operation for
25 years.

The bill would require manda-
tory insurance on unfunded

vested liabilities as a protective
measure against essentially in-
voluntary plan terminations. A
Federal benefit insurance cor-
poration would be created within
the labor department to provide
this insurance.

THE COMPREHENSIVE pen-
sion bill introduced in the 90th
Congress by Sen. Javits, and to
be reintroduced this session in
basically the same form, covers
the same basic areas as the two
Dent bills. The most substantial
differences lie in the approach to
vesting, portability and adminis-
tration,

Sen. Javits' bill would require
that an employe receive a non-
forfeitable right to a full pension
after serving 15 years and reach-
ing age 45, or as an alternative, a
50% right after 10 years service
and a full right after 20 years.

A central portability fund
would also be set up to permit
the voluntary transfer or pen-
sion credits from one fund to an-
other for employers· with similar
plans who were interested in
taking advantage of this service.

Sen. Javits' bill would create
an independent pension and em-
ploye benefits commission pat-
terned after the SEC to adminis-
ter the proposed act and most
existing Federal regulatory
standards dealing with pension
and welfare plans. This is de-
signed to relieve employers of
the problem of dealing with mul-
tiple Federal agencies, concen-
trating expertise in this highly
specialized field in one place.

Continued on page 45



Strike threatens profit sharing
at Merrill Mfg., but plan lauded

MERRILL, Wis.-A strike at
Merrill Manufacturing Corp.
here may jeopardize the firm's
cash profit-sharing plan, accord-
ing to Don F. Taylor, president.

Mr. Taylor told a Corporate
Seminars session in New York

recently that his company's
profit-sharing plan did not pre-
vent a strike which began Jan. 13
and is still in progress. Last year
union employes changed from an
open shop AFL-CIO union to the
Machinists and Aerospace Work-
ers union.

The firm manufactures bright
wire goods, special wire form-
ings and small metal stampings
and employes about 240 persons.
The profit-sharing program at
Merrill is voluntary by manage-
ment and is not part of the bar-
gaining.

"THE FUTURE role of profit-
sharing at Merrill Mfg. will only
be determined when the em-

ployes are back to work and they
find that there will be several

» months before there will be a
distributable profit-sharing fund
again," he said.

The profit-sharing program
was begun in 1949 and paid out
an average of 11.7% of total pay-
roll in its first 16 years. Since
that time, the payouts have al-
most doubled.

The payout is computed in the
following manner: Fifty percent
of the company's net profit be-
fore taxes, less ten percent of the
capital stock and surplus of the
company. "This means that

roughly $2 out of every $3 of
corporate profit is distributed to
employes and taxed at the em-
ploye's rate," Mr. Taylor ex-
plained. The payment is made to
all employes except three owner-
officers.

The profit-sharing fund is di-
vided by an amount equal to the
payroll for the year, less officer's
salaries. This ratio is then multi-

plied by the employes' annual
earnings.

PROFIT-SHARING advances

are made quarterly based on an
estimate of earnings, Mr. Taylor
told the seminar. In addition, the
firm has a profit-sharing commit-
tee with a responsibility to in-
form employes of profit-sharing
provisions and'answer any ques-
tions employes may have. Em-
ployes are eligible for the plan
after three months of service.

Mr. Taylor said that he is coh-
vinced that profit-sharing is the
most meaningful productivity
systems incentive available to
management.

He said the goals his company
set included increased productiv-
ity of piece workers, improved
quality and reduced rejects.

"Rejected material returned to
the plant became the subject of a
full investigation by manage-
ment and the employes," Mr.
Taylor said. "It was soon discov-
ered that rework shipments had
only to reach the receiving docks
and within an hour or less super-
visory or union personnel were
in the production managers'
office demanding to know what
department had committed the
error, and if pobsible what em-
ploye. The knowledge of the re-
work costs, which was sub-
tracted from profit-sharing; be-

.-I
-

,Coast ASIM meeting
3 L The ASIM West Coast confer-

ence to be held in Los Angeles
May 7-10 will be hosted'by the

- Southern California chapter.
Plans for the conference are

being completed n-ow.

came common knowledge
throughout the plant and in turn,
spurred even greatep effort to
see that all products went out as
nearly perfect as possible."

MR. TAYLOR confessed that

there have been some "bad
things" that came as a result of
profit-sharing.

He said that some employes
feel that the plan should pay
only those engaged in direct pro-
ductive labor.

"There has not been the un-

derstanding that we had hoped
for of the basic economic facts of

life, despite some rather exten-
sive training programs that were
aimed at this end. There is a sus-

picion on the part of some em-

1

ployes that profits are maneu-
vered and that they wouldn'f be
happy unless they could see the
books," he said.

He also said that a merit rating
system has come under consider-
able fire.

In 1964, the company was the
subject of a case study of cash
profit-sharing by Prof. J. J. Jehr-
ing of the center for the study of
productivity motivation ' of the
University of Wiseonsin school of
commerce. A 40-page pamphlet
on the results of the study, in-
cluding an outline of the plan,
interviews with· company execu-
tives and employes, and an anal-
ysis by the center was subse-
quently published by the univer-
sity. •
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MERGERS & ACQUISITIONS

Is your insurance program receiving the creative thinking,

marketing knowledge and service that it deserves?

Call us and see the difference, or write Dan Gabel, Secretary-

Treasurer for our brochure.

1869

HAGEDORN & COMPANY
ONE LIBERTY STREET

NEW YORK, N. Y. 10005
(212) 269-1100

For 6 cents,
a benefit from
Marsh&Mdennan?

A 6¢ stamp is all it takes to get our executive
newsletter. "Employee Benefit Plans." This newsletter
keeps you up to date on all important news and trends
in corporate benefit planning. It's available only
from Marsh & Mclennan. it's published six
times a year. It's yours for the asking.

"Employee Benefit Plans" is _. JE 4
concise, authoritative. It tells r ,IllbillIl,-you what's new in this complex. 51:ss,p,*
changing field. Tells how it ski#9".:
could affect you and your
company. Tells it as only Marsh
& McLennan. industry's leading
benefit consultant could.

Featured in a recent issue: When Is *i

An Employee -Highly-Paid"? o The New
IRS Integration Proposals. 0 Presumption:
Pension Plan Life insurance Is Paid by
Employer Contributions. 0 Private Retirement Funds
Top $103 Billion. o Plus Specific Case Histories.

Write today for "Employee Benefit Plans" to
Marsh & McLennan, Incorporated, 231 South LaSalle

42' Street, Chicago.Illinois 60604. We plan benefits...
around the world.
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Here's easy investment performance formula
NEW YORK-Measuring in-

vestment performance has be-
come almost a mania for some

managers of pension and profit-
sharing funds. The Bank Admin-
istration Institute and the Na-

tional Foundation of Health,
Welfare and Pension plans have
each released lengthy reports on
the subject.

However, according to Wil-
liam A. Dreher, vp and director
of A. S. Hansen, "for many situa-
tions a rough indication of in-
vestment performance is all that
is needed.'f -·

During a recent American
Management Assn. seminar on
pension fund investment man-
agement, Mr. Dreher outlined
two formulas for computing to-

Meet...

"the doers"

At Billig-Mammel-Olson
& Associates...

They do their thing in

establishing sound pro-
grams in the area of

employee benefits which

includes pension and

profit sharing; they of-

fer expertise in personal
and business financial

planning; they render

*
BILLIG

MAMMEL

OLSON
& ASSOCIATES

actuarial service, and

they assist you through
the maze of details by

creating a sensible and

orderly program.

When the crucial deci-

sions in these areas face

you and your firm, make
one important decision
ahead of all others. Call

on the "doers".

Robert W. Billig
Dwain R. Horn

Carl G. Mammel

Evan E. Olson

Robert C. Schropp

Robert F. Swartzbaugh

Ph. 342-6300

3001 Douglas

Omaha, Nebr. 68131

tal rate of return on investments

for a fund and for common
stocks.

He said that total rate of re-
turn measures the effect of inter-
est, dividends and realized and
unrealized capital gains by relat-
ing these investment increments
to the assets giving rise to them.

TO COMPUTE the overall
rate of return of a fund for a
year, he said, four numbers are
required: market value of the
total fund as of the beginning of
the year, market value of the to-
tal fund as of the end of the year,
total contributions paid into the
fund from both employer and
employe, and total benefit pay-
mehts and expenses including
pension payments, refunds on
employe contributions, and lump
sum amounts disbursed for an-
nuities.

He said that market value of
total fund refers to the sum of
market values of stocks, bonds,
other investments, and other
miscellaneous assets. Cos. values
of bonds and other fixed income
investments may be used, he
said.

The overall rate of return, ac-
cording to this formula, is a ratio
of the total investmen: incre-
ment, divided by the time-
weighted value of the assets. To
isolate the investment incre-
ment, he said, the fund's increase
in market value is deducted from
that portion attributable to con-
tributions plus the deductions
for benefits and expenses.

The formula is: market value

at the beginning of the year, less
market value at the end of the

, year, minus contributicns, plus
total benefit payments.

THE FORMULA for time-

weighted value of assets is mar-

WHETHER YOU ARE BUYING OR SELLING GROUP
INSURANCE. BE SURE TO CHECK

Washington National Group Department's
BALANCE SHEET

DECEMBER 31, 1968

Adm itted Assets

INVENTORY OF THE LATEST

• Group life insurance coverages
• Group health insurance coverages
• Group specialty coverages

PHYSICAL FACILITIES INCLUDING
• Home Office in Evanston, Illinois
• 36 Group Offices in key cities
• A complete computer service complex

INTANGIBLEASSETS

• Nearly 50 years of "group" experience
• 102 professional salaried group fieldmen
• Reputation for fairness and promptness
• Goodwill of thousands of group policyholders

Responsibilities & Capabilities

RESPONSIBILITIES

Over 5,000 insured groups ranging in size
from 10 to 40,000 employees- including
• Business • Health & Welfare Funds

• Industry • Associations & Trade Associations
• Unions • Educational & Political Institutions

• Credit Unions

CAPABILITIES

• Can provide complete "group" coverage
• Tailor made plans down to 10 life groups
• Personal design, sales, & service assistance
• Flexible group administration
• Fast, fair, efficient claim service
• Lower net costs

-/- ...YOU'LL DO BETTER WITH...

Washington National Insurance Company
EVANSTON, ILLINOIS 60201

A PIONEER AND LEADER IN GROUP INSURANCE

Rate of return worksheet

1. Beginning of year
market value

2. End of year
market value

3. Contributions

during year

4. Benefits and

expenses

5. Purchases

6. Sales proceeds

7. Dividends

8. Increase in value

9. Total investment

increment

10. Time weighted
value of assets

11. Rate of return

Source: A.S. Hansen Inc.

3-4

5-6

2-1

1 + !48

9 + 10

ket value at the beginning of the
year, plus one half total contri-
butions, minus one half total
benefit payments.

For example, if market value
of the fund at the beginning of
the year was $1,200,000, market
value at the end of the year was
$1,600,000, new contributions
were $300,000 and benefit pay-
ments were $80,000, then:

Total investment increment

would be $180,000;
Time weighted value would be

$1,310,000;
And the approximate rate of

return would be 13.7%.
To determine the rate of re-

turn on common stock invest-

ments, according to the Hansen
formula, the inputs required
are: market value of common

stocks at the beginning and end
of the year, total stock purchas-s
during the year, total proceeds
from stock sales during the year
and total dividends during the
year.

Total investment increment is

market value of the stocks at the

end of the year, less market val-
ue at the beginning of the year,
minus purchases, plus sales pro-
ceeds and dividends.

THE TIME-WEIGHTED asset
value is market value at the be-

ginning of the year, plus one half
purchases, minus one half sales
proceeds and one half dividends.

For example, if beginning
market value were $600,000, year
end market value were $900,000,
purchases $400,000, sales $250,000
and dividends $20,000, then:

Total investment increment

would be $170,000;
Time-weighted increment

$665,000;
And the approximate rate of

return would be 25.6%.
Mr. Dreher said that for com-

8

7

Total fund Common stocks

parison, the annual rate of re-
turn on common stocks in the
Standard and Poors 500 for the
past several years were: 1963,
22.5%; 1964, 16.3%; 1965, 12.3%;
1966, minus 10%; 1967, 23.7%;
and 1968, 10.8%.

A worksheet for applying
these formulas is provided else-
where on this page. •

Austin takes post
Richard H. Austin, formerly

with General Electric, has joined
University Computing Co., Dal-
las, as corporate manager of em-
ploye relations.

Actuaries

E. PAUL BARNHART, F.S.A.
Consulting Actuary

130 So. Bemiston Ave., Suite 400
St. Louis, Mo. 63105

Telephone: 314-727-8894

HUGGINS & COMPANY, INC.
Consulting Actuaries

1401 Walnut Street

Philadelphia, Pa. 19102
(215) LOcust 4-1122

MILLER, MASON & DICKINSON, INC.
Consultants and Actuaries

PHILADELPHIA:

21 E. School House Lane

NEW YORK: 66 Park Avenue



California bill would
eliminate lump sum
payments

SACRAMENTO Cal.-As-
sembly bill 421, introduced in
the California legislature now
in session here would elimi-
nate the present lump sum
death benefits of workmen's
compensation.

The proposed new law
would provide, instead, that a
widow would receive the pres-
ent maximum weekly bene-
fits of $87.50 until death or re-
marriage.

If adopted, it has been esti-
mated· the new proposal
would require an increase of
between 10% to 15% in com-
pensation rates.

Mobil's saving plan has 94% participation
NEW YORK-Mobil Oil Corp. or some combination of these The Mobil savings plan is de- suspenaed for six months, and no draws or retires. Mobil's contri-

counsel Robert S. Lane discussed choices.
signed as a lang-range invest- further partial withdrawals are butions to the saving plan are

the Mobil saving and stock pur-
ment prcgram, witt penalties for allowed for two more years. tax deductible.

chase plan and examined the THE INVESTMENT flow of withdrawal or termination dur-
In this general discussion of

role of such plans as incentives the trust's funds over the years ing the first live years, and re-
THE EMPLOYE nnay also corporate saving plans, Mr. Lane

at a meeting last month spon- in the various investment choices strictions on withdrawals after make an "allotment withdrawal" endorsed those plans offering

sored by Corporate Seminars have been: that period. of up to 100% of his total allot- employes freedom of participa-

Inc.
Investment Choice Range In general, if an employe ter- ments as of the end of the pre- tion, a choice of investments, and

The seminar brought together Mobil stock 45%-63% minates employment or with- ceding plan year, less the cumu- the incentive of an employer

some 65 representatives of top Savings bonds 16%-40% draws his full account during his lative total of all prior allotment contribution.

management from all parts of Investment companies 5%-15% Arst five years' par:icipation he withdrawals, Mr. Lane ex- Mr. Lane also pointed out that

the country to discuss various Trustee funds 2%- 4% would not be entitled to any plained. No penalty is imposed saving plans offer employers and

kinds of financial incentives and Cash
1.73% company contributions. Aft6r for an 'allotment withdrawal," companies other substantial ad-

their application to e mployes A participant terminating €m- five years. withdrawal of the full although another such with- vantages, in addition to the tax

ranging from general office per- ployment with Mobil after five account is permitted, although drawal may not be made for an- benefit. Saving plans, he said,

sonnel to high-salaried execu- years in the program is entitled the employe then may not par- other two years. can help attract and retain high
caliber men and women, stimu-

tives.
to his entire account. The em- ticipate in the plan for one year, Both Mobil and participating

late a broader understanding of
The Mobil saving plan, in op- ploye may elect his settlement in Mr. Lane said. employes enjoy substantial,tax

industry and its problems
eration since 1951, is one of the a lump sum in cash or securities "Partial withdrawals' of Tip to advantages under the Internal

most successful plans in the or have the settlement paid aut one-third the velue of the ac- Revenue Service Code, Mr. Lane

country with 94% employe par-
in installments over from 3 to 15 count may be made after five said. The employe is not subject

through a direct stake in compet-

ticipation, Mr. Lane said. It is years or in the form of a fixed or years' parricipation. In that case, to income tax on the company's itive enterprise and offer those

also one of the most flexible, of-
variable life annuity, Mr. Lane however, both his allotmen: and contributions or on the earnings investing in employer stock an

fering participants a wide range
said.

the company con: ributions are of the trust until he either with- incentive to do a better job. •

of investment choices, he added.
The plan may be used to build
capital for retirement, or more
current expenditures or both,
and is in addition to a regular
pension plan.

MOBIL HAS HAD a pension
plan since 1903. It became con-
tributory in 1931 and remained
that way until this year when
contributions became optional,
Mr. Lane said. It covers all U.S.
citizen employes and provides a
pension based on approximately
1.5% multiplied by years of ser-
vice times average final pay. The
formula is integrated with Social
Security benefits.

All employes of Mobil and its
participating affiliates are elig-
ible to participate in the saving
plan after one year's service, Mr.
Lane said. Each participant
elects to allot from 1 % to 10% of
his base pay to the savings plan,
and the amount may be changed
once a year.

Mobil's contributions come out
of its accumulated earnings and
profits in an amount equal to 4%
of an employe's base pay. Before
Jan. 1, and still for some employ-
es, the company contributed 60%
of the employe allotment for
persons with less than 10 years'
participation; 80% for from 10 to
20 years; and 100% for 20 or
more years, Mr. Lane explained.

Total company and employe
savings are paid over to a trustee
and invested at the employe's di-
rection in Mobil stock, U.S. series
E government bonds, eligible
shares of 64 investment compa-
nies and two private mutual
funds, cash with no interest paid,

S.F. brokers merge
Emil Leuenberger Jr. has

merged his own insurance bro-
kerage firm in San Francisco into
the Thompkins Co. and will be-
come senior vice president of the
surviving Thompkins & Co.

Performance is the name of the game...in pen-
sion funds as well as in golf.
An improvement of 1% in' the performance of
your pension, fund can result in a savings of 20%
in pension costs.
We invite you to compare your present return
with The Travelers investment performance.

See what our investment experience can do for
your pension fund ! Contact your local Travelers
Group Man today.

AVELERS COMPANIES
One Tower Square -
Hartford, Connecticut 06115



32/business insurance, April 14, 1969

Chicago's First National Bank
employes retire at 70% of pay

CHICAGO - Slightly more
than 4,000 employes of the First
National Bank of Chicago partic-

ipate in what may be the oldest
pension plan in the U.S.

Started in 1899, employes now
contribute 2% of their salaries to

the fund and the bank pays an

additional percentage of the
combined member-employes'

salaries (currently 5%).
Employes must complete 15

years' service to be eligible for a
pension, although the bank can
approve eligibility for those with
less service.

A MALE employe can retire
on pension at age 68, females at
age 55, but retirement is manda-

tory at age 65.
Upon retirement, an eligible

male employe receives 2% of his
"average final salary" times the
number of years he has served
the bank, up to 35 years.

An eligible retired female re-
ceives 2% % of her "average final
salary" times her years of ser-
vice, up to 28 years.

An "average final salary" is
the average of the highest an-

nual salary paid the employe in
the calendar year of retirement
-and in each of the preceding

four years.
Tied to Social Security pay-

ments, First National's pension
payments are reduced by the
amount equal to one-half the

amount of a pensioner's Sccial

Security benefit, until there has
been recovered an aggregate
amount equal to the Social Secu-
rity taxes imposed upon and paid
by the bank with respect to the
pensioner.

THIS reduction, however, is
adjusted in some cases 90 that
the combined sum of the Social

Security benefits and pension
shall not be reduced below a to-

tal of $250 per month. In other
cases, where the combined sum
is less than a total ef $250 per
month, the pension remains un-
diminished.

John Clark, a vp in personnel
told Business Insurance, that al-

1

Behind this
dollarlapelpin
isanoffer
thatmaysaveyou
thousands.

We're the "Up Group", the Group from
Union Mutual Life. Besides earning us a nick-
name, our approach to the Group business
has produced a billion dollar in-force in-
crease, in a little under four years. That's up!

On the way we've saved a lot of companies
a lot of money. We're not talking just about
lower premiums, because the true cost of
Group Insurance is not measured in premium
dollars alone. It's measured by the protection
those dollars provide, and by the service we
provide.

Whether it's underwriting, claims, or ad-
ministration, the people who wear the "Up"

pins know this business inside out, upside
down and backwards. But we also know

enough to be productively discontent. That's
why the "Up Group" approach is a question-
ing one. It asks, "How can we do it better?"

though the pension plan is not
portable, has no vesting, and is
without an escalating factor, it
now provides that eligible em-
ployes have the right to request
a lump sum pension payment
upon retirement. Approval by
the bank is necessary for a lump
sum payment, which is a protee-
tion for employes against them-
selves, Mr. Clark said.

A disability feature of the pen-
sion plan provides that if an em-

ploye becomes sick or injured

before reaching prescribed re-
tirement age and is eligible for
the plan, he or she will be per-

mitted to retire on full pension

payment.

Another major feature is sur-
vivorship payments. The surviv-

ing widow of an employe with 15
or more years of service is elig-

ible for pension payments of one-

half the amount such an employe
would have been entitled to if

the employe had retired as of

That's not a new question. We've been
asking it and coming up with the right
answers for 120 years. Tomorrow, we'd like
to apply the "Up Group" approach to your
Group Program to see if we can increase your
coverages, reduce your cost, or both. That's
our offer. Take uS Lp on it. Have youragentor
broker contact one of our Group Offices or
write to Mr. Roger H. Fulton, Second Vice
President, Group Sales, Union Mutual Life
Insurance Company, 400 Congress Street,
Portland, Maine 04112.

UNION
MUTUAL
LIFE

1

INSURANCE COMPANY

They call us the"Up Group"

the date of his death. Should the

surviving widow remarry, the
pension payment is discontinued.

THE DECEASED employe's
unmarried children under age 18
are entitled to equal shares of a
surviving widow's pension pay-
ment if the surviving widow is
dead or dies while entitled to the

pension payment. Such pension
payments cease when the chil-
dren reach age 18 or are married.

Where there is no widow or

children eligible for the employ-
e's pension payment, the em-
ploye's contribution, plus inter-
est compounded semi-annually
at the rate of 4% per year, is
turned over to the employe's es-
tate.

If an employe takes another
job or leaves the bank for any
reason other than retirement,
death or incapacity, he or she
does not receive any part of the
bank's contribution to his or hers

pension but does receive an

amount equal to the his or hers
contribution to the fund, plus in-
terest.

First National also has a non-

contributory profit-sharing pro-
gram for employes, which was
begun in 1953.

Under a formula determined

at the close of each year, depend-
ing on the profits for the year.
the bank contributes a maximum

of 13% of the aggregate basic
salaries paid to qualified employ-
es.

This amount is then credited to

the individual's profit-sharing
account. All participants with
accounts in the trust share pro
rata in any gains or losses arising
from investments of the trust

funds by the trustees.
To qualify for the profit-shar-

ing plan, employes must, gener-
ally, have completed live years'
service. A leave of absence is

subtracted from an employe's
service tirne. •

Regu/ators in
Canada mu#

variable pacts
TORONTO-New doors open-

ing for life underwriters in Can-
ada have led to the need for a

new set of regulations for the
industry.

A draft or rules governing the
issuance of variable life insur-

ance contracts was proposed at a
meeting of the Assn. of Superin-
tendents of Insurance of the
Provinces of Canada.

The new contracts-variable

annuities-are a departure from
the life firms' traditional stress

on guaranteed values. The super-
intendents are concerned with

making sure that prospective
purchasers are aware of the diff-
erence.

THE LIFE COMPANIES are

particularly eager to have uni-
form guidelines across the coun-
try with regulation of the varia-
ble contracts remaining with the
departments of insurance, rather
than with the provincial secu-
rities commissions.

The move into the variable

contracts has given the mutual
funds some ammunition in their

campaign to get the provinces to
permit the same man to sell both
mutual funds and life insurance

(dual licensing)-a scheme to
which the Life Underwriters

Assn. of Canada is opposed.
The superintendents indicated

they would study the question of r
dual licensing; however, no ac-
tion would be taken until all par- ,
ties have seen the report of the
Canadian Committee on Mutual

Funds and Investment Contracts,
due early next year. •



pension fund fraud
CHICAGO-More than 3,500 to having ten years of service

employes of the Argonne Na- with the laboratory.
tional Laboratory have charged The group annuity contract
the University of Chicago with further provides that amount
misappropriating premium re- rebated would be credited

bates on their pension plan, ac- against subsequent annual pre-
cording to a suit filed in circuit miums that the laboratory would
court here. pay, according to the suit.

The university operates Ar- The suit also charges that "the
gonne laboratory for the Atomic defendant, as a result of its con-
Energy Commission. University version, paid approximately one-
spokesman would not comment third less into the retirement plan
on the suit. than it was required to pay."

The plan is a group annuity The suit asks that the univer-

underwritten by Prudential In- sity account to the plaintiffs for
surance Co. of America. the amount in question that was

The suit alleges that the allegedly applied to the pension
amount converted and misap- plan. It also asks for employe
propriated by the defendant will representation in the administrB-
exceed $12,000,000. tion of the pension and group

Ca#Mity Ble##-
THE REBATES are alleged to

have been used to pay Argonne's
contribution of the annuity pre-
mium, according to Bernard M.
Mamet, lawyer for the employes.

The pension plan, which was
begun in 1948, calls for employes
to pay 2 &6 % of salary up to $250
per month and 5% of monthly in-
come in excess of that amount.
The plan is mandatory for all
employes.

The Argonne, or the university
as the employer, contribution to
the pension plan is 7 42 % of an
employe's monthly salary up to
$250 and 5% of the monthly sal-
ary in excess of $250.

For the year ending Jan. 31,
1969, the suit charges that Ar-
gonne paid $1,095,633.25 in pre-
miums to Prudential and re-
ceived $487,627.01 rebates.

The rebates were applied to
the laboratory's contribution to
the pension plan, according to the
suit.

George Dickerson, assistant
business manager at Argonne
said the laboratory's employes
were aware that the rebates
were being applied to the pen-
sion plan and that the govern-
nnent had approved the proce-
dure to reduce the cost of the
pension plan.

THE GROUP annuity plan
provides for the payment of
gross premiums. Any return on
investment and interest is sur-
plus accruing under the contract.
The contract also calls for the
rebate of other monies in the
event one or more employes ter-
minate their employment prior

City owes
Socia/ Security

HARTFORD-The housing
authority of Bridgeport will
have to pay the state of Connec-
ticut $9,346.76 as the result of an
unanimous opinion by the state
supreme court.

The court ruled that the state
was correct in claiming that the
housing authority is responsible
for Social Security deductions as
contributions for special police-
men who were on duty at hous-
ing projects between 1956 and
1962.

The $9,346.76 sought by the
state is actually a reimburse-
ment for a similar sum paid by
the state. to the Social Security
administration. An issue in the
case was the employer-employe
status, if any, between the hous-
ing authority and the special po-
licemen.

The state supreme court up-
held a state superior court deci-
sion that the special policemen
were city employes and that the
city was obligated to reimburse
the state for its expenditures. •

across the board...
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Business insurance deals with total risk protection: employe
benefits, property, liability, pension and profit-sharing plans,
workmen's compensation, safety and security - because its
readers do. You can promote your product or service story
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In the midst of a merger? When things start to mesh there's
a lot to think about...a lot of details to remember.

Don't overlook the employee benefits obligations-or the problems of blending
two different programs into a common plan that's right for everyone.

It's pretty complicated.... very specialized.
Ask Hall for help. Let a team of employee benefits professionals

examine the problems and recommend solutions.
ASK FOR TOPICS AND TRENDS The Hall monthly fact letter, written expressly

for the employee benefits field. There's no charge of course.

-Franli B.liall & co.
New York • San Francisco • Los Angeles • Honolulu • London • Oslo • Hong Kong  Melbourne
Service Facilities Throughout the World
• /nsurance Brokers • Average Adjusters • Emp/oyee Benefits Consu/tants • Estate Analysts • Actuaries
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Benefits buyers' guide to variable annuities
FORT WAYNE, Ind.-Instrue-

tors at a Lincoln National Life
Insurance Co. seminar, or. vari-
able annuities outlined a check-

off list for investment managers
buying such products.

Ian Rolland, a second vp and
manager of the variable annuity,
department at Lincoln National,
said that sales charges of vari-
able annuities offered by various
insurers range frorn 5.'-5% up to
6% with up to a 2% premium tax
charge in some sta:es. fixed
charges of between $10 and
$22.50 and a 1.5% conversion
rate. Some group charges can be
as low as 2.5%, he said, with a
fixed charge of $115.

A second checkpoint in pur-
chasing a variable anruity is the
periodic charge the company

makes on funds in the account,
Mr. Rolland continued. This can

range from .323% for investment
management up to 1.44%. He
pointed out that the periodic
charges by insurance companies,
in comparison to bank invest-
ment management charges, can
include expense and annuity
rate guarantees. Other charges
are made for minimum death
and waiver of premium benefits,
if part of the contract.

FOR EXAMPLE, sales charges
for the Lincoln National group
variable annuity include a 5.25%
deduction for sales and adminis-

trative expenses, .75% for the
optional minimum death benefit
and .323% for annual investment

management charges.

(Business Insurance has learned
that leading banks across the U.S.
have quietly begun price hikes
for investment management and
other trust services.)

In addition, a deduction of
1.002% of the current value of

the fund is made for annuity rate
and expense guarantees.

Other items an investment

manager may look at in evaluat-
ing a variable annuity product
include guaranteed annuity
rates, surrender charges and in-
terest rate guarantees on the
fixed portion of the variable an-
nuity contract. In addition, cur-
rent interest rates on the fixed

portion car. exceed the rate,
guaranteed, it was pointed out,
and can be important to the buy-
er.
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Other product features to be
checked in the purchase of a
variable annuity include loan
provisions, termination options,
flexibility of payment schedules
(the so-called stop-and-go provi-
sion), cancellation charges and
payout options at time of retire-
ment.

Finally, Mr. Rolland pointed
out, total assets of a variable an-
nuity fund, past investment per-
formance and net gain or yield
are important to check on in
making a variable annuity pur-
chase.

It was pointed out during the
seminar that the variable annu-

ity was developed to meet the
trend toward earlier retirement,
longer life expectancy and the
threat of inflation eroding the
purchasing power of fixed-dollar
income. Insurance companies are
competing with banks, mutual
funds and other investment

counsel for pension and profit-
sharing funds.

Traditionally banks have had
the lion's share of this business,
but others have begun to com-
pete for this business.

WILLIAM Sanders, manager
of the pension and profit-sharing
department at Lincoln, predicted
a big growth for variable annu-
ities in the group area. He out-
lined several ways a variable an-
nuity can be included in a com-
pany's benefit program.

He said that perhaps a big po-
tential growth area is in termi-
nal funding under a company's
existing profit-sharing or pension
plan. He said that Lincoln legal
counsel contends that an amend-

Tlle TPFIC
TAX MANUAl
and Supplement Service

The TPF/C TAX MANUAL is

the only one volume reference
work containing a// current
Code provisions, Regulations
and Revenue Rulings governing
qualified employer-spcnsored
pension and profit sharing
plans. Updated quarterly, the
TPF/C TAX MANUAL is a loose-
leaf service tab-indexed into 11
sections for quick location of
information:

The Code

The Regulations
Qualification

Integration
Information Required
Deductibility
Taxability to Employees

and Beneficiaries

Foreign Service
Profit Sharing
Termination & Curtailment
Miscellaneous

ment to existing plans is often
not necessary in order to add a
variable annuity option.

He said that trustees can add a

variable annuity option in addi-
tion to cash, cash installments,
cash and company stock or fixed
annuity settlements in profit-
sharing programs. Mr. Sanders
admitted that only an estimated
4% of all U.S. corporations cur-
rently offer a variable payout
as part of their retirement pro-
grams.

He said one reason employers
are interested in the annuity op-
tion is that the insurance com-

pany then has the responsibility
to pay the annuitant. He said
that 30% of all annuitants be-
come incapacitated sometime
during the payout period, and
the headache of getting powers
of attorney often falls on the
employer in bank-administered
plans.

Mr. Sanders also outlined an
experimental product which has
tentative Internal Revenue Ser-
vice approval, called Target;
an assumed benefit plan. This
product can be set up under a
level contribution pension plan
which allows employers flexibil-
ity in annual contributions for
each employe.

UNDER THE PLAN, the em-
ployer determines the cost for
each participant of an assumed,
fixed benefit at retirement. For
example, at age 29, for an em-
ploye to get $100 per month, the
annual contribution would be
less than at age 40.

The employer's contribution
Continued on page 39

Over 1500 Benefit Plan Admin-
istrators, Trust Administrators,
Accountants, Consultants,
Actuaries and Government
Officials use the TPF/C TAX
MANUAL service. The cost of

the TPF/C TAX MANUAL is $65.
The Supplement service is sold
on a four-Supplement subscrip-
tion basis at a cost of $30.

To order your TPF/C TAX
MANUAL and Supplement ser-
vice or to request more infor-
mation, please fill out the
coupon:

To: TPF/C Publications, 3 Penn Center, Philadelphia, Pa. 19102
I would like to order_ TPF/C TAX MANUAL(s) and Supplement
service subscription(s)
Name

Organ|7Ation

Street Address

City StAte 7ip Code

Check here if you just want more information



benefit tax slants

Here's a handy summary of tax
considerations in pension payout

NEW YORK-Anyone who
has a stake in pensions-includ-
ing those who advise, administer
or direct distributions-ought to
be generally familiar with the
elections and tax angles relating
to pension payouts. Here's why:

In 1962, the U.S. court of ap-
peals awarded an additional
$41,000 to the estate of an em-

ploye because the employer was
careless in misinforming the em-
ploye on the consequences of a
pension election (Gediman V.
Anheuser Busch Inc., 299 F.
2d.537.)

Here, in capsule form, is the
tax story of payments to a re-
tired employe or his beneficiary
under a "qualified" pension
plan.

Lump-sumpayments:The
general rule is that an employe

or his beneficiary is taxed on the
amount distributed in the year it
is paid out. [Internal Revenue
Code Sect. 402 (a) (1).] But the
exact treatment on amounts dis-

tributed will depend upon
whether:

• Payments are made in a
lump sum or in installments;

• Payments are made as re-
tirement income or at employ-
e's death;

• Payments represent life in-
surance proceeds;

• Payments are made because
of severance of employment, dis-
ability or termination of the
trust.

Each of these factors deter-

mine what amounts are to be

taxed and how they are to be
taxed, and what portion, if any,
will receive tax exempt status.

Pension accumulations paid
out in a lump sum-whether on
severance, retirement or death-
are taxed to the employe or his
beneficiary as long-term capital
gain to the extent that they ex-
ceed the employe's contribution.
But the entire payout must be
made within one year as a result
of the employe's death, retire-
ment, or other separation of ser-
vice [Internal Revenue Code
Sect. 402 (a) (2)]

WHILE DISTRIBUTION must
be made in one taxable year to
obtain the capital gain treat-
ment, it need not necessarily be
made in the year of retirement.
The Treasury ruled that where
an employe left his interest in
the trust for four years after he
left the company, he was none-
theless entitled to capital gain
treatment [Rev. Rul. 60-292. See
also Rev. Rul. 62-190].

Actual termination of

employment (including retire-
ment) is essential if the capital
gains treatment is sought. Total
distributions caused by the plan's
termination results in ordinary
income (Buckley, 29 T.C. 455.)

How are lump-sum payments
of life insurance policies han-
dled? Where a policy is handed
over to an employe, he will be
taxed on the cash value when he
gets it-unless it is converted
into an annuity within sixty
days.

A QUALIFIED pension trust
may turn over a life insurance
policy to an employe upon re-
tirement. It may also be turned
ver to a participant as a seve-
rance benefit upon termination
of service prior to retirement.

But keep in mind that if the
participant seeks capital gains

treatment he must show com-

plete separation from service,
plus the receipt of his total inter-
est within one taxable year. (In-
ternal Revenue Code, Sect. 402

If death occurs after the policy
is turned over to the ernploye,
the beneficiary escapes tax on
the entire proceeds. (Rev.Rul. 63-
76).

Since the rules require an em-

ploye to include in his income
tax, while alive, the cost of cur-
rent insurance protection, a por-

tion of the proceeds of a life in-

--

surance policy representing such
contributions, are received in-
come tax free by the beneficiary
[Internal Revenue Code Sect. 72
(m) (3) (c)]. The cost of this

current insurance is spelled out
in Rev. Rul. 55-747. The total of

this amount is excluded from in-

come tax.

IN ADDITION, the proceeds
are exempt from income tax to
the extent the payment is consid-
ered current insurance protec-
tion, i.e., the excess of the death
benefits over the cash value of

the policy immediately proceed-
ing death [Internal Revenue
Code Sect. 101 (a). It follows
that only the cash value of the
insurance proceeds immediately
before death is considered in the
income tax calculation.

In addition, the beneficiary can
take advantage of a special
$5,000 income tax exemption
which might further reduce the
taxable benefits under a qualified
pension plan [Internal Revenue
Code, Sect. 101 (b)].

Installment payments: If the
total amount available to the

employe or his beneficiary is
paid out over longer than one
taxable year, amounts that ex-
ceed whatever the employe con-

tributed (if any) is taxable un-
der the annuity rules [Internal
Revenue Code Sect. 72 and Sect.

402 (a) (1)]. So for practical

purposes, ordinary income tax
rates apply to installment pay-
outs with an exemption for the

U C«61,6=5 6,66147 [Utte, npIN -19, 1303/ 42

portion of the benefits that rep-
resent pure insurance proceeds
and a tax-free recovery of em-

ploye contributions-both actual
and the term insurance cost-for

which the participant has paid a
tax [Internal Revenue Code
Sect. 72(b)(c) and (f)(1); Regs.
1.72-16(c)(2) (ii)].

THE RULES FOR the taxation

of installment payouts to the
participant can be broken down
as follows:

1. Noncontributory plan-if
the employe contributes nothing
to the plan, the entire amount of
the distribution is taxable as or-

dinary income in the year that it
is received.

2. Contributory plan-If the
employe has made contributions
to the plan, then the following

rules apply:

(a) The part of the distribu-
tion which is attributable to em-

Continued on page 44

Wouldn't you
and your employees
prefer a life policy

with a faster

estate buildup feature?

APOLLO 30 gives you this big advantage. It's a plan
of life protection that builds up an estate faster than
other policies. What's more, it offers optional return

of basic premium on top of the face amount, optional
return of cash values on top of basic premium return

and face amount, and optional life income with

increases in monthly pension possibilities. APOLLO
30 is ideal for the self-employed businessman and
heads of other businesses. It gives an important per-

sonal addition to the company retirement pro-

gram, and premiums do not have to be included

in the terms of any Keogh plan.

APOLLO 30 is just one of Bankers Security's plans
designed to meet the challenges of these fast-changing

times. Among them: GO, a unique groyp-ordinary

plan, and GEMINI TWO, one-policy protection for

husband and wife or business partners.

For complete information, call your insurance

broker today. Ask him to contact Bankers Security.
Licensed in all 50 states and the District of Columbia.

Bankers Security Life insurance Society, Executive

Office, 1701 Pennsylvania Avenue, N.W.,

Washington, D.C. 20006.
Leaders in Insurance for Better Living.

Bankers Security
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Tons of companies write
group accident insurance.

INA writes itwith imagination.
Take Accidental Death and

Dismemberment insurance. INA writes

the tough ones. We recently wrote a
policy forone of the world's major airlines,
by which they insured the pilots,
mechanics, stewardesses and all other

9

4

employees. Considering the different
degrees of risk involved from job to job
and from place to place around the
world, it took a lot of imagination to
provide the exact coverage needed.

INA's i77 years of writing all
kinds of insurance has given us the
experience and knowledge to know how
to tackle the tough ones.
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If you'd like to see how this
experience leads to imagination
in writing practically any kind of
custom-made group insurance for you,
just call your INA agent or broker. And
tell him you'd like to meet one of our
imaginative group insurance specialists.
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 Group Department
Insurance Company ofNorth America
Life Insurance Company ofNorth America
INA-Life of New York

Pacific Employers Life Insurance Company
16th and Parkway, Philadelphia, Pennsylvania 19101.
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Murray has some kind words
for group decision' pensions

NEW YORK-Amid the cult cize the committee approach as • Be confident in the portfolio

of personalities in the current in- formula mediocrity. manager and his staff;

vestment picture, corporate • Establish a climate of frank-

managers of pension and profit- "LET'S FACE it, there just ness and tolerance of others,

sharing funds often must rely on aren't many geniuses for hire along with a willingness tc, listen
committee decisions. and certainly not enough to go to minority viewpoints;

"And although it is popular to around," he said. "An investment • Be critical but understand-

criticize the committee approbch committee can function to limit ing of results.

in favor of this new fad, the new risk without the sacrifice of per- Mr. Murray said that many
breed of swingers, the risk of formance." pension and profit-sharing com-
this approach is too high for pen- He listed several rules of mittees are selected for the

sion and profit-sharing trustees," thumb to follow in establishing a wrong reasons, such as availabil-
according to Roger F. Murray, pension fund committee; ity, loyalty, connections or posi-

executive vp and chairman of • Limit membership to not tion.

the finance committee of the Col- more than eight to ten persons; Another seminar speaker,
lege Retirement Equities Fund. • Use only those persons who George Kadel, first vp of the em-

Speaking to an American are active, interested and willing ploye benefit investment division
Management Assn. seminar on to take time to learn; of Bankers Trust Co., provided
new directions in pension fund • Be willing to tackle difficult several guidelines for fund man-
investment management, Mr. policy decisions and be willing to agers in dealing with investment
Murray roasted those who criti- innovate; counselors-

. k.:,4,
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rous Per*im 'md4 Profit Shariig Plans

THEBANKERS UFE

TELL THE investment man-

ager the objectives of the fund,
how performance will be mea-
sured and what action the corpo-
ration will take if these are not
met.

He recommended that fund
officials meet with investment

managers at least four times a
year.

Mr. Kadel urged pension fund
managers to make every effort to
avoid interference .with the in-

vestment manager's decisions.
"Everyone thinks he is an invest-
ment expert," Mr. Kadel said,
''and innocent suggestions by a
president of a company are often
interpreted as unwritten or-
ders."

He cited the unfavorable pub-
licity on isolated cases of appar-
ent pension fund failures

(Studebaker, Georgia Pacific,
Genesco and recently Curtis
Publishing) as a threat to re-
duce or eliminate flexibility in

Free! Learn about

group pensions and profit-sharing.
New, revised 1969 edition !

Hundreds sent for the 1968 edition. And profited
from it. Now, here's our up-dated, better-than-ever
1969 version.

The information in it is the kind you can't buy at
any price. Authoritative. Tested. Proved. It's inval-
uable to anyone concerned with Group Pensions
and Profit-Sharing programs. The plans are the
ones we use at The Bankers Life. And no insurance

company anywhere has written as many oew group
annuity contracts as we have in each of the last
12 years.

Send for your free copy. Today.

Bankers Life Company, Des Moines, Iowa 50307

Send me my free copy of the new, revised "Group
Pension and Profit-Sharing Plans of '69."

Name

Company

City

Title

State 7ip

THE BANKERS LIFE 
BANKERS LIFE COMPANY DES MOINES IOWA 50307

BIg

pension fund management.
Finally, he said "undue em-

phasis on performance may lead
investment managers to take un-
due risks and jeopardize the pen-
sion fund. Management reaching
for performance must realize the
danger and inherent risks of its
goals.

OPENING SPEAKER at the

seminar, Preston C. Bassett, vp,
actuary and director of Towers,
Perrin, Forster & Crosby, said
that a 2% annual increase in

pension benefits would require
an additional reserve at age 65 of
15% for males only and a 21%
increase for the retiree and

spouse. A 4% annual increase
would require a 36% hike for
males only and 50% hike for re-
tirees and spouse in reserve, and
a 6% annual increase in pension
benefits would require a whop-
ping 62% and 91% additional re-
serve.

Mr. Bassett also pointed out
that in 1957, private plans aver-
aged 21% of final pay and in 1967
this had increased to 26%.During
the same period primary Social
Security benefits had dropped
frorn 23% to 22% of final pay.

He also illustrated pension
benefits as a percent of final pay
for six leading companies in 1957
and 1967. They included A & P,
21% in 1957 and 19% in 1967; Du
Pont, 26% in 1957, 36% in 1967;
General Electric, 14% in 1957
and 22% in 1967; General Motors
(United Auto Workers) 14% in
1957 to 18% in 1967; Chase Man-
hattan, 28% for 1957 and 1967;

and Standard Oil of New Jersey,
28% in 1957 to 36% in 1967.

HOWEVER, Mr. Bassett also
pointed out that the increase in
dollar amount pensions from
1957 to 1967 was 78% for private
plans and 35% for primary So-
cial Security benefits.

Dr. William C. Freund, vp and
economist for the New York

Stock Exchange, told the semi-
nar that retirement savings have
been a principal factor in total
savings in the U.S. He cited sta-
tistics to show that in the late

1940's, savings through retire-
ment funds averaged 23 % o f
personal savings, in the 1950's,
36% and currently over 40%.

However, he said that experts
suggest that this proportion is
likely to shrink to 31% by 1975 as
a result of the maturing of the
pension structure. This relative
shortage of savings is likely to
be a chronic problem in limiting,
the rate of economic growth of
the U.S. economy, he said. •

Owner of

dump /iab/e
for brush fire

LOS ANGELES-More than 80
homeowners and a number of
carriers will recover losses re-

sulting from the Bel Air brush
fire of 1961 in settlement of a

lengthy suit.
Carriers include Allstate, Zu-

rich-American, Royal Globe and
St. Louis Insurance Group.

The suit originally sought
damages in excess of $900,000. It
was settled after presentation of
evidence to a Los Angeles su-
perior court jury,

Amount of the settlement was

not disclosed due to pending ne-
gotiations for settlement of other
suits involving similar disasters.

Defendant in the case was the
Broadstone Development CO.

charged with being responsible
for the fire by permitting its
property to be used as a "dump-
ing ground" for combustible ref-
use such as lawn clippings and
tree trimmings. •

*
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MILWAUKEE-The president
of the Assn. of Private Pension
and Welfare Plans has called for
a series of studies of the private
pension system before any Fed-
eral legislation is enacted.

Richard Van Deuren, head of a
group of about 500 union and
management persons involved
with pension and welfare plans,
has called for enabling Federal
legislation to authorize a "com-
pendium study of the underlying
factors of the pension system."

The association is carrying out
a series of regional meetings
with congressmen and associa-
tion members to discuss pending
legislation, including a Federal
reinsurance bill for pension
funds and one that would set up
Federal fiduciary standards.

The study could determine,
among other things, the number
of personswholose pension bene-
fits prior to vesting, Mr. Van
Deuren said, and the need for
reinsurance in specific funds. He
said an underlying danger of
Federal legislation is that it
would lessen the freedom of
choice in managing pensions.

"IT IS A basic question as to
who should have the right to
make decisions on vesting, fund-
ing and reinsurance," he said.

Mr. Van Deuren found fault
with the apparent inequities that
would be imposed under the
Federal reinsurance bill for pen-
sion funds. He said that the
across-the-board rate, as pro-
posed, would unfairly reduce ba-
sic pension levels of many nego-
tiated funds.

"In addition, a large, well-es-
tablished fund of a corporate
giant probably should not have
to pay the same rate as a fund of
a smaller, narrowly capitalized
company," he commented.

The proposed pension benefit
insurance corporation would
charge a premium for the first
three years of .6% of a plan's
vested liabilities less the greater
of 90% of the assets to meet the
funding rates or 90% of the ac-
tual assets. For example, a three-
year premium for a plan with
assets of $1.5 million and vested
liabilities of $3 million and a 56%
required ratio insurance would
be required for $1.488 million
and cost $8,928.

Annuities...
Continued from page 34
would then be set up, but with
the variable annuity. if invest-
ment performance exceeds the
assumed investment return
(6%), the employer could re-
duce his contribution to the fund
or increase the employe's month-
ly benefit. He said that in reality
Target is essentially a money
purchase plan that allows greater
contribution for older partici-
pants.

Another plan outlined by Mr.
Sanders included a combination
or split-funded program under
which a lump sum transfer of
existing side funds then subse-
quent annual payments are

made SO that at retirement

monthly compensation is based
on a fixed and variable ratio.

Mr. Sanders pointed out that
advantages of a profit-sharing
formula include providing ftexi-
bility in the annual contribution
and that investment return of a
variable product can improve
benefit levels. Terminations of
nonvested members are reallo-
cated, he said.

HE POINTED out that multi-
employer plans already have a
kind of built-in insurance, in that
if one firm drops out, the others
pick up the workers and the
benefit contributions, he said.

Mr. Van Deuren said that a
Federal study on the necessity of
a Federal fiduciary responsibility
law could determine the suffi-
ciency of state and common law
and the cost of adding a new reg-
ulatory layer. "The study would
have to demonstrate the inade-
quacy of current fiduciary law,"
he said, "before a fiduciary bill
should be enacted. But there is
no question that the goal and ob-
jectives of this type of legislation
are good." •

Pacific Indemnity Company
Los Angeles, California

one of the foremost writers of
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Comp.U(fe fits
aveng(f hfe msurance

to your
lill

average
needs.

Consider the myth of the "average man." And the "aver-
age" insurance that presumably fits him-those nameless,
faceless, mass-oriented plans.

Now, let us show you the end of that unmodified "aver-
age" insurance. It's COMP-U-TERM, the inventive new
financial planning concept that treats your life insurance
needs-business or personal-as one-of-a-kind.

COMP-U-TERM provides infinite choices for personal-
izing "average" life insurance. Now, benefits can increase,
decrease or remain level, shaped in any pattern to fit your
individual requirements - no matter how unique. Look at
these examples of far-ranging versatility:

For corporations and partnerships-increasing coverage
as the business grows in volume and assets, to keep Buy-
Sell agreements up-to-date.

©CA/CNA, 1969

For trust fund accumulation - in combination with in-
vestment portfolio. Decreasing term to cover contributions
to the trust. Premiums structured with dividend, interest
and appreciation considered.

For stockholders or partnership in quick capital turn-
over industry - decreasing benefit tied to tax depreciation
schedule, with level restored at projected replacement date.

COMP-U-TERM also is perfect for short or long-term
key man protection in land development, construction op-
erations, short-term creditor insurance. Or whatever out-
01 -the-ordinary situation you have.

Learn how COMP-U-TERM can make your insurance
more vital, more flexible, more personal. See your Conti-
nental Assurance man, or your independent agent. Or mail
the coupon below.

 CONT/NENT#lSURANCE a'CNA FINANCIAL CORPORATION

DEPT. 109, 310 S. Michigan Ave., Chicago, 111. 60604
YES, I have un-average insurance needs. Rush details on
how COMP-U-TERM may fit them.

Title
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GAF has stock purchase p/an
for execs who p/edge 3-year stay

By JOSEPH S. ROBINSON

NEW YORK-Like most com-

panies, GAF seeks ways and
means to attract and retain capa-
ble persons. One way to create
incentives for maximum person-
al involvement in company af-
fairs is a plan for the sale of re-
stricted and unrestricted -com-

mon stock of the corporation.
The GAF stock plan is confined

to those employes who perform
executive, administrative or su-
pervisory functions since the lat-
ter play a large role in the com-
pany's future growth and contin-
ued financial success.

Unrestricted stock will be

offered eligible employes at not

less than 80% of market price at
the time of offer. The employe
may pay either all cash or part
cash with the balance repre-
sented by his personal note and
the stock pledged as collateral.
The note must be paid in full
within six years.

THE EMPLOYE, for his part,
must agree to remain with GAF
for at least two years (the com-
pany can ask him to leave at any
time).

Stock subject to restriction
may be ofTered to eligible em-
ployes in lieu of unrestricted
shares. The purchase price here
shall not be less than 20 % of the

traded price as of the time of

offer. The employe must agree to
stick with the company for at
least three years in addition to
complying with other terms and
restrictions such as:

• The prohibition to se'l such
shares for at least five years ex-
rept by permission of the com-
pany-but only then after the
employe has held the stock for at
least three years.

• The removal of the restric-
tions (at the discretion of the

company), in the event of the
death of the employe during the
period of restriction.

• The right of the company to
buy back'the stock at the original
purchase price, in the event of

termination of employment
within five years-except in the
case of death or retirement.

GAF has appointed a commit-
tee to implement the stock plan.
The committee has wide latitude

in designating those employes
who may take advantage of the
unrestricted plan and those who
may participate in the restricted
plan. The committee also deter-
mines when stock may be offered
and how many shares each des-
ignated employe may purchase.

IBM HAS A PLAN which re-

imburses an employe for money
loss when forced to sell his home

because of required transfer to a
new job location. Before an em-
ploye negotiates a sale, the prop-
erty is first appraised by IBM
experts. The employe is paid the
difference between the sale price
and the appraised value.

The tost „
of Livi ng Pension

Is here. Now.
The retiring company employee Labor Statistics Consumer Price

no longer need face serious loss Index. It does not affect basic

of effective income because of pension benefits or guarantees.
creeping inflation. Nor need he The income of each retired

rely on the premise that stock employee will go up when and if
prices and cost of living go hand the CPI goes up. It will also de-
in hand. crease with the CPI, but in no

If you're going to install a com- case will it fall below the original
pany pension plan * involving 25 amount provided at time of re-
or more lives, a cost of living fea- tirement.

ture may now be added. It will Already used widely in Eu-
provide income adjustments each rope, the cost of living approach
year up to the maximum you has distinct advantages to the em-
select, based on the Bureau of ployer as well. He is protected by
*Restricted to qualified Deposit Administration the ceiling on amounts of in-
or Immediate Participation Guarantee contracts. crease in benefits. And he knows

that if his fund performs well, all
of his gains will not be absorbed

A by unlimited payments to retirees.
,151 They can, in fact, help reduce the

cost of the program.
Get full details on this exciting

plan of the future that is here and
now. Write us at 654 American

Row, Hartford, Conn. 06115.

- Phoenix Mulual
Chartered 1851 LIFE INSURANCE CCMPANY

But watch the tax conse-

quences. Here's what happened
to one IBM employe.

Mr. Simpson owned a house
that cost him $48,000. When
asked to move to New York, Mr.
Simpson sold the house for $47,-
000. IBM had it appraised for
$52,000 and paid Mr. Simpson the
$5,000 difference. The tax court
tagged Mr. Simpson with ordi-
nary income on the entire $5,000.

Some time thereafter, Mr.
Simpson was asked to transfer
to Seattle. So he had to sell his
New York house (it cost him

$54,000) for $56,000. IBM set
a $58,000 figure on the house.
Here again, the $2,000 difference
between the sale and appraised

price was treated as taxable
compensation-despite the fact
that Simpson paid $74,000 for his
new home in Seattle. (See Lull,
51 T.C. No. 83).

Italians win

increase in

pension pay
ROME-A new social security

program for Italian workers,
possibly costing the state $13 bil-
lion by 1979, was agreed upon
last month by Italy's labor lead-
ers and the Italian government.

Under the new plan the state
will assume the payment of
workers' pension plan contribu-
tions, now at 7.28% of wages, on
a gradual basis.

The new agreement followed a
general country-wide strike by
employes demanding higher
public pension benefits.

MINIMUM MONTHLY pay-

ments will increase immediately
from $30 to $37 for workers retir-
ing before 65 and from $35 to $40
for those over 65. Pensions above
the minimum will increase 10%.

An innovation in the Italian

social security system is the in-
tegration of pension benefits and
pay. Previous to the new provi-
sions, an employe still working
after becoming eligible for a
pension was limited to $27 in
monthly benefits.

Now, however, eligible work-

ers under 65 may receive up to a
maximum of $100 a month-the
minimum monthly payment of
$40 plus 50% of any aecrued pen-
sion above the minimum up to
the maximum of $160 per month.

IN ITALY, most employes who
have contributed to the system

for 15 years are eligible for basic
benefits at age 60 for men and 55
for women. Future pensions will
be based on 1.85% of the final

three-years' average pay, for

each year of service up to 40
years.

The previous base was 1.625%.
The new increase will result in

payments equaling 74%, rather
than 65%, of the final salary of
workers retiring after 40 years.

Increases in pension benefits
will correspond with cost-of-liv-
ing increases in Italy. An escalal
tor clause will increase pensions

either annually or biannually,
depending on the percentage
gain. .

Washington no-file law
Two identical rate law mea-

sures have been introduced in

the Washington state legislature.
Both would provide for nonfil-
ing. Several other proposals
have been introduced which

would provide for inclusion of
investment income in rate mak-

ing computations. One bill would
use only unearned premium re-
serves and the other would in-

clude any investment income of
carriers, regardless of source.



Act in pension fund grievance
PHILADELPHIA-The F e d-

eral Taft-Hartley labor relations
law "doesn't open wide the doors
of Federal courts to any union
member who doesn't Iike the
way his pension fund is run."

However, some members of an
upholsterers' union used it sue-
cessfully to get a foot in the door
of the U.S. district court for
Eastern Pennsylvania in the case
of Giordani us. Ho#man.

The union members alleged
that the pension and welfare
funds were administered im-
properly and that employes were
not represented equally with
employers among the trustees.

U.S. JUDGE Masterson ac-
knowledged that the defendants'
contention that a Federal court
does not have jurisdiction under
Taft-Hartley Sec. 302 to inquire
into mere "violations of fiduciary
obligations or standards of pru-
dence in the administration of
the trust fund...is supported
by a strong line of cases."

But, he added, this does not
compel a decision that a motion
to dismiss must be granted. He
pointed out that the same deci
sions have affirmed the existence
of br6ad Federal jurisdiction to
examine into the structure of
trust funds.

"Many decisions have empha
sized that a Federal court prop
erly may determine whether a

Conn. town
moves to start

pension plan
GRISWOLD, Conn.-The

board of education here is pre
paring an ordinance that would
establish a pensions plan for
town officials and employes.

The ordinance, subject to voter
approval, will provide that pro
visions of fund A of the Connec-
ticut Municipal Employes Re-
tirement Act be adopted July 1,
1969. There are already funds al-
lotted in the current fiscal bud-
get.

Fund A has already been
adopted by the borough govern-
ment.

The ordinance will not include
those currently holding town
posts, who have funds set aside
in the budget would take care of
them.

The board of selectmen is still
questioning whether a 65 or 62-
year-old eligibility should be
provided for these retirement
pensions.

Under fund A, employes 58
years old or over are not eligible
to join. Also excluded are teach-
ers.

The voters will determine
whether elected officers are to be
included in the pension system. •

Program will examine
fleet safety problems

Problems of fleet safety will be
confronted by insurance com-
pany personnel at the American
Insurance Assn.'s second annual
fleet training course Apr. 14-18,
Richmond, Va. Representatives
from companies subscribing to
the association's safety and engi-
neering service will participate
in simulated accident review
boards, and discuss topics such
as: driver selection; vehicle in
spection by management and
driver; transportation of flam-
mable, explosive and toxic ma
terials, and hijacking. An inspec-
tion of a transportation company
will also be conducted.

trust fund has been established
in accordance with the impor:ant
prefactory condition in the stat-
ute that the fund must be for
the sole and exclusive benefi: of
the employes of such employer."
Judge Masterson said.

The court took jurisdiction on
the grounds that at least twc of
the objections were to the struc-
tures of the fund, even though
there is no allegation that the
employer has been made pay-
ments prohibited by the act.

However, the court concluded,
such an allegation is not a =hib
boleth that automatically de
mands Federal court supervision
of trust funds. They still have
discretion to decline jurisdiction
and leave matters of trust cd
ministration to the state courts. •
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8,500 brokersandagents...

read Business /nsurance because 22,500 of their biggest com-
mercial clients do. You can rent this space and reach these
same clients and prospects for only $135 - every issue basis.
You can't find a better buy at any price!

your best media buy business insurance

This Southern California Edison hydrogmpher
has pension beneilts provided by Paci!ic Mutual Lile.

investment performance with continued highAnd so have thousands of other yields Retirees have received speedy serv-
SCE employees since 1941. ice. And SCE mcnagement has received

meaningful information reports on the prog-
He works in the freezing High Sierras. ress of the pension plans.

Below him is the SCE Big Creek-San As one of the largest group insurance
Ioaquin River hydroelectric project, part of companies in the nation, PML can satisfythe compcmy's tremendous network of gen- the naeds of large employers and multi-
erating facilities.

employer customers like trade associ-
PML is proud that his employer selected tions and unions.

us to invest a portion of his non-contributory Our net cost position

pension funds-and tnose for more than relative to pension M..0-
8,700 other SCE employees. benefits is very

PML has served SCE for 28 years.:Over competitive.
that time we have maintained excellent For 1969

r

and 1970, we're guaranteeing a return of
6% % on large pension funds we administer.

The advantages of service, cost cmd cov-
erage enjoyed by SCE are worth looking
into. Your Pacific Mutual Life group insur-
ance representative, agent or broker, will
give you all the facts.

Pacific Mutual Life
The West's largest mutual lite inaurcmce company

i

6 1



42/business insurance, April 14, 1969

Motorola tells profit-sharing story six ways
By TERESA NORTON

FRANKLIN PARK, Ill.-In
1968 Motorola Inc. contributed

$9,697,171 to its profit-sharing
fund. (See box on page 44)
The Motorola fund now has a

total value of $128,573,094 for its
27,700 eligible members.

And the profit-sharing story.
was not told quietly.

A six-step communication pro-
gram is in effect at Motorola,
telling the employe what he
wants to know not only about
the value of his profit sharing,
but what the company is doing to
increase values and what profit
sharing has helped other em-
ployes to do. For example, the
company newspaper, Voice of
Motorola, gave prominent cover-
age to one former employe who

q.

used his $10,000 profit sharing to
open a cycle business.

• A profit-sharing prediction
contest was announced in Janu-

ary inviting all 41,000 employes
to guess the total fund value,
maximum account book value

and the company's contribution.
The contest, held for the last 15
years, drew almost 1,000 entrants
in 1969. Prizes included tv sets

and radios. "It's a great tool to
get people thinking about the
profit-sharing announcement

coming up," John Maloney, man-
ager of employe communica-
tions, told Business Insurance.
"It whets their appetites."

• Prior to the formal, annual
announcement of profit-sharing
results (about March 15 of each
year) each employe received a
profit-sharer's statement in the

mail at his home. Information in-
cluded cumulative value of his

account up to the present year,
amount accrued in the most re-

cent year, and total amount pres-
ently available to him.

• A second mailing to employ-
es' homes was a letter from Rob-
ert Galvin, chairman of the
board and trustees. This was a

statement of total fund perfor-
mance and included a detailed

brochure showing the stocks,
bonds, notes, bills and cerzificates
the fund has been invested in, to
what extent, and their redemp-
tion or market value.

• The fourth step in the com-
munication program was cover-
age of the annual results in the
Voice of Motorola. A double-
page spread in the March, 1969,
special issue was devoted to em-

when the insurance industry asked for total protection
in commercial kitchens.

Then we went to work and came up with the answer!

ploye thoughts on profit-sharing
and an explanatory phonograph
record was enclosed. The paper
has also detailed annual fund
performance since its beginning
in 1948.

On the day of formal an-
nouncement the last two steps in
the program were employed.

• "Extras" frorn the front

page of the newspaper were dis-
tributed at plant entrances.

• Tent cards, based on this
year's theme. Profit Sharing Is
on the Track, showing total fund
value and maximum account

book value, were displayed on
desks and cafeteria tables.

Motorola employes also re-
ceive quarterly profit-iharing re-
port brochures with detailed in-
formation on the performance of
Motorola stock, in which the

That's right. Only Safety First provides total fire protection for all commercial
cooking hazards. Complete rangetop coverage all appliances tool

With Safety First in your corner you can write restaurant insurance
and relax.

Our automatic dry chemical systems are UL listed to cover upright broilers,
real charcoal broilers, pumice charbroilers, deep fat fryers, griddles,
gas and electric stoves as well as hoods and ducts.

Statistics prove that anything on a stove can start a fire. That's why you need
total protection and only Safety First has it!

Send for your free Restaurant Fire Protection Manual today.

worlds largest line of automatic dry chemical systems.

-1 SAFETY FIRST
PRODUCTS CORPORATION • ELMSFORD, N.Y. 10523

fund is about 20% invested and

which has consistently been the
best performer in the portfolio,

The "total communication"

concept has been used in good
and bad years for the company.
In 1966, when the stock market
was down, a drop in fund value
of about $400,000 was reported.
Employes were prepared for this
beginning with the second quar-
terly report that year.

BASED ON a 25-year projec-
tion, Motorola's profit-sharing
fund goal is $50,000 for each
member who has contributed the

maximum amount after 25 years'
employment. Employes are eligi-
ble after one year with the com-
pany and contributions range
from a minimum of 2 % to a max-

imum of 5% of salary. No one,
including the chairman of the
board, is allowed to deposit more
than $200 in one year.

Each year Motorola contrib-
utes 20% of its net profits before
taxes, or the Internal Revenue

Service limit of 15% of payroll,
(whichever is less) to the profit-
sharing fund.

A profit-sharing participant
who leaves the company before
two years receives the full

amount of his contributions plus
earnings and 50% of the com-
pany contributions. An extra 5%
of company contributions is

added for each year of service
thereafter up to ten years, at
which time the participant re-
tains 100% of his account.

An advisory committee, con-
sisting of two members ap-
pointed by the company, two
members elected annually by the
profit sharers, and Mr. Galvin,
the trustee, administers the

fund.

Investment counsel for the

profit-sharing advisory commit-
tee is Scudder, Stevens & Clark,
Inc.

A profit-sharing council made
up of members elected from each
plant, assists the advisory com-
mittee in review of loans and

communications. Loans may be
taken out from the fund for: (1)

illness or disability, (2) estab-
lishment or preservation of a
profit sharer's home, (3) a col-
lege education for a profit shar-
er's children.

MEMBERS OF the profit-shar-
ing council congregate twice a
year at the company's Franklin
Park administrative offices to dis-

cuss promotion, communication
and plan improvement sugges-
tions from employes in their
areas.

Motorola introduced an annu-

ity option this year as a third
alternative for retiring partici-
pants. Formerly, retirees had
been limited to taking their earn-
ings in a lump-sum cash payout
or equal annual installments up
to 14 years. Under the install-
ment plan, money remaining in
profit sharing earned, 3% inter-
est per year.

The new annuib option, ap-
proved by profit-sharing mem-
bers last December, enables Mo-
torola to offer three types of an-
nuities. Under this option, the to-
tal distribution is taxed as it is

paid, not at time of purchase.
The annuity options include a

fixed-dollar benefit that guar-
antees a level monthly payment
for life; a variable annuity that
pays for life, with payments
varying from month to month
according to investment results
and market value changes; and
the third type option is a bal-
anced annuity, a combination of
fixed and variable.

The dollar amount received in

Continued on page 44



Info for Buyers offers ma-
terial that Business Insurance
believes will be of value to
its readers. The complete
name and address of each sup-
plier of information is listed
so that readers can write di-
rectly to the publisher, simply
saying that they saw the item
in Business Insurance.

Readers are invited to sub-
mit items for inclusion in this
column. A sample of the lit-
erature should be sent to:
Info for Buyers, Business In-
surance, 740 Rush Street, Chi-
eago 60611.

Special pension and
profit-sharing items

• A 40-page case study of a profit-
sharing program has been pub-
lished by the Center for the
Study of Productivity Motiva-
tion at the University of Wiscon-
sin. The Utilization of a Total
Systems Incentive: A Case
Study of a Cash Profit-sharing
Program at Merrill Manufactur-
ing Corp. costs $1 and contains
interviews with company execu-
tives, professional, office, super-
visory and plant employes plus
an analysis of results of the pro-
gram. The center also publishes
a quarterly Productivity Letter,
free on written request. The ad-
dress to write is Rm. 856, Van
Hise Hall, Madison, Wis. 53706.

• The second edition of Profit
Sharing in Perspective, by B. L.
Metzger, has been published by
the Pro fit -s haring Research
Foundation. The up-dated infor-
mation places primary emphasis
on: unionized profit-sharing
companies; problem-solving
through profit sharing; profit im-
provement tied to profit sharing;
incentive methods, today and in
the future; cash-deferred options
in profit-sharing plans; and in-
creased productivity through
joint participation. The study
costs $8.50 and is available by'
writing the foundation at 1718
Sherman Ave., Evanston, Ill.
60201.

• Pension & Profit-sharing Plans
for You, Your Employes, Your
Business is a free 12-page bro-
chure issued by the Trust Dept.,
La Salle National Bank, 135 S. La
Salle St., Chicago, Ill. 60690.
Taxes, combination plans, plan
differences and investment ad-
vantages are covered.

• Three informational items are
available from the Council of
Profit-sharing Industries, 29 N.
Wacker Dr., Chicago, Ill. 60606.
COPSI describes the three basic
services of the council: legal and
legislative, communications,
technical. Profit Sharing and
How It Can Help You! details
the growth in the number of U.S.
profit-sharing plans, reasons be-
hind this increase and its effect
on the national economy. Setting
Forth Some Essential Facts to
Consider either in Reviewing an
Existing Profit-sharing Plan or
for Establishing a New Plan is a
12-page worksheet prepared by
the council and can be adapted
for use by any business. These
itenns are free on request.

• A 640-page book, the result of
six years of research, examines
the investment policies, adminis-
trative practices, and holdings of
1,300 profit-sharing funds. Indi-
vidual fund growth and perfor-
mance and certain comparative
pension data are also presented
in Investment Practices, Perfor-
mance, and Management of Prof-

book is divided into two parts:
Part I is based on research done
by the Profit-sharing Research
Foundation (20 chapters) and
Part II is based on work done by
professionals in finance, retire-
ment fund administration, insur-
ance, mutual funds, investment
counseling, stocks and mort-
gages. The price of the volume
is $16 from the foundation at
1718 Sherman Ave., Evanston,
Ill. 60201.

• Paying for Your Pension-
When and How It's Done is a 16-
page, cartoon-style booklet de-
signed to explain to members of
pension plans the process by
which their pensions are funded.
Sample copies are available
without charge by writing Hew-
itt Information Service, Inc.,

Libertyville, Ill. 60048.

• An eight-page outline entitled
Advantages and Disadvantages
of Various Methods of Financing
German Pensions is free from
Swiss Life Insurance and Pen-
sion Co., International Dept.
Topics covered include book re-
serves, pension funds, support
funds, and direct and indirect
group insurance. The company is
at 40 General Guisan Quai, CH-
8022 Zurich, Switzerland.

• Hewitt Information Service,
Inc. has revised their edition of

an employe handout entitled
How the Stock Market Affects
Your Profit-sharing Account.
The 12-page booklet answers
questions on investment securi-
ties and their changeable prices
through charts, graphs and anal-
ogies. Sample copies are free by
writing Hewitt Information Ser-
vice, Inc., Libertyville, Ill. 60048.

• What Every Executive Should
Know about Pension, Profit-
sharing and Deferred Compensa-
tion Plans is offered free by the
Lambert M. Huppeler Co. The
booklet presents a step-by-step
explanation of the plans and
their implementation. You may
write the company at 400 Park
Ave., New York, N.Y. 10022.

• What Every Businessman
Should Know about Pension and
Profit-sharing Plans details the
factors which induce a retirement

plan, the factors which aid in
choosing the type of plan best
suited to the company and the
funding of a retirement plan. This
40-page booklet, offered by the
Provident Mutual Life Insurance
Co. of Philadelphia, may be ob-
tained by writing Carol A. Taylor
Sales Promotion Ass't., 46th &
Market Sts., Philadelphia, Pa.
19101.

• International Insurance and

Employe Benefit and Pension
Management offers seven sepa-
rate articles highlighting various
phases of international insur-
ance. Published by American
Management Assn., copies are .
$4.50 to nonmembers and $3 to
members. Write: American

Management Assn., 135 W. 50th
St., New York, N.Y. 10020.

• The American Society of Pen-
sion Actuaries has released a
new instruction manual, Actuar-
ial Calculations of the Auxiliary
Fund in Pension Plans Utilizing
Whole Life Insurance. The man-
ual is written to enable the lay-
man to compute the annual costs
of any combination plan using
simple arithmetic and is supplied
free of charge to ASPA mem-
bers. Single copies may be pur-
chased for $12 by writing: Amer-
ican Society of Pension Actuar-
ies, 304 Sinclair Building, Fort
Worth, Tex. 76102.

Maccabees has
a pension plan youil
selltoyour
own mother.

If your mother came to you for
a pension program, you'd make
sure that what you came up
with would be right on target.
And if you didn't come up with
a plan from Maccabees; you've
missed the boat.

Maccabees can shape a pen-
sion program, fully insured or
split funded, to meet the exact
needs of any corporation or self-
employed client. All you'd have

L

to do is find out what your
mother (or anybody else, for
that matter) needed. Then tai-
lor a Maccabees plan to solve
their individual problems. No
Maccabees man has to sell
cookie-cutter policies.

And if he ever runs into an
especially tough problem; he
can call out our team of special-
ists from the home office.

Just ask, and we'11 be happy

to show you some of the pension
trust, group pension and profit
sharing programs we've de-
signed so far.

And if you're interested in
joining us, ask about that, too.
Write: Julius L. Pallone, Presi-
dent, 25800 Northwestern High-
way, Southfield, Michigan
48075.

We even have a plan for your
mother-in-law.

we'll takeonall corners.

Maccabees Mutual
Life Insurance Company
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Insurance you surely have...
but are you getting the personal

service you're paying for?

As a Despard client you get much

more than the best coverage for
each requirement at the best price;

you get the personal attention of a

knowledgeable, experienced insur-
ance man who learns the unique
problems of your business.

BROKERS -

Your Despard man, with his team of

"back-up" specialists, gets action

when you need it. He's not three
"service-units" removed from direct

contact with you. He is your man at
Despard.

For more detail- on how this "per-

sonal service" system works serid

for your complimentary copy of "A
Guide to Despard Services."

The "persona/ service" insurance broker

161 William Street, New York, N.Y. 10038

Ph: 212-964-9100

YEAR

1968

1967

1963

1958

1953

1948

PARTICIPANTS

27,700

26,557

15,162

9,833

6,864

2,857

MOTOROLA PROFIT-SHARING DISTRIBUTION

PARTICIPANTS'

CONTRIBUTION

$4,837,161

4,575,257

2,733,596

1,692,120

1,033,097

327,425

COMPANY

CONTRIBUTION

$9,697,171

4,956,347

4,210,417

2,401,376

2,836,173

1,128,290

INTEREST &

DIVIDENDS

$4,426,649

3,957,082

2,159,679

1,166,986

395,578

8,004

MARKET

GAIN

$4,536,474

1,553,944

2,767,666

1,361,371

(293,945)*

fund valued

at cost

FUND

VALUE

$128,573,094

113,384,576

67,449,962

35,379,530

17,614,588

1,971,479

Motorola Inc. contributed $9,697,171 to its profit-sharing fund in 1968. This was the third highest contribution in its history
and about twice as much as the 1968 record participants' contribution of $4,837,161. The total fund value of $128,573,094

was more than $15 million over its 1967 value. The fund is closely balanced, with $60 million in stocks and $55 million in bonds.
*Parentheses indicate a loss:

Motoro/a ...
Continued from page 42
monthly payments from an an-

nuity depends on the retiree's
age, sex, the type and form of

annuity selected, and the cash
value of his profit-sharing ac-
count. Within the annuities addi-

l Tellitthe wayitis.
1

Our Benefits Checkbook points out in a simple,
memorable way the total cost of all benefits

provided to employees. This unique communi-
cationsservice is free toour Group policyholders.

Here's how it works. Each benefit has its own

check.You enter on the check the amount spent
annually for that benefit. Then on the bottom
panel you indicate the yearly cost for all bene-
fits on both a total and per worker basis.

Seven benefit pages (including Paid Sick
Leave, Pension Program and Workmen's Com-
pensation) are bound in the Checkbook. An-
other 12 are ready for easy insertion. And blank
pages are available for listing additional bene-
fits. Our Benefits Checkbook is designed to as-
sist you in making employees aware of all their
benefits. That's the way it is when you're a New
England Life Group policyholder.

New
Endland

1Life
New England Mutual Life Insurance Company, 501 Boylston Street, Boston, Mass. 02117

tional features include joint and

survivor annuity, deferred-life
annuity, and life-ten or 15-year
certain payments ( pays for life
but guarantees payments for a
certain number of years). m

Tax Slants ...
Continued from page 35

ploye contributions is not tax-
able to the employe since it rep-
resents a return of capital. This
tax-free portion of the distribu-
tion is determined in one of two

ways, as set out under (b) and
(c) below.

(b) If the total amount to be
paid to an employe in. the first
three years is equal to or greater
than his own contributions to the

plan, then all amounts paid dur-
ing such three-year period are
received tax-free until total con-

tributions have been received.

Any additional amounts received
thereafter are taxed as ordinary
income [Internal Revenue Code
Sect. 72(d),(b),(f)(1) and Sect.
101(b)(2)(D)].

(c) On the other hand, if the

employe's contributions will not
be paid back to him within the
first three years (because they
exceed the total payment to be
made to him during such three-
year period), then each year's
payment is taxed to him as an
annuity. In general, this means
that a proportionate part of each
annuity payment is treated as a
tax-free return of capital, and
the remainder is taxed as ordi-

nary income.

IF A BENEFICIARY receives
a distribution in installments by
reason of the death of the cov-

ered employe and the employe's

rights in the amount distributed
were forfeitable at the time of

his death, up to $5,000 of the dis-
tributed amount will be exempt
in the hands of the beneficiary

under the special "$5,000 death
benefit exclusion" rule. In addi-

tion, the portion of the install-
ment payout attributed to pure
insurance proceeds, is excluded
from tax; also actual contribu-

tions plus the cost of pure insur-
ance escape tax. •

Mantle cooks up
a $1 million deal

DALLAS-A $1 million key-
man life insurance policy has
been written on ex-baseball

star Mickey Mantle at the re-
quest of his partners in Mick-
ey Mantle's Country Cookin'
kitchens and franchises. The

policy, from International
Life Insurance Co., Louisville,

Ky., was issued only a few
days prior to Mr. Mantle's an-
nouncement of retirement

from the baseball scene. The

newly formed Country Cook-
in' kitchens.are one of several

businesses - in which the star
f

will be engaged.



Must inc/ude union

in profit sharing: court
CINCINNATI-The sixth cir-

cuit court of appeals here ruled
that Kroger Co. violated the Taft-
Hartley labor law when it ex-
cluded employes who partici-
pated in a union pension plan
from a company voluntary profit-
sharing program.

The court said the exclu-

sion "discriminatorily discour-
aged union membership."

However, the court also ruled
that an order to restore excluded
employes to membership in the
plan was not justified in the ab-
sence of "intentional and delib-
erate discrimination." Profit
sharing was held to be a subject
of collective bargaining, inde-
pendent of the subject of pen-
sions.

IN BRIEF, the case developed
because Kroger had two welfare
plans. The retirement pension
plan was noncontributory; the
contributory profit-sharing plan
was entirely voluntary.

Several years after the estab-
lishment of the plans, the com
pany modified both. It moved to
exclude any member of a union
that adopts a limited group pen-
sion plan, regardless of whether
or not the union member partici-
pated in the union plan.

The two plans were treated as
one inseparable unit, and the
union negotiations were put on
notice that profit sharing was
"out of bounds" in bargaining.
The court ruled that, because the
two plans were adopted at dif-
ferent times, they must be ad-
ministered separately-and the
company must negotiate the
profit-sharing plan.

In ruling out punitive order,
the court held that the record did
not show that the profit-sharing
exclusion had been deliberately
used to discourage union mem-
bership, "albeit its use might

Employers of Wausau
names administrator

Mary Beth Erdman has been
named employe benefit plans ad-
ministrator at Employers Insur-
ance of Wausau. She will be re-

sponsible for providing informa-
tion to company employes.

Federal rules ...
Continued from page 28

Sen. Javits introduced his bill
in the 90th Congress as a vehicle
for opening a meaningful dia-
logue on Federal pension regu-
lation, Frank Cummings, the
Senator's Administrative assis-
tant said. Mr. Cummings, form-
erly minority counsel to the la-
bor and public welfare commit-
tee, had major responsibility for
developing the bill.

Pension legislation must be
carefully drafted so that it does
the job of protecting the em-
ploye, without being so rigid and
restrictive that it straitjackets
thi pension industry, Mr, Curn-
mings said.

The chances of a fiduciary bill
passing the Senate this year are
very good, Mr. Cummings said,
although it is still too early to tell
whether the impetus exists to get
the entire vesting and funding
package passed this year.

''Sooner or later, pension legis-
lation is something that's going
to happen," Mr. Cummings said.
Pension plans now amount to
over $100 billion in unregulated
money-the largest chunk of un-
regulated money in the world.
Sooner or later the government
is going to do something to see
that they deliver, he said. •

have had such result."
Justice Cecil said that em-

ployes should not "be provided a
windfall." Those who might have
participated ' cannot now be put
in the sta:us that they would
have been had they been per-
mitted to exercise their rights to
invest in the profit-sharing plan. '

The "windfall," he said, could
accrue "from working out of tne
complications inherent in obedi-
ence to a retroactive order." i

Predicts press will report on pension yields
DAYTON, 0. - A financial

public relations executive has
predicted that benefit plan re-
suits will be reported in the fi-
nancial media much as corporate
results are.

(See Business Insurance report
on top 25 funds on page 23.)

Asset values. employes cov-
ered and portfolio changes are
some items which the press may
cover on a regular basis, Irving
L. Straus, president of a firm
bearing his name, told the Miami
Valley Assn. of Industrial Edi-
tors. He said his firm surveyed

the reporting practices on pen-
sion and profit-sharing funds of
the top 500 companies in the U.S.
and found that less than 10 % re-
fer to employe benefit plans in
the corporate annual report oth-
er than a brief mention.

He said that the study found
only a handful published any-
thing which could be construed
as a report of custodianship.

He suggested that annual re-
ports of benefit plans include
names of officers and directors of

the fund, a report of the chair-
man or president, facts about the

plan, investment objectives,
names of consultants and advis-
ers, and benefit coverages and
portfolio information, m

Montana ruling
A proposed new rate law has

been adopted by the Montana
state legislature and is now
awaiting signature by the gover-
nor. When signed, the new law
will be effective July 1. The mea-
sure exempts workmen's com-
pensation insurance from the
nonfiling procedures.
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Mutual funds, banks, insurers
line up for 'prototype' approvals

WASHINGTON-The initial

response to the Internal Revenue
Service's call for prototype pen-
sion plans has far exceeded ex-
pectations-with several hun-
dred plans submitted for approv-
al during a three-month filing
period, Marshall Weeks, group
chief for corporate master proto-
types, told Business Insurance.

In December, the Internal Rev-
enue Service invited banks, in-
surance companies, mutual funds

and trade and professional asso-
ciations to submit prototype pen-
sion plans for approval. Once ap-
proved, the plans could then be
marketed to companies seeking
to establish pension retirement
plans.

The prototype procedure came

in response to the growing num-

ber of companies adopting re-
tirement plans each year. It is
designed to both simplify the
adoption and approval process
for the adopting companies and
to ease the strain on internal

revenue caused by the growing
volume of individual plan appli-
cations, Mr. Weeks said.

The service agreed to process
concurrently all plans submitted
between January and March and
send out letters of approval on
the same day to avoid giving any
institution a competitive advan-
tage in marketing the plans.
Plans received after March will

be procesped in order received.
SOME ORGANIZATIONS are

submitting as many as 10 or 12
plans, with the majority sending
only two-one for pension and

YOU MEAN

1 CAN PICK

ANY OF

THEM7

one for profit-sharing plans, Mr.
Weeks said. After the first plans
have been approved, some of
these organizations might be ex-
pected to submit additional
plans, he added.

Under the master prototype

plan, a company seeking to adopt
an approved prototype pension
plan would file a four-page form
with the Vistrict IRS off-ce. The

sponsor would file a one-page

form with the IRS in Washing-
ton.

Currently, companies must de-
vise individual pension plans and
submit an application for ap-

proval to the IRS, which can run
from 40 to 70 pages and includes
a copy of the plan, a specimen
insurance contract, detailed in-

formation on participating em-

Now, an annuity
holder can

choose his own

growth-oriented investment program, and
Still enjoy tax advantages of qualified plans.
Before retirement. After retirement.

It's done through a new life insurance product-the Investment Annuity,
developed by First Investment Annuity Company of America.

The Investment Annuity is not a variable annuity because the investment
program which supports it is directed completely by the holder. He can
select any mutual fund for example, and make tax-free changes at any time,
as his investment objectives change. The highly flexible Investment Annuity
is specifically designed to provide guaranteed lifetime retirement benefits
geared to investment performance, in these applications:

e HR-10-Keogh plans

c Tax-sheltered annuities-IRS Sec. 403(b), for teach-
ers and employees of 501 (c)(3) organizations

• Corporate pension, profit-sharing and thrift plans-
IRS Sec. 401 (a); deferred contracts, as well as imme-
diate annuities for distribution at retirement or death

• VIP, the new qualified Voluntary Investment Plan for
all types of organizations

For more information, send the coupon below or call us free, day or night,
at (800) 523-2721

General agent, insurance broker and broker/dealer inquiries are invited. Please
write on your business letterhead to John F. Bridges, C.L.U.-Senior Vice President.

 First Investment Annuity Company of America1500 Chestnut Street, Philadelphia, Pa. 19102

Please send information about how the Investment Annuity can be applied:

Name

0 For the benefit of the self-employed
0 For employees of educational and non-profit organizations
Il For corporate pension, profit-sharing or thrift plans.

Organization

Addreqs

Title

Phone

7ip

BW

ployes and other statistical data,
Mr. Weeks said.

While corporate employers of
any size will be eligible to adopt
a prototype plan, the IRS expects
that the smaller companies will

be most likely to use the proto-
type, while large companies con-
tinue to devise individual plans
tailor-made to their particular
needs.

The IRS has just started the
reviewing process on the first

group of plans, and there is no
word yet as to when the rulings
on these will be completed, Mr.
Weeks said. Any requested
changes will have to be commu-
nicated to the sponsors and time
allowed for corrections to be

made before letters of approval
on any of the plans can be mailed
out. IRS personnel will be
checked for uniformity and con-
sistency in the approval process
and legal requirements. •

Stock brokers intensify
security against thieves

LOS ANGELES-Brokers are

using more stringent security in
reaction to mounting disappear-
ances of s:ocks from back offices.

Last year insurance companies
pushed through national premi-

um increases averaging 18 % on
coverage for brokers against
such losses. One national stock

brokerage house which suffered
20 losses jumped from paying a
$300,000 premium to paying $1.25
million.

Included in the heavy security
demands from insurers is more

systematic enforcement of re-

stricted entry to "cage" areas.
Several houses have increased

closed-circuit TV monitoring of
back offices and now prevent
workers from entering the vault
alone.

ROBERT W. HAACK, presi-
dent of the New York Stock Ex-

change, said that member firms
have reported losses amounting
to approximately $37 million
each in 1967 and 1968, up 307%
from the amount stolen or lost in
1966.

Brokers indicate they are fear-
ful that present high work back-
logs may help more serious cases
of theft go undetected.

Securities industry officials

deny that there is substantial

penetration of brokerage firms
by any national crime syndicate,
but brokers themselves say there
is evidence in some major cases

that the thievery isn't the work
of small-timers, but part of a
professional conspiracy. •

Oregon starts
hearings on comp

Legislative hearings have be-
gun in Salem, Ore., on a propos-

al by the Oregon State Fund to
prohibit use of interstate experi-
ence in arriving at compensation
rates and to require that divi-

dends may be paid only out of
surplus earned on compensation
business within the state.

Opponents of the measure
complain it would "give unfair
advantage" to the state fund,

which already writes 60% of the
state's compensation business.

Now- stock prices
with dividend data

onmagnetictape ...
daily...anywhere ...
within a few hours
of market close!
FACTS has just made its magnetic tape of stock prices
more valuable by adding dividends·per-share, earnings-
per-share, ex dividend date, dividend record and pay-
ment dates - in addition to daily open and closing
prices, volume, high and low.

This more·complete·than-ever tape can be in your
hands within just hours of market close-anywhere in
the country-making your own computer an even more
productive tool than it is now.

For more information, call collect: Mr. John Mangum,
National Sales Manager, (212) 924·0414
or mail coupon now!

BI-14 ,
E MMCTS New York. N. Y. 10014

345 Hudson Street

 Please send information on:
0 Magnetic tape pricing service 
(including dividend data) m

• m Portfolio Appraisal Service m
 O Municipal Bond Evaluation Service .

.

(Name & Title)

(Firm)

(Address)

I .
m (City. State. Zip) (Phone) m
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Eye increased 'brand changing'
among investment counsel: Cook

NEW YORK-Pension fund

experts have predicted "in-
creased brand switching" of in-
vestment counsel as the mea-

surements of performance be-
come more popular and more ac-
curate.

Gordon J. Crook, president of
Lesta Research Inc., told a recent
American Management Assn.

meeting on pension fund perfor-
mance measurement, that the in-
vestment manager now has a

quality control mechanism to
look at individual prices in a

portfolio rather than looking at
aggregate return, and he can
look at the quality of perfor-
mance relating this to stated
goals and achievement.

Mr. Crook said that invest-

ment managers face greater
competition for pension funds

because of assumed greater visi-
bility of performance, as intro-
duced by the mutual funds. He
also predicted that there will be
more differential pricing for
fund management and that pen-

sion funds will change suppliers
far more frequently than ever
before.

HE SAID that potential levels
of "dis-aggregate" performance
of a portfolio include investment
analysts making recommenda-
tions in several special areas but

Updating ...
Continued from page 26

any year when investment in-
come falls short of the amount

required by the plan's assumed
interest rate, no updating would
take place. The first call on fu-
ture excess would be to make up
previous years' losses, according
to the proposal.

In addition, any portion of a
year's updating that cannot be
provided by the year's available
excess investment income is au-

tomatically included in the po-
tential updating of the following
year. And, if excess investment
income after several years has
not been sufficient for full updat-
ing, -the company may want to
accept some additional liability,
the Bulletin states.

THE PLAN resembles a vari-

able annuity, the bulletin

states," in assigning excess in-
vestment income to employes in-

stead of to the employer. It diff-
ers from the variable annuity in
allocating excess investment in-
come among the employes ac-

cording to merit, as reflected by
salary increases.

"And unlike the variable an-

nuity, this plan has a specified

pension objective and permits
the employer to keep any funds
not required to meet this objec-
tive."

J & H states that its continuous

updating plan may be attractive
to many companies because:

It minimizes the need for fu-

ture company contributions to

pay for benefits related to past
service;

It reduces fluctuation in the

level of company contributions
because of investment experi-
ence;

It directly reflects investment
success in employe pension cred-
its;

It has a clear, long-range pen-
sion objective, and no employe's
benefit is allowed to exceed this

objective; and

It stimulates employe interest
by frequent increases in accrued
benefits. •

usually lacking a broad overall
view of the entire market.

The investment committee
would then take these recom-

mendations, compare them with
reports from other market spe-
cialists and decide on a purchase.

The portfolio manager will be
concerned with day-to-day in-
vestment decisions, the strategic
bond · to stock mix, turnover, di-
versification of holdings and
population of holdings.

Anthony B. Cashen, vp of the
funds evaluation department of
A. G. Becker & Co., agreed with
Mr. Crook that there will be

more "brand changing" and
product development in the fu-
ture for pension funds.

MR. CASHEN predicted that
corporate financial officers will
take a more active role in work-

ing with investment manager
concerning pension fund man-
agernent as a result of perfor-
mance evaluation techniques.

He outlined a service provided
by his department to evaluate
fund performance for clients. He
said that the service now has 400

clients representing 650 funds.
In essence, he said, the service

provides comparison data of

funds of similar size, showing
among other things, percentage

of the fund in equities, compari-
son with market performance,

Continued on page 47

Bill ties comp benefits
to wage levels in Wash.

At the request of Washington
Gov. Dan Evans, Senate bill 393
has been introduced by Sen. John
Stender of Seattle, tying ' indus-
trial insurance benefits for tem-

porary total disability to wages.
The bill provides for benefits

ranging from 60% to 75% of an
injured workman's wages, de-
pending on the number of de-
pendents he ·has. Presently, ben-
efits are based on dependents but
not wage level.

VANDERBILT
MUTUAL 4*FUND
Objective: Possible long term capital growth

FOR A FREE PROSPECTUS

FIRST NATIONAL BANK BUILDING, (P. 0. BOX 2768)

SAN DIEGO, CALIFORNIA 92112 • (714) 239-9101

e
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The Side Fund is an equity investment
designed primarily for employee

benefit plans, foundations and other
tax-exempt investors, as well as

individuals to whom tax factors are

not an investment consideration.
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A&A readies public offering of shares
NEW YORK-Alexander &

Alexander, generally considered
to be the nation's third largest
insurance brokerage firm in
terms of fees and commissions,
will become the nation's third
broker to go public.

Executives of A&A are offer-
ing 290,000 shares to the public
through Smith, Barney & Co. An
additional 10,000 shares are

being reserved by the under-
writers for sale to employes of
the brokerage firm. A&A will not
receive any proceeds fronn the
offering.

According to the prospectus
filed in conjunction with the pro-

posed offering, A&A had revenue
from commissions, fees and oth-
er income in 1968 of $20,921,235,
up from $16,818,285 in 1967. Of
the 1968 revenues 72% was de-

rived from general insurance
brokerage activities; 11% from
consulting services; 9% from life
and group business; and 6%
from employe benefit communi-
cation services.

NET INCOME in 1968, accord-
ing to the prospectus, was $932,-
158, up from $908,250 in 1967. No
client accounted for more than
2% of A&A's total revenues in

1968, the prospectus stated.

BY
FUND INC

Pension and Welfare Plan Trustees:

You will be interested in knowing about a
mutual fund in which the management hopes
to make your money grow and takes what
it considers sensible risks in that direction.

PROSPECTUS FREE FROM YOUR SECURITIES DEALER OR WRITE TO
PENSION & PROFIT SHARING DIVISION. THE DREYFUS CORP. 2 BROADWAY. N.Y. 10004.

®

In contrast Marsh & McLen-
nan, the biggest broker in terms
of both commissions and income,
took in revenue of $106,467,849 in
1968 and had net income on $15,-
080,328. Marsh & Mac, which
went public in 1962 and is listed
on the N.Y. Stock Exchange, has
5,888,948 shares outstanding.

The only other publicly held
insurance brokerage firm is Cor-
roon & Black, whose stock was
listed on the American Stock Ex-

change in 1929. The broker re-
ported gross revenue in 1968 of
$6,384,945 and net earnings (be-
fore an extraordinary gain) of
$1,611,486. The broker had 885.-
267 shares outstanding at the end
of 1968.

TAKING INTO account its ex-

traordinary gain-which was the
sale of its Reliance Insurance
stock-Corroon & Black earned a

whopping $12,991,842 in 1968. The
figures include results from Mil-
ler & Ames, a brokerage firm
which was bought last year.

Marsh & Mac earned S2.56 per
common share, Corroon & Black
earned $1.82 per share (before
the sale of Reliance Insurance

stock is taken into account, $12.86
after) and A&A earned 92¢ a
share in 1968.

The prospectus stated that in
1968 "a major portion of the in-
crease in commissions and fees

was attributable to 11 acquisi-
tions made in 1967 and 1968."

OTHER FACTORS affecting
1968 results, the prospectus said,
were increased start-up costs in
connection with the opening of
new offices and increased ex-

penses in moving other offices to
new premises.

The prospectus showed that
brokers bought by A&A in 1964
added $305,000 to A&A's net in-
come; $317,000 in 196:; nothing
in 1966; $2,832,000 in 1967; and
$749,000 in 1968.

Growth Stock Investing
for a

Profit Sharing Trust
If you are concerned with the management of an
employee benefit plan, we would like to send you
a copy of this study. It deals with the experience
T. Rowe Price and Associates has had in the

investment management of its own employees'
profit sharing trust - the approach and the re-
suits. T. Rowe Price and Associates specializes
in investment counsel for institutional funds.

Requests should be directed on company letter-
head to William B. Thompson.

32jUe 2Pri£€ 4rnd, 14«*lint*ufU-
Investment Research and Counsel

One Charles Center Baltimore, Maryland 21201

A&A paid its chairman, Philip
W. Ness, $109,396 in 1968, the
prospectus stated. In addition
Mr. Ness is entitled to $35,210 in
estimated annual benefits upon
retirement from A&A's pension
plans. He has another $102,779
coming to him from the firm's
profit-sharing plans.

OTHER EXECUTIVES and

their salaries; incentive pay and
bonuses, with amounts from
pensions and profit-sharing plans
in parenthesis, are: Louis A.
Bonar, exec vp and director,
$103,296 <$33,748 and $99,025) ;
Latimer S. Stewart, senior vp
and director, $102,196 ($32,870
and $99,669); Kenneth W. S.
Soubry, president, chief execu-
tive officer and director, $97,753
($31,911 and $47,068); and Geof-
frey N. Calvert, $96,753 ($30,192
and $79,741);

Also: John A. Bogardus Jr,, vp
and director, $81,384 ($25,935 and
$31,140); Joseph R. Barr, vp and
director, $76,888 ($24,472 and
$39,260); Hugh B. Long, senior
vp and director, $67,229 ($21,983
and $43,089); Robert W. Borg, vp-
administration and finance and

director, $63,653 ($20,116 and
$27,579); Mark E. Balis, vp and
director, $44,513 ($989 and $3,-
412; in addition Mr. Balis upon
retirement is entitled to addi-

tional compensation based on
commission income collected on

specified accounts); and Hugo J.
Standing, vp and director, HO,-
576 ($13.443 and $18,628).

The prospectus stated that sal-
aries also included incentive pay
and bonuses. "The company's ba-
sic philosophy in compensating
its executive personnel has been
to pay relatively modest base
salaries and offer an opportunity
for additional renumeration

through an incentive program.
In 1968, for example, the average

base salary of the persons listed
in the above table was approxi-
mately $24,000."

For over 20 years, the pros-
pectus stated, A&A has provided
incentive pay through the alloca-
tion of units of participation to
key executives. Each current
unit of participation entities the
holder to receive one-tenth of

1% of the parent company's net
income before deduction for in-

centive pay and income taxes.
Currently incentive units are

held by 105 employes, with no
employe permitted to hold more
than 20 units. The prospectus,
said that several executives hold'

Fred S. James

4th to go public
CHICAGO-Fred S. James

& Co., insurance broker, has
filed with the Securities and

Exchange commission for a
public sale of 232,220 shares of
common stock.

It will become the fourth

brokerage house to go public.
Marsh & MeLennan, traded on
the New York Stock Ex-

change, Coroon & Black,
traded on the American Stock

Exchange, and Alexander and
Alexander, which also filed
with the SEC this month.

(See story elsewhere in this
page about the A&A filing.)

The James firm, generally
considered to be among the
top 25 insurance brokers in
terms of fees and commissions

in the U.S., has 697,160 com-

mon shares outstanding, ac-
cording to its SEC registra-
tion statement. The public
sale of shares will be used to

repay debts and for working
capital, the statement said.

A spokesman for the com-
pany said that the prospectus
will be ready this week.

20 units and each earned $65,926
on such units. A total of $1,235,-
287 was paid to executives hold-
ing units in 1968.

In 1968, according to the pros-
pectus, a total of $356,496 was
paid in bonuses, with no execu-
tive getting more than $13,070 in
such compensation.

A&A'S PENSION plan, which
is noncontributory, gives month-
ly benefits equal to a percentage
(based on years of service) of an
employe's average earnings for
five consecutive years of his last

ten years of work. The maxi-
mum percentage, reached after
35 years of service, is 35% of
earnings up to $10,000 and 32.5%
of earnings above $10,000. Full
retirement benefits are given to
employes with at least ten years
of service who retire between

ages 55 and 60.
Under A&A's profit-sharing

plan, employes are 25% vested
after five years of employment
after age 25, and gain an addi-
tional 15% vesting each year
thereafter until they are 100%
vested. There is 100% vesting
upon death or permanent disabil-
ity or upon reaching age 55.

The prospectus said that 75,000
shares (out of a total of 1,017,-
000) of the company have been

 reserved for options under its
stock option plan. •

A SPECIAL

INVESTMENT

MANAGEMENT

SERVICE
Creative, vital management for a limited number of
individuals and institutions, stressing asset growth.
Each portfolio manager, a highly motivated profes-
sional, marshals the full investment resources of Loeb,
Rhoades towards the client's obiectives. Charges are
on an agreed fee basis. Direct inquiries to Dept. IM.

LOEB, RHOADES & CO.
42 WALL STREET • NEW YORK, N.Y. 10005
MEMBERS NEW YORK STOCK EXCHANGE, AMERICAN STOCK

EXCHANGE AND PRINCIPAL COMMODITY EXCHANGES



Educator sees rise of buyer vie-
crucia/ in gaining needed reforms

WASHINGTON-The rise of a
buyer-oriented point of view in
the insurance industry may pro-
vide the "countervailing power"
needed to push through sound
insurance regulation, according
to a leading educator.

The issue, as stated by Herbert
S. Denenberg, Harry J. Loman
Professor of property and liabil-
ity insurance at the University of
Pennsylvania's Wharton school
of finance and commerce, is "how
to provide a field of forces" capa-
ble of generating insurance regu-
lation to protect the public inter-
est.

"How can we provide a regula-
tory environment that protects
the legitimate interests of the
consumer and those of insurance

companies and producers alike?"
Mr. Denenberg asked a meeting
sponsored by the District of Co-
lumbia chapter of the Society of
Property & Casualty Underwrit-
ers.

WHAT'S NEEDED, Mr. Den-
enberg stated, is an effective con-
sumer voice, but "the fact of the
matter is that the insurance in-

dustry has the most effective if
not the dominant voice in the de-

termination of the law and prac-
tice of insurance regulation.

"It is a sad and simple fact of
life that the regulated provide a
greater disciplinary force on the
regulator than vice versa. Some-
times it can be asked who is the
regulator and who is the regu-
lated."

Mr. Denenberg said that one
source of countervailing power
is within the industry itself, but
he said that the effectiveness of
this source "has been weakened,
in my opinion, by the inept polit-
ical performance of the agents.
They have not yet created the

Ask auto rate

cut in Oregon
SALEM, Ore.-A reduction in

Oregon automobile insurance
rates has been proposed here by
the Insurance Rating Bureau in
a new rate schedule filed with
Insurance Commissioner James
Faulstich.

It is the first time that anyone
in the Oregon insurance division
can recall receiving a request for
lower car insurance rates.

The rating board represents in-
dependent insurance firms which
carry about 15% of the car in-
surance business in Oregon.

The new rates, if approved,
would be effective May 7 and
would represent a 2/10ths of 1 %
drop across the state. This would
represent approximately $2 a
year for an average car owner in
the Salem or Willamette Valley
area.

There would be no changes for
car owners living in the coastal
counties except for Portland,
Coos and Curry counties.

Last year Faulstich held the
first public hearing ever con-
ducted in Oregon on auto in-
surance. •

Armco Steel names

Torstveit to post
MIDDLETOWN, 0.-How-

ard L. Torstveit has been

named manager-employe in-
surance of Armeo Steel Corp.

Mr. Torstveit, who has been
with Arrnco since 1947, most
recently as an accounting su-
pervisor, reports to G. H. Cole
Jr., director-compensation and
benefits.

know-how and the staff to effec-
tively present their case on many
issues.

"THEY TEND TO rely too
much on their naked economiz

interests as justification for their
positions without fully develop-
ing a case that may exist and
may be worth making' Mr. Den-
enberg contended.

The insurance educator was

especially critical of the trade
press, whieh he said is "the ser-

vant of the industry, not its crit-
ic. It is not even a good servant.

It does so little digging and re-
porting that it fails to tell the
industry wnat it needs to know "

However. he added, "there is

one promising journalistic devel-
opment and that is the emer-
gence of a buyer oriented seg-
ment of the trade press. The
buyer provides a natural source
of countervailing power that is
more likely to be critical of the
insurance industry and that
naturally tends toward the con-
sunner interest.

"AN EXAMPLE OF this buyer
oriented trade press would be
Business Insurance, which com-
menced publication in 1967.

"It has coupled a consumer
viewpoint, with some real re-
porting and an attractive format,
that is likely to make it a formid-
able factor in insurance journal-
ism in the years ahead. It iS alSQ

likely to create pressures on the
rest of the trade press to dramat-
ically improve their perfor-
mance or perish," Mr. Denen-
berg said.

He also held out hope that the
American Society of Insurance
Management will provide anoth-
er source of countervailing pow-
er, although he noted that ASIM
"has not been especially effective
in the determination of public
policy for insurance.

"But ASIM is coming of age
and there are signs it will be
more effective in the future. It

has recently appointed a legisla-
tive counsel to serve in Washing-
ton, and I suggest dramatic prog-
ress is in the offing."

MR. DENENBERG also said

that the insurance professor can
provide an effective alternate
point of view. But "all too often
the university professor is the
paid tool of the industry, and

UUMN€256 ms'UTU'nee. April 14, 1363/49

view," he charged.

been signs that those interested
in insurance at the universities
were beginning to become a new

tor on the regulatory scene.
Mr. Denenberg was of the

opinion that the rise of the con-
sumer viewpoint "is helping to
provide the industry w.ith new
opportunities and new freedom
-including the promise of liber-
alized rating laws.

"Perhaps the new approach to
rate regulation is the best exam-
ple that consumerism is a new
factor in the insurance equation
but one that may be helpful
rather than harmful to an intel-

ligent and responsive industry,"
he concluded. •
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Doused Lucky Shiga flies again
SAN FRANCISCO - Lucky

Shiga, the Japan Air Lines DC-8
with the lucky tsuru bird painted
on the nose, was successfully
flown here, ending a consider-
able period of uncertainty for in-
surance carriers.

The plane belly flopped into
San Francisco Bay last Nov. 22 at
the end of a ftight fronn Tokyo.
Not one of the 107 people aboard
even got his feet wet.

After the huge plane had been
removed from the water and

mud of the bay, the big question
facing Japan Air Lines' insur-
ance carriers was whether the
$8,300,000 aircraft could be sal-
vaged after its 55-hour dunking
in corrosive salt waters.

UNITED AIR LINES under-

took the repair job at its mainte-

nance base here. The project cost
$4,000,000 and stretched over
52,000 man hours, which in-
volved a nose-to-tail microscopic
check to determine structural

strength.
"Our biggest problem," ex-

plains Bill Gaudy, United's main-
tenance foreman, "was to get the
salt water removed."

Two "pylons," the metal mem-
bers between the engine pods
and the wings, were replaced at
a cost of $250,000.

The interior was stripped and
hosed with thousands of gallons
of fresh water after which thou-
sands of nuts, bolts and other

parts were replaced, along with
36 miles of electric wiring.

ALL FOUR ENGINES were

taken apart, rebuilt and exten-

sively tested, Mr. Gaudy said.
The main wing spars suffered

no damage when Capt. Kohei
Asoh brought the plane down,
for reasons still not known, some
three miles south of the runway
he was aiming for.

THE LEADING and trailing
edges of both starboard and port
wings were badly damaged and
had to be replaced.

After rebuilding of the 250 000-
pound jet, it was testflown by W.
F. Woodruff, a test pilot for 22
years.

Fifteen minutes later, affer a
spin around the Bay with two
other United pilots and three Ja-
pan Air Line pilots aboard Mr.
Woodruff brought the Shiga back
down for a perfect landing. m

Who arranged insurance for the
Esso-Pappas complex in Salonica?

BOIT, DALTON & CHURCH

Symbolic of the New Greece, the 125-million
dollar complex is but one of the many manifesta-
tions of Boston financier Thomas A. Pappas' role
in the redevelopment of his "second" country.

Boit, Dalton & Church, through its associates, can
provide on-the-spot insurance services virtually
anywhere in the free world.

That's insurance in action!

BOIT, E
DALTONE

& CHURCH 1
INSURANCE SINCE 1865

89 Broad Street, Boston
Massachusetts 02110
TELEPHONE 617-482-3100

letters
Conti,zued from page 12

'One of finest'
To the Editor: Frankly, this

agency feels that Business Insur-
ance is one of the finest of the

insurance publications - we do
read it regularly and find that it
is effective with our customers,
not only in the matter of commu-
nication but in the sale of in-

creased limits on liability, and
the updating of many other
forms of insurance, plus of
course interesting our present
insureds and prospects in new
coverages.

Thanks again for the fine busi-
ness publication.

Andres-0'Neil

Bryan, Ohio.

J. M. O'Neil

Agency Inc.,

'All the men'

To the Editor: E. H. Crump
& Company employs approxi-
mately two hundred people in its
insurance agency with twenty-
five full time salesmen. Your

magazine is the only one that we
circulate to all the men and very
strongly recommend that they
read each article. It is refreshing
to read articles slanted to the in-

surance buyer.
You are to be congratulated on

your over-all publication and if
we can ever be of assistance to

you, please do not hesitate to call
US.

Clyde H. Beaumont

Manager, Sales Dept., E. H
Crump & Co., Memphis, Tenn.

Type of Benefit

'An exception
To the Editor: We are sub-

scribers to Businees Insurance
and have been from practically
the first issue. We all think that
the magazine is one of the very
best received in our office, and
while we receive much more lit-

erature than can possibly be read
your magazine is a definite ex-
ception.

Wayne Blow
President, General Underwrit-
ers Inc., Detroit, Mich.

Special employe
benefits issue

To the Editor: Mallinckrodt's

insurance people pointed out
your recent article on how "Hor-
mel & Co. spells out benefits in
its magazine."

Perhaps you'd be interested in
seeing what we did last August-
devoted an entire issue to bane-
fits.

We could quote you comments
from insurance agencies, national
associations and industrial edi-
tors, but we'll let you draw your
own conclusions.

G. W. Lambrecht

Manager of Publications, Mal-
linckrodt Chemical Works, St.
Louis, Mo.

Editor's Note.· The Mallin-
ckrodt magazine noted that $5.8
million was spent on emplove
benefits in 1967 ($4.9 of which
was paid by the company. The
magazine included such benefits
as cofee breaks ($838,000), tui-
tion aid ($41,000) and vacations
($930,000). The issue was "less
concerned with philosophy than
with the practicalities of emplove
benefits and the facts and jig'tires
inherent in them." (See tab le.)

SUMMARY OF BENEFITS - 1967

MALLINCKRODT CHEMICAL WORKS

Cafeteria Subsidy $
Coffee Breaks

Holidays
Hospitalization
Life Insurance

Long-Term Disability
Retirement Income

Sick Leave

Social Security

Special Clothing
Sports and Benefit Programs
Time Off

Tuition Aid

Unemployment Compensation
Vacations

Workmen's Compensation

TOTALS

Total Cost

45,000
838,000

583,000

414,000

297,000

33,000

783,000

234,000

1,232,000

60,000

79,000

82,000

41,000

50,000

930,000

116,000

$5,817,000

Company Shar

$ 45,000

838,000

583,000

414,000

150,000

18,000

641,000

234,000

616,000

60,000

75,000

82,000

41,000

50,000

930,000

116,000

$4,893,000

e Employee Share

$147,000

15,000

142,000

616,000

4,000

$924,000

TIME \.
to think about \41.-e

SELF-INSURANCE
For consultation and

complete service have your Insurance
Broker or Insurance Manager contact

ROBERT F. COLEMAN, INC.

ROBERT F.

COLEMAN, INC.

120 E. 23 St.

New York, N.Y. 10010

(212) 771-4210

• WORKMEN'S COMPENSATION
• PUBLIC LIABILITY

• ACCIDENT CONTROL
SPECIALISTS SINCE 1923

--



Lloyd's underwriter
OKs buyer meetings

CHICAGO-A Lloyd's of Lon-
don underwriter said that meet-

ing with large corporate insur-
ance buyers is always an enor-
mous stimulus to devising ap-
propriate coverage for them.

"However, while meeting with
clients is a pleasure, there is no
right of audience to buyer, the
public or reinsurance compa-
nies," said Andrew Drysdale, a
nonmarine Lloyd's underwriter.

By treaty and tradition, Mr.
Drysdale said, Lloyd's under-
writers will do business only
through a Lloyd's broker, "With-
out them the whole bloody sys-
tem would collapse," he asserted.

He pointed out that although
a Lloyd's underwriter will meet
with the buyer, his broker and a
Lloyd's broker, all negotiations
and fixing of premiums must be
done in the insurance buyer's
absence.

HE DID ADMIT that there has

been an increasing number of
corporate buyers traveling to
London, especially in the past 18
months.

He said that lack of capacity I
requires greater discipline on the
part of insurance buyers and i
senior management of all large ,
businesses. "It is absolutely i
farcical for the directors of com- |
panies to invest hundreds of i
millions of dollars all under one 
roof and expect the insurance in-

dustry to bail them out," Mr. 
Drysdale contended.

For example, he cited the fact 
that six Concorde aircraft, a 1
French-English joint effort to 1
build a supersonic transport, are
located in one hangar in Fulton,
England. Each hull is worth
$20,000,000 alone, and there is a
sizeable amount of support
equipment located in the same
hangar.

"I think the insurance industry
is being unfairly knocked by in-
surance buyers for their unwill-
ingness to take on such sizeable
risks," he commented.

"THERE IS AN old axiom that
the insured must act as if unin-

sured, he has a duty and it makes
commercial sense to spread the
risk."

Mr. Drysdale commented that
there are several reasons for

tightness in the market. "First of
all, the fringe insurdnce compa-
nies around Lloyd's have reduced
their capacity. Secondly, the
marine underwriters which have
been writing nonmarine ac-
counts, have been burned and

consequently have cut their
capacity."

He contended that true non-

marine capacity is not really
much less than it ever was.

For example, a major U.S.
stock insurer has $35,000,000 in

catastrophe excess of loss busi-
ness, and the Lloyd's share is
$16,000,000. The 1969 Lloyd's
participation although off 10%
from 1967 levels, in terms of

sterling is actually increased,
what with the devaluation.

HE SAID THAT the U.S.

atomic pools have a capacity of
$82,000,000 with Lloyd's partic-
ipation at $25,000,000. "It is not so
much lack of reinsurance capac-
ity," he said, "but lack of capac-
ity period."

He said that big insurance buy-
ers have driven prices down to
unrealistic levels. "Size discounts

and multiple location rate Buts
are absolute drivel, and it's
absurd that the larger the as-
sured the lower rate he should

Pay."

He said that as supply and
demand factors are given a

chance to work, and once profit
levels are established for a three-

year period, the prices for cover-
age will be cut back accordingly.
However, they'll never return to
early 1960 levels, he said. Lloyd's

will never lose money again
like it did in those dreadful

days."

He explained that the role of

a Lloyd's boker is most impor-
tant for the small and large buy-

er. For the small buyer, the
broker provides the weight of
his good will with the under-
writer to do battle with the in-

surer. m

employe benefits...

your best media buy--

Business /nsurance reaches the management teams responsi-

ble for the bulk of all pension and profit-sharing plans in

force - about 35% of all 8/ news deals with the biggest of

all "fringe" benefits. Go where the action is - you can rent

this space and reach this rich market for only $135 - every
issue basis.

business insurance

1842-1969

127 years of insurance protection
in the marine tradition.

The Atlantic Companies
Multiple line companies writing Marine, Fire

and Casualty insurance

HOME OFFICE: Atlantic Building, 45 Wall Street. New York, N. Y. 10005

Condensed Statements as of December 31, 1968
From iepoits made to the New York State Insurance Department

Atlantic Mutual Insurance Company Centennial Insurance Company
Admitted Assets Admitted Assets

Cash in Banks and in Offices ....$ 3,852,003 Cash in Banks and in Offices ....
Securities: Securities:

United States United States
Government ... $23,290,278 Government ...$ 7,038.658

Other Bonds .... 58,183,266 Other Bonds . . . . 21 .408,681
Preferred Stocks . . 2,566.082 Preferred Stocks . . 823,388
Common Stocks . . 38,789,601 122,829,227 Common Stocks . . 10,465,507

Premiums Receivable not Premiums Receivable not
over Three Months Due . . . . . 9,230,813 , over Three Months Due . . . . .

Other Assets . . ....... 7,484,458 Other Assets . . . . . . .

TOTAL . ..... . . $143,396,501 TOTAL ........

Liabilities
Liabilities

Reserves:

Claims and Claims

Expense . . . . . $44,966,554
Unearned Premiums . 37,903,152
Expenses and Taxes . 2,523,464
Reinsurance in Non-

Admitted Companies 1,477,792 .
Miscellaneous ... 50,378 $86.921.340

Other Liabilities ........ 9,892,506

$96,813,846

Voluntary Reserve . . . $36,582,655
Guaranty Fund . . . . 3,000.000
Surplus . . . . . . 7,000,000

SURPLUS AS REGARDS POLICYHOLDERS $46,582,655
TOTAL ....... . $143,396,501

Securities carried at $1.827,641 are deposited for purposes re-
quired by law.
Common Stocks include the stock of the Centennial Insurance
Company, wholly owned. al cost.

Securities are carried at values prescribed by the National Asso-
ciation of insurance Commissioners. On the basis of December
31,1968 actual market quotations for all securities owned. this
Company's total Admitted Assets would amount to $134,645,281.

WILLIAM R. BIGGS
Economic Consultant. The Bank W New York

ELLSWORTH BUNKER

Ambassador to the Republic
oj South Viet-Nam

JOHN B. CLARK
Honorary Chairman. Coats & Clark, lnc.

CLEVELAND E. DODGE

Honorary Director,
Phelps Dodge Corporation
W. D. EBERLE

President.

American Standard inc.

HAROLD A. ECKMANN

Senior Executive Vice President

DAVID A. FLOREEN

President

RAYMOND H. FOGLER
Director, W. T. Grant Company

ALBERT P. GAGNEBIN
President, The International Nickel Company
0 Canada, Limited

J. PETER GRACE
President. W. R. Grace & Co.

E. ROLAND HARRIMAN
Partner, Brown Brothers.Harriman & Co. tr

Reserves:

Claims and Claims

Expense ....
Unearned Premiums

Expenses and Taxes
Reinsurance in Non-

Admitted Companies
Miscellaneous .

Other Liabilities . .

$14,988,851
12,634,384

841,446

$ 1,304.701

39,736.234

3.076.938

2,336,661

$46,454,534

492,597
15,993 $28,973.271

3,276,945

$32,250,216

Voluntary Reserve . . . $ 750,801
Capital ....., 1,500,000
Surplus ...... 11,953,517

SURPLUS AS REGARDS POLICYHOLDERS $14,204,318
TOTAL ........ $46,454,534

Securities carried at $1,833,091 are deposited for purposes re-
quired by law.

Securities are carried at values prescribed by the National Asso-
ciation of Insurance Commissioners. On the basis of December
31. 1968 actual market quotations for all securities owned. this
Company's total Admitted Assets would amount to $43,364.119.

Trustees - Directors

ROGER HULL
Chairman,
The Mutual Lije Insurance Company
o) New York

RICHARD H. MANSFIELD

Salisbury. Connecticut

JOHN P. MORGAN, 2nd
Vice President,
Morgan Guaranty Trust Company
oj New York

J. WILSON NEWMAN

Chairman, Finance Committee,
Dun & Bradstreet, Inc.

M. NIELSEN

Chairman,
The Babcock & Wilcox Company

CHESTER W. NIMITZ, JR.
President, Perkin-Elmer Corp.

MARVIN PIERCE
Rye, New York

WILLIAM B. RAND
New York

MARION SADLER
Retired President,
American Airlines. Incorporated
GEORGE M. SCHURMAN
Katonah, New York

ROBERT B. SEMPLE
President. Wyandotte Chemicals Corporation

JOHN E. SLATER

Consultant, Coverdale & Colpitts

HERRIOT SMALL
Retired Vice President oj the
Atlantic Companies

MAURICE D. STACK
Chairman Finance Committee

BENJAMIN STRONG
New York

DALE E. TAYLOR
Executive V ice President

ALAN H. TEMPLE
Retired Vice Chairman,
First National City Bank

JOHN C. TRAPHAGEN
Trustee and Member oj the
Executive Committee. The Bank oj New York
FRANKLIN B. TUTTLE

Retired Chairman 01 the Board
oj the Atlantic Companies
MILES F. YORK
Chairman and Chief Executive ODicer
J. ARTHUR BOGARDUS
Trustee Emeritus

CLARENCE G. MICHALIS
Honorary Trustee
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Crockwell lists hybrid talents' of risk managers
SAN FRANCISCO-Creative

risk management today requires
the logic. of.an engineer, the fin-
esse of an attorney, the mind of a
"s har p-pencilled" accountant
and tax man, the understanding
of human engineering, the fore-
sight and control of a manager,
and "an overworked imagina-
tion."

The risk manager was so de-
scribed for members of the

American Society of Insurance
Management here by Justin A
Crockwell, manager of insurance
for the Pacific Gas & Electric Co..

one of the nation's largest public
utility firms.

"Such hybrid talents are es-
sential," Mr. Crockwell declared,
"because today when an insur-
ance manager is faced with a

new risk for which no apparent
insurance is presently available,
he has many decisions to make.

HE MUST first determine ex-

actly what the financial exposure
to his company will be and he
must determine what the poten-
tial risk to this new unit of prop-
erty may be both from an opera-
tional as well as a physical dam,.
age point of view.

"Once he has established these

two points," he said, "the insur-
ance manager must then decide
how he will meet his problem.
Usually a good risk manager will
establish an effective communi-

cations system in his company so
that he learns of new problems
long before they materialize.

"One of the basic ways to

The

avoid risk," Mr. Crockwell
pointed out, "is to have proper
loss-prevention and protection.
measures built into its design...
if the problem involves a new
product.

"Thus the· risk manager will
discuss with design engineers of
architects methods to minimize

potential losses. He also will re-
view operating procedures to as-
sure proper training and safe-
guards"

One of the basic essentials, in

Mr. Crockwell's opinion, is a
"good insurance contract. '

HE POINTED OUT "it is

sometimes impossible to manu-
script a form on a new risk if the
insurance industry decides to de-
velop one of its own because of

@4 hour
insurance

polier

the specialization of the risk."
The "bargaining power of pre-
mium dollars" is necessary to
force the use of the risk manag-
er's own policy form, he said.

Mr. Croekwell outlined risk

problems and market capability
problems involved in the utility
industry's entry into nuclear
power generation.

"Initially," the insurance man-
ager explained, "there were no
exclusions for losses arising out
of nuclear power plant opera-
tions in any of the domestic in-

surance policies insuring conven-
tional types of power plants.

"A report by the Brookhaven
National Laboratory awakened
the insurance industry to the po-

tential exposure and from then
on nuclear exclusion endorse-

It could be the most important policy a contractor could buy.
You spend 3 years and 30 million dollars
building a scphisticated refinery, petro-
chemical plant or factory and in the time it
takes to test it out you could lose your shirt.i
If you're not covered during that time.

The"all risks" policy provided by AIU, as
opposed to the "named perils" available
overseas, covers you for just that time.
And covers you during inland transit, for
flood, earthquake, and theft. All of which
would not be available in most overseas

markets.

AIU's contractor's "all risk" policy isn't
exactly a 24 hour policy, but it does cover
you for what may the most hazardous
24 hours of your life.

If you'd like more information about this
policy, ask your agent or broker to contact
the nearest AIU office or American

International Underwriters, Department 34,
102 Maiden Lane, New York, N.Y. 10005

50 years in overseas insurance.

ments were issued on a general
basis for all liability and physi-
cal damage policies, regardless of
whether or not the insured was

directly involved with nuclear
power generation."

BECAUSE OF the hazard, Mr.
Crockwell said, Congress de-
cided to adopt the indemnity
provisions of the Price-Andersona
Act to assure availability of.
funds in the event of a catastro-
phic nuclear accident and to re-
move the deterrent to indristrial
activity in atomic energy.

"The total amo.unt of dollars

referred to in the indemnity that
appears in all operating licenses
for nuclear power plants," Mr.
Crockwell said, "is $560 million."

This includes available insur-

ance, with the understanding
that the maximum available is to
be purchased for any nuclear
power plant operating at 100,600
kilowatts or more.

The present amount of insur-
ance available, he added, is $82
million.

MR. CROCKWELL described

the insurance pools that have
been formed, one for liability
and one for physical damage.

The liability pools were called
the Nuclear Energy Liability In-
surance Ass'n. (NELIA) and the
Mutual Atomic Energy Liability
Underwriters (MAELU).

"In the beginning," Mr. Crock-
well said, "they were established
at $60 million. The next step was
to develop atomic insurance pol-
icy forms. A nuclear liability pol-
icy was the simpler form to write
but the more difficult to inter-

pret.
"This form," he explained,

"generally insures on an abso-
lute-liability basis and extends
coverage to any other person or
organization for whom there is
any legal or contractual liability
arising out of the operation of a
nuclear power plant."

THE NUCLEAR liability form
also "dovetails" into the indem-

nity established under the Price-
Anderson Act.

In terms of the physical dam-
age risk, Mr. Crockwell said
"the insurance industry wanted
to write an all-risk policy, be-
cause of proximate cause being
difficult to determine at the time
of loss.

"The utility industry felt that
the physical damage policy
should only insure radioactive
contamination and decontamina-
tion cost in the event.Qf.a loss.

"Because of the nature of the

pool's form for physical damage
and because the Factory Insur-
ance Assn. was the primary ad-
ministrator, industry decided it
should be an all risk form.

"THIS MEANT," he said, "that
this would be our only source of
insurance for physical damage to
an operating plant. We have had
great difficulty in obtaining any
modification of policy form or
rate structure."

Pools formed were the Nu-

clear Energy Property Insurance
Assn. (NEPIA) and the Mutual
Atomic Energy Reinsurance
Pool (MAERP).

These presently have $82 mil-
lion of risk per location or per
loss. The policy form has a 90%
coinsurance clause which, ap-
plied to a $400 million plant, cre-
ates a "tremendous" cost factor.

"There is no other real source

of capacity beyond this $82 mil-
lion which a company could ob-
tain to reduce the coinsurance
factor," Mr. Crockwell explained
to ASIM members. •



THE CORPORATE insurance
manager also holds that "court
awards are getting out of hand,
especially in the third-party auto
accidents." About workmen's

compensation decisions,Mr.
Berg "questions whether or not
the courts and commissions are
sticking to the intent of laws." He
cited two claims Borg-Warner
paid: one involving a heart at-
tack case and another in which
the claimant developed multiple
sclerosis. Likewise, Mr. Berg
contends that "subrogation is
overplayed."

A lecturer at De Paul Univer-
sity in a CPCU course, the cor-
porate insurance manager be-
lieves that insurance managers
should have a liberal arts back-
ground with a specialty in in-
surance. "It's unfortunate," he
added, "that more colleges don't
offer courses in insurance."

In general, Mr. Berg said, "I
think that more insurance buy-
ers are going to have to beconne
more and more involved in loss
prevention. We can reduce costs
considerably by having good loss
prevention."

About his Borg-Warner insur-
ance program,. the corporate in-
surance manager said, ' 'Original-
ly we were insurance buyers.
Now we are risk managers." •
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Leasco seeks to allay fears on Reliance surplus
NEW YORK-The chairman Saul P. Steinberg told a meet- off their insurance companies' to improve its investment per- float just like American Expressof Leasco Data Processing Co. ing of the New York Society of surplus funds, thereby reducing formance, not raid its surplus does when it' sells travelershas assured the insurance com- Security Analysts that "we do the capacity of the insurer and funds.

checks.munity that he is not bent on not intend to take so much mon-

accentuating the tight market „American Express does notraiding the surplus funds of ey out of Reliance that it could conditions.
"WE REGARD THE tapital report that it loses money everyLeasco's subsidiary, Reliance In- not remain a viable and growing The insurance community has gains on the (Reliance) portfolio time it sells a travelers cheek

surance Co.
insurance business." been jumpy ever since conglom- to be part of the investment per- and that it makes money on its

B-W goa/ ... Mr. Steinberg said any money erates started buying up insur- formance of the portfolio," said investment incorne. It just re-Leasco would take out-and he ance firms, but the industry got Mr. Steinberg. "We will report ports one number. Now we'rementioned the possible figure of really "up tight" when conglom- the profits or losses on capital not suggesting that we're goingContinued from page 17 $125 million-would be within erate National General suddenly gains along with the underwrit- to do that. But, as management,insurance program," Mr. Berg the restrictions of "the most declared a $171 million dividend ing operating results. We will we must look at the total returnsaid. The corporation increased
43 limits on liability not long ago stringent requirements." He said right out of the investment port- discuss what they are, but from on the more than $700 million ofand is considering even higher Leasco would be "well within" folio of newly acquired Great our point of view they are part
limits now. No difficulty in the guidelines in New York, American Insurance. of the operations of the subsidi- Reliance assets as one number,"

obtaining them is expected. which call for $2 of premiums to Mr. Steinberg shared a view- ary company." Mr. Steinberg explained.
Nevertheless, Mr. Berg supports $1 of capital. point of insurers with another Mr. Steinberg viewed capital "If we make good investment
American Society of Insurance conglomerate head, George T. gains from an insurance com- judgments and create large pools
Management's stand on "free THE STATEMENT was seen Scharffenberger, of City Invest- pany as the "reciprocal" of its of capital gains, we should not bemarkets." as an attempt to calm the fears of ing Co. Mr. Scharffenberger said investment income. "In other penalized. Instead, appropriate

insurers and buyers that the con- that what he wanted to do with words, an insurance company value should be given to our in-
glomerates were out to siphon City's Home Insurance Co. was writes a premium and creates a vestment performance." •

"THE BIGGEST headache
we're going to have is limits for
aircraft component liability,"
Mr. Berg added, noting the prob-
lerns in store for everyone in-
volved with jumbo jets.

"I feel the American insurance

industry hasn't done everything
it could," Mr. Berg charged. "In
the richest country in the world,
it would seem that more pools
and syndicates could be formed."

Asked about the possibility of
Borg-Warner creating its own
captive, Mr. Berg said, "It's al-
ways a consideration of manage-
ment." But, he added, a captive
doesn't improve a risk. With a
captive, he contended, reinsur-
ance costs will increase as losses
are suffered. "I'm opposed to a
captive at this time," he con-
cluded.

With 23 years' experience at
Borg-Warner, Mr. Berg joined
the insurance staff in 1952. He is

a Charted Property and Casualty
Underwriter and a member of
the ASIM and the insurance sec-
tion of the American Manage-
ment Assn.

While he supports uniform
standards for workmen's com-
pensation and the ASIM "free
market" position, Mr. Berg does
not favor Federal safety and
health standards. He cites as ex-

amples the recently published
safety and health standards of
the Walsh Healey Public Con-
tracts Act and the pending Occu-
pational Safety and Health Bill
HR843.

r

Protected?

Are you prepared for a tornado? Will
your insurance protect you from an
overwhelming loss?
Arkwright-Boston believes in com-
plete coverage. We handle industrial
loss but we don't mean only from
fire or from boiler and machinery

breakdowns. We consider every
possibility when we discuss insur-
ance with you.
Our service is dependable. Our pro-
grams are uniquely designed. And
our coverage means protection.
Contact us today at any one of our

Offices in maior ci#ies throughout the Unifed States and Canada.

offices in cities throughout the
United States and Canada for full in-
formation about our specially de-
signed programs for industrial pro-
tection and loss prevention of your
property.

Arkwright-Boston Insurance
Executive Offices: 225 Wyman St., Waltham, MA. 02154 6682

Arkwright-Boston Manufacturers Mutual Insurance Company _ C #Sd 3
Mutual Boiler and Machinery Insurance Company r.-.IA

Factory Mutual Insurance viSA7



54/business instirance, April 14, 1969

Experts ...
Continued from page 47

turnover, total fund perfor-
mance plus performance in the
equity, converti8le and private
placements of the funds.

He said that his department at-
tempts to incorporate the Bank
Administration Institute recom-

mendationson performance
measurement, including its con-
troversial "evaluation of risk"

proposals.

MORTON M. Watnik, head of
Watnik & Co., told the seminar
that, "The premise underlying
multiple origin point measure-
ments (of pension funds) is that
the manager will use his best
efforts to optimize the rate of re-
turn on the contributions re-

ceived, plus the proceeds of sales
reinvested, plus the income re-
ceipts in every time period.

"The multiple origin point
measurement is the time-

weighted, combined rate of re-
turn on the decision made in

each of these time periods as in-
vested and reinvested." (Most
investment performance formu-
las use single origin point of
measurement, similar to mutual
funds.)

He said that this method of

measuring performance gives
similar performance values to
similar managers over a period
of time, and different perfor-
mance values to different man-

agement actions.

By contrast, single origin point
measurements can give very
different performance values to
very similar managers and can
give identical values to very
different results, Mr. Watnik
contended.

"Single origin point measure-
ments are almost certainly inap-
propriate as measurements of
pension funds managers or for
comparisons between and among
pension fund managers," Mr.
Watnik charged.

IN EFFZCT, multiple origin
point rneasurernent is a series of
measurements of mini-portfolios,
Mr. Watnik stated, and he con-
ceded that this type of measure-
ment can cost twice as much as

single origin measurements, as
recommended by the Bank Ad-
ministration Institute.

Terry J. Coburn, manager of
investments for Air Canada, told
the seminar that Air Canada's

self-administered pension fund
currently had assets of more
than $150 million with 30% in
bonds, 35% in mortgages, 1% in

TEXAS
JOINED THE U.S.

DEC. 29, 1845.
BUT MAYBE YOU'D

BETTER TREAT IT LIKE

ANOTHER COUNTRY.

When it comes to workmen's

compensation coverage,
anyway.

Why not let us explain the
advantages of handling
Texas workmen's compen-
sation as a special program,
apart from your coverage
nationally?

E
Texas ErnPLoyeRS»

InsuRance Associa-rion

PO.Box 2759 Dallas, Texas 75221

00)OVERS INSURANCE OF YOAS: 10*5 EMPLOYERS INSURANCE ASSOCIAHON
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real estate and 34% in common
stocks.

He said that five exierna trus-
tees are used in the fund on a

competitive basis. Air Canada
uses the trustees, outside counsel
and an internal capability to
measure performance, Mr. Co-
burn said.

The outside consul:ant is used

for special situation measures,
the in-house capability to check
on performanze overall and the
external trustees as a double
check.

He said Air Canada tr€ats its

pension fund as a profit center
and increased pei*1·manze can
cut contributions to the f.ind or

increase pension benefils and
that better managen can be re-
warded fer superior investment
results. s

Wees reti,es
0. A. Wees has retired as in-

surance manager for Crown Zel-
lerbach Corp., San Francisco.

California, whatever
its faults, is a sale
place to work

S A N FRANCISCO - Em-

ployers and insurance ccmt:a-
nies will be interested to learn

that Califernia may be cne of
the safes: places to work.

' Jack F. Hatton, chief of the
state division of indLstrial

safe.y, made the assertion,
based on last year's low rate
of disabling injuries per 1,000
workers.

The rate was at a near rec-

ord low. 3,7.9, only fractionally
higher than the prior year's
all-time low of 30.8.

"Disatling injuries did not
rise on ine average last ye:r,"
Mr. Eatkn reported, "in spite
of the year's record high em-
ploymer-t and vigorous ex-
pansion' of industrial activ-

Sue power firm for $193,000
over blast that leveled home

HARTFORD-The town of

Southington, Conn., Charles
Webster, an employe of the
Southington water department,
and the Connecticut Light &
Power Co., are being sued for a
total of $ 193,000 in connection
with a gas main explosion that
leveled a home in Southington
last November.

The Connec:icutsuperior
court suit, filed by Bernard Bates
and three members of his family,
is returnable April 1.

The explosion occurred as Mr.

Webster was operating a back-
hoe machine on the Bates lawn

during installation of a water
meter well.

THE SUIT CHARGES that the

explosicn resulted from Mr.

Thingsthct havea historyof theirown ofter don'thave
c history in the insuranze business.

Since they're one of a kind, theres r-c historical prece-
cent. Which explains why it takes c o,e-of-a-kind insur-
once company toccme up with the kind of package thct
gives you the proper prolect on.

The clothes in which lincoln was shot are a perfect
example For.MOAC ins-,red them. With nothing to tell
is hcw except our many years of doing business and

Webster's "negligence and care-
lessness" in damaging an under-
ground gas pipe.

Specifically, Mr. Webster is
charged with: "Failing to de-
termine the exact location of the

underground pipes before start-
ing work; failing to request the
presence of a gas company rep-
resentative to assist in locating
and identifying the pipes; failing
to evacuate the house after dam-

aging the pipes; failing to notify
the Connecticut Light & Power
Co. the excavation was being

made; and failing to shut off all
possible sources of ignition after

damaging the pipe."

The town of Southington is
named in the suit because Mr.

Webster is a town employe. •

the iudgement to which only those years can give birth.
Without experience, ludgement cannot operate. And,

at MOAC, we've kept our years of experience on file. So
when our underwriters are presented with a risk for
which there's no precedent, they have other facts and fig-
ures todrawon thatcan add real meaning totheir insight
and imagination.

In addition to sound iudgement, MOAC will provide
you with service from over 30 departmenta| and service



Stevedore not he/d to subrogation
/imits of Harbor Act: High Court

WASHING TON-The Su-
preme Court has ruled that a
stevedoring firm can seek com-
pensation beyond the subroga-
tion limits of the Longshore-
men's and Harbor Worker's Com-

pensation Act.
The issue arose when a widow

filed claim under the Longshore-
men's Act for the death of her

husband, killed aboard a ship
while working for Federal Ma-
rine Terminals, a stevedoring
company.

The widow was awarded com-
pensation of as much as $70,000,
and she also filed suit against
Burnside Shipping Co., which
owned the vessel on which her
husband was killed. Burnside
denied responsibility for the ac-

cident and sued Federal Marine
seeking to be held harmless of
liability.

THE STEVEDORE in turn de-
manded that Burnside reimburse

it for all awards paid to its dead
employe's wife.

Federal Marine's move to re-
cover all compensation paid to
the dead mar.'s heirs is consid-
ered unique because up to now
stevedores have confined their

action to subrogation proceed-
ings under the Longshoremen's
Act.

But in this case Illinois law
limited the amount Federal Ma-
rine could recover to $30,000-
and amount the stevedore's wife
could collect to $70,000.

The lower courts had held that
an empolyer's rights provided by
the Longshoremen's Act are its
only remedy and thus prevent an
independent action to recover
the full amount of the award.

BUT JUSTICE Potter Stew-
art, writing a unanimous deci-
sion, held that "neither this court,
nor, before this case, any other
court, has held that statutory
subrogation is the employer's ex-
elusive remedy against third-
party wrongdoers, and we de-
cline to so hold today."

The Court, Justice Stewart
stated, could determine no reason
why the ship owner's liability
does not extend "to the foresee-
able obligations of the stevedor-

ing contractor for compensation
payments to the representative of
a longshoreman whose death was
occasioned by the ship owner's
breach of his duty to the steve-
doring contractor."

Another decision by the High
Court affects the right of small
stockholders to initiate suits in
Federal courts-and could make
it harder for such stockholders to
press suits against corporate
officers and directors.

Under a 1966 ruling the Su-
preme Court opened the way for
small stockholders to take their

grievances to Federal courts,
even though their individual ac-
tions don't involve $10,000 or
more--the minimum for Federal
scrutiny of so-called "diversity"
suits.

The new ruling established

guidelines for small stockholders
to pool their actions in order to
come up to the $10,000 require-
ment.

offices in North America. And we'llseethat yougetthat may Pappen, and do something about it before it does.
service when you need it-for all our offices cre tied At MOAC, we write all kinds of marine insurance. In
together in one instantaneous communications network. fact, we write more than anyone else in the world. We'll
We'll also give you more men in the field than other ma- write i- by the manual when it's possible. And we'll write
rine underwriters-men who can bind the larger risks it on o Jr own when it's not. For more information, write
faster, and settle claims with the same kind of speed. Walter T Wells, V.R, Marine Office • Appleton & Cox

And, equally important, we'll give you Corporation, 123 William Street, New York,
more marine engineers and surveyors -- men NiOX New York 10038. Aviation insurance through

. who can analyze exposures, anticipate what Associated Aviation Underwriters.
Marine Office · Appleton & Cox Corp.
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he alone files the suit and simply
claims to be suing for "all others
similarly situated."

One such suit had been

brought against two former di-
rectors of Missouri Fidelity-
Union Trust Life Insurance Co.
It asked that $1.2 million of the
total amount a group of former
directors were paid for their
stock be distributed among Mis-
souri Fidelity's 4,000 stockhold-
ers.

The Supreme Court, in dismiss-
ing the suit from Federal court,
said the action could be brought
in a Missouri state court.

IN ANOTHER case touching
on the rights of stockholders in
suits against officers and direc-
tors, the High Court agreed to
decide whether stockholders in-
volved in a derivative suit are
entitled to a jury trial.

The suit was brought by stock-
holders of Lehman Brothers, a
stock brokerage firm, who con-
tended that the concern was

overpaid for brokerage commis-
sions. A lower court agreed with
Lehman Brothers.

Insurance experts voiced con-
cern that if such derivative suits
are granted jury trials the j uries
might tend to be overly generous
in their awards. Also, one legal
source questioned whether ju-
ries would be able to grasp the
complexities of derivative suits
brought against officers and di-
rectors for the benefit of the cor-
poration. .

Oregon file-and-use
A new rate law measure has

been introduced in the Oregon
state senate, described as a file-
and-use type law with the state
commissioner of insurance au-
thorized to act when and where
he finds that "reasonable com-
petition" does not exist. The pro-
posed law retains the prior ap-
proval provision in workmen's
compensation insurance and title
insurance as well as the existing
public filing law modified to the
extent that supporting data need
not be made available to public
inspection.
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ment planning is turning more
and more toward the investment

of retirement funds in common

stocks. For example, a major
trust company recently issued
material to describe a "contin-

gency fund" concept. Under this
concept, a pension trust portfolio
would be invested primarily in
common stocks as the most at-

tractive long-term investment
for pension trusts. A portion of
the fund, possibly not more than
10% to 15%, would be held in
readily marketable securities.

IT MIGHT APPEAR THAT if

the major portion of a retire-
ment fund is invested in common

stocks, the increase in the value

of these stocks which would pre-
sumably take place in event of
inflation, could be used to pro-
vide the additional income re-

quired by pensioners for pro-
tection against inflation.

However, there is one impor-
tant respect in which this is not
so. The appreciation in value of a
pension fund is not available for
this purpose. As most retirement
plans are written, this apprecia-
tion in value cannot be made

available to provide the addi-
tional income needed to protect
against inflation.

It may be helpful to explain
why this is so. One outstanding
feature of pension and retire-
ment plans is the long period of
years which may elapse between
the contributions made by an
employer for pensions and the

s ecial ur ose
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actual payment of those pensions
to retired employes. As much as
50 years or more may separate
the contributions by employers
and the pensions paid to employ-
es. During such an extended pe-
riod of time. great changes can
occur in interest rates, mortality
and similar factors which are

important in determining the
cost of a pension plan. The cumu-
lative effect of such changes for a
period of half a century may be
very great.

FOR THIS REASON, it is im-
possible to determine exactly the
present cost of benefits payable
50 years in the future. When we
compute the present cost of
funding payments to be made a
generation in the future, how are
we to handle these uncertain-

ties? In general, there are two
alternatives:

1, We may fix the amount of
the benefits payable in the fu-
ture. If we do this, the amount
contributed to benefits must vary
as. changes occur in interest
rates, mortality, etc. This alter-
native is sometimes referred to

as the "unit purchase" method.
2. Instead of fixing benefits,

we may fix cost. In other words,
an employer may work out how
much he will contribute to the

pension each year. The benefits
will then be whatever is pro-

vided by the future accumula-
tions of the contributions. This

method is frequently referred to
as the "money purchase" meth
od. In Opinion No. 8 of the Amer-
ican Institute of CPA's, this
method is referred to as the "de-

fined contributions" plan.

EITHER OF THESE methods

might be considered sound. How-
ever, business enterprises in the
U.S. have generally selected the
first alternative-the unit pur-
chase plan. As employes retired,
formulae were developed to de-
termine the amount of pension
payable to them. These formulae
were extended into the indefinite

future. This has the advantage
that it is something that you can
easily explain to the employes.

However, from the viewpoint

of protecting against inflation,
this choice is unfortunate. Under

unit purchase plans, the beneits

are fixed, yes, but they are fixed
in terms of number of dollars

regardless of what those dollars
will purchase at a date which is

possibly far in the future. Unit
purchase plans guarantee no

specific amount of purchasing
power.

Because a unit purchase plan
fixes benefits in terms of dollars,

any increase in the earnings or
appreciation of the pension fund
can be used only to decrease the
cost of the plan to the employer.
This increase in value cannot be

used to provide additi6nal bene-
fits for employes and pensioners.
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IF SUCH EMPLOYERS

want to provide additional pro-
tection to pensioners because of
increases in the cost of living,
they must do so as a supplement
to the pension plan. Presumably,
this money must be provided
when the inflation occurs, and
does not tonne from funds accu-

mulated during the lifetime of
the pensioners.

In money purchase plans, on
the other hand, the formula ap-
plies only to contributions. The
income at maturity to pensioners
is whatever these contributions,
together with earnings and ap-
preciation, will buy.

Under money purchase plans,
if retirement funds are invested

in common stocks, the additional
earnings and appreciation which

would presumablyresult from in-
flation, will increase the total
amount of the fund at the time

tbe employe retires. If this is
then used to buy variable annu-

ities, the employe would have at
least some protection against the
effects of inflation. Of course, if

an employe savings plan is used,
it should contain an option to
permit funds to be invested in
diversified common stocks.

Protection against fixed ex-

pense. As any business man
knows, it is important to hold

fixed expenses to a minimum. If
fixed expenses are too high, a
company's competitive position
could be seriously impaired if we
have a depression. However, the
effect of Opinion No. 8 of the
American Institute of CPA's is to

make pension cost a fixed ex-
pense, which is largely not sub-
jeet to financial planning. The

government controls which may
be coming will probably have
the same effect.

This is why I suggested that
company contributions to the
employe savings plan should be
made dependent upon company
profits. If this is done, and profits
decrease in a depression, the con-
tributions required for employe
savings plans will also decrease.

THIS SHOULD NOT BE re-

garded as something against the
best interests of employes. Rath-
er, it is something which would
help to protect their jobs in a

depression. As far as their retire-
ment income is concerned, as

long as the money is there when

they retire at age sixty-five, it
does not matter whether it was

accumulated when they were in
their twenties, thirties, their for-

ties or their fifties. If they are
covered by employe savings
plans throughout their lifetime,
there should be periods of pros-
perity to accumulate the funds

which they will need for retire-
ment purposes.

Furthermore, if the matching
contributions made by employ-
ers are dependent upon employ-
er earnings, it is possible in the
long run for the employer to

STATE ZIP

make a greater contribution un-
der such a system than he would
be able to make if his contribu-

tions were fixed and not subject
to reduction in the event of poor
business conditions.

Protection against contingent

liability. I have referred before
to the difficulty of computing the
present cost of payments to be
made years in the fut*re. As a
practical matter, actua«Fies and fi-
nancial executives must make

"actuarial assumptions" concern-
ing future interest rates, mortal-
ity, and other cost factors.

One peculiarity' of the way in
which our minds operate is that,
if we use such assumptions to
work out future costs, the fact
that we are then able to reduce

the final results to figures some-
how seems to give this final re-
sult an air of exactitude which,
in fact, it does not possess.

THESE ASSUMPTIONS, and

the figures computed from them,
may reflect long experience and

fine judgement. However, cost
figures based on assumptions are
no more exact than the assump-
tions themselves.

Accordingly, computations of
the cost of pension plans are us-

ually not necessarily exact. The
actual cost may be more or less

than the computed cost. This is
simply another way of saying
that a pension plan, in addition
to the actuarial estimate of cost,
may involve a contingent liabil-
ity of unknown amount.

Obviously, if private pension
plans are covered by funds " .
which now total about $100 bil-
lion, the corresponding liabilities
must be even greater than $100
billion because there are many
funds which are not completely
funded.

This $100 billion may involve
contingent liabilities, possibly of
vast amount. To put this in an-
other way, I said before that, be-
cause of the interval of time be-

tween contributions to a pension
fund and payment of benefits
from it, it is possible to fix cost or
benefits, but not both. Most U.S.

plans are unit purchase plans in
which the cost is not fixed. This

again is simply another way of
saying that the cost involves a

contingent liability.

TO MEET THIS SITUATION,
many pension plans provide that

the pensions are not a legal lia-
bility of the employer. The ac-
cumulated trust fund is available

to pay the benefits called for by
the retirement fund, but if the
trust fund is inadequate, the cor-
poration is not legally required
to make up any deficiency.

However, if a corporation in-
tends to remain in operation, its
retirement plan is a practical lia-
bility which must be met wheth-
er it is a legal liability or not.
Opinion No. 8 recognizes this
fact. The opinion requires corpo-

Continued on page 68



Irish Eskimo returns to Alaska

HARTFORD-Allen Guest, an
Irish Eskimo, who came to
America's insurance capital to
buy a fishing boat and insure his
craft for "a reasonable rate," has
left for his native state without
the desired vessel.

None of the insurance interests
here expressed an interest in
coverage for Mr. Guest at the
desired "reasonable rate."

He searched for the boat for

over a year, obtaining a $25,000
loan from the Small Business

0 1 .1.

Liability pact
called legal

COLUMBUS, 0.-G o v.

Rhodes' office said state law was
followed in the award of a $600.-
400 insurance contract to Buck-

eye Union Casualty Co.
Gov. Rhodes has requested an

investigation after an insurance
agent complained he was not
aware a contract w as to be
awarded.

The contract was for liability
insurance for automobiles of
state highway department em-
ployes. Frederick E. Jones, a
friend of Gov. Rhodes, is chair-
man of Buckeye Union.

John M. McElroy, assistant to
the governor, said that while the
law was followed in giving no-
tice of the contract, legislation
proposed by the governor would
require competitive bids for
state insurance policies involving
premiums of $1.000 or more.

State Highway Director P. E.
Masheter told Gov. Rhodes his

investigation showed the law re-
quiring invitations to bid on the
insurance was followed and no-

tices were posted on the highway
department bulletin boards here
and on the 12 division office bul-
letin boards.

He also said that news releases

announcing the state's plans to
buy the insurance were given to
news media.

Normally notices of the de-
partment's intent to make pur-
chases are also sent to a list of

concerns that could be expected
to bid, but Mr. Masheter said the
department does not have such a
list of insurance companies.

The director said the rates

Ohio paid on the policy are com-
parable to those other states pay
for similar policies. ,

Highest iniury
award made

by British court
LONDON-What is believed

to be the highest personal injury
award ever granted by a British
court has been made to a student
who dislocated his neck in a

school accident.
The award -$188,000-w as

against the governors of Rydal
School in Colwyn Bay, where
Christopher Pover, 19, injured
himself when he fell from the

high rings in the school gymna-
sium.

The youth, confined to a
wheelchair since March of 1966,
was given $35,800 for loss of
earnings, $49,500 for nursing
costs, $20,100 for transport costs,
$16,800 for miscellaneous costs,
$60,000 for general damages, $960
for loss of expectancy of life and
$7,867 agreed special damages.

Mr. Pover, at the time of the
accident, was studying to be a
doctor. •

Administration. But he has had

to bow out on the purchase.
Insurance agents here told Mr.

Guest that he would have to

spend $5,700 for the necessary
coverage and boat stability tests.
(To get to Seward, Alas., he
would have to sail the route

through the Panama Canal-the
49-foot, 19-ton fishing vessel is
too wide for a car trailer).

SINCE MR. GUEST said he

could not afford such insurance

overhead-in addition to a pro-
jected $2,000 figure for trip fuel
and port fees-he quietly
dropped the purchase option at
the Portland, Conn., boat yard.

As Mr. Guest bid a farewell to

Connecticut's climes, the status
of his loan from SBA for the

craft's purchase was unsure.
William E. Brais, of the SBA's

Hartford office, said he was still
trying to get insurance coverage
for the Alaskan. Hope was ex-

pressed that private individuals
would come up with the neces-

sary rnoney.

Mr. Guest, a former social

worker and World War II pilot
(he lost part of a leg on an Air
Force mission), had talked while

here of moving from social work
into fishing off Alaska's shores.

HE TOLD NEWSMEN in

Hartford: "I don't see any sense
in staying here any longer. (He

stayed at the Hartford YMCA
for three weeks waiting for the
insurance approval to come
through.) It doesn't look like I'll
get any insurance here."

As for the boat: "I just won't
be able to buy it. I haven't termi-
nated the loan yet, but I'll prob-
ably have to when I get home.
I'll just go home and build a boat
for the cost of insurance."

Instead of an expected sail
down the Connecticut River and

into the Atlantic Ocean, Mr.

Guest planned to take a bus to
Dover (Dela.) Air Force Base,
where he would find space on an
available plane, without charge,
to Alaska.

"It's been difficult," he ad-

mitted. "I waited so long for this.
But that won't stop me. I'll build
that boat somehow."

WITHOUT INSURANCE, of

course, Mr. Guest could not keep
the boat under SBA regulations.

Please.

Some oil producing properties we just cait handle.
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What he wanted to do was to

bring the boat back to Alaska to
start a small fishing business,
catching Alaskan prawns, a spe-
cies of shrimp considered a del-
icacy.

Before coming to Hartford, he
had the boat surveyed at Port-
land and was informed that it

was in excellent shape. This was
all he thought he would need to
get insurance here.

Mr. Guest remarked that there

are problems at times in getting
insurance in Alaska itself, since
some parts of the coastline are
considered extremely dangerous.
But he would not have trouble

getting coverage-once he got
back to Alaska.

Mr. Brais had a final word:

"When you think of the trip in-.
surance given to weekend sail-

ors, who know nothing of boat-
ing and who are more concerned

with the liquor supply on board
than safety . . ." •

«m=sm=9TARR TECHNICAL RISKS AGENCY INC.
102 MAIDEN LANE•NEW YORK. N. Y. 10005 · TEL(212}344-9200

Fire insurance capacity for the oil, petrochemical and natural gas industries
through the combined security of 22 major insurance companies.
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business insurance/perspective
How to explain 'inflation proof'
pension plans to top management
by E. Dean Damon,
insurance manager,

Parke, Davis & Co.,
Detroit

(The following article is based on a talk
given bl/Mr. Damon to seventh annual
conference of the American Society of
Insurance Management in February.)

T here probably will not be found toomany who will argue with an infia-

tion-proof approach to pension planning,
at least from a social or philosophical
standpoint. But you may run into some
static from your management from a cost
point of view.

If and when you first become involved
in the actuarial aspects of valuing or
costing a final pay plan, you will find it a
fascinating study, although a confusing
and complex one.

Just for illustrative purposes, let's as-
sume that your corporation now has had
in effect for some years a "career aver-
age" plan; that it was last updated, for
past service recognition purposes, in
1965; that it's integrated with Social Se-
curity by its current service formula
whereby the benefit is 1 % on salaries up
to $4800, and 2% on the excess; it is trust-
eed and a fund is built up to the extent of
$35 million at cost and $40 million at
market.

SO YOU DECIDE that to accomplish
some desirable objectives you would like
to switch to a final pay plan at 142% of

the average of the last five years' salary
and with a Social Security offset of 1/70th
for each year of service, with a maxi-
mum offset of 35/70ths or 50%.

When you get your cost study back
from the actuaries, you probably will
find your annual contributions are sub-
stantially higher-maybe even to the
point where management says they are
not about to increase their contributions

to that extent. Well, maybe they never
will buy it, but before you accept that as
a firial decision, there are some things
that should be explained to them.

First of all, the probabilities are that
your career average plan is costed each
year on a so-called "unit credit cost

method." Under this method, the actuary

determines the cost of current service for

the current year, and as salaries increase
and participants more closely approach
retirement age, the cost is likely to in-
crease for the entire group each year.
Further, the actuary under this method
will usually recognize as yield on the
fund only the realized gain and actual
income to the trust fund. He probably
will not recognize the unrealized gain in
market value over the cost of the securi-

ties in the fund.

DURING THE LAST FEW years, how-
ever, due in part to Accounting Opinion
No. 8, there has been an increasing num-
ber of corporations whose actuaries and
accountants have agreed on a write-up
formula for recognizing the difference be-
tween cost and market values over a pe-
riod of time. This is particularly true if
such difference is substantial.

Now the actuarial costing method com-
monly used in final pay plans is quite
different. It is called the "entry age nor-
m*/Cost method," which will increase
unfiinded liabilities and may, or may not,
increase future service costs. A salary
projection schedule is adopted for all
participants and a liability established
based on the amount of money required
at some future time to meet the benefit

level requirements with a built-in turn-
over factor and with recognition of all or
a portion of the market value.of the secu-
rities in the fund.

In reality, then, the ftuctuations in the
market value of the securities in the fund

are being spread over the period of time
between the average age of the group at
the time of the valuation and their nor-

mal retirement date. In a mature group,
this time spread may be from 20 to 25
years. The impact of fluctuations in asset
values, in inflation rates, in yield results
is thereby softened from an annual-cost
point of view.

THE EFFECT IS THAT there is estab-

lished a higher cost at the outset which
tends to maintain a more constant level

than under the unit-credit cost method.

Actually it can be considered a "level
cost" method, comparable in effect to the
level premium concept in life insurance.

All this is background to support your

statement to management that the ulti-
mate cost is going to be no greater for the

same, ratio of benefit to final salary but
the timing of the incident of cost may be
substantially different.

Set pension fund
contro/s: Damon

NEW YORK-Pension fund perfor-
mance is a corporate profit center

"which should be surrounded by the
same kind of controls that any other
profit center in your corporation
should have," according to E. Dean
Damon, insurance manager of Parke,
Davis & Co., Detroit.

Mr. Damon contended that "a meth-

od of accountability should be agreed
upon and a standard of performance
set that removes those aspects which
cannot be controlled by the trustee."

He listed three elements in the per-
formance of a fund: (1) the perfor-
mance of the market ("the trustee can

not control this"); (2) the timing of
availability of contributions for in-
vestment, which the trustee also can't
control; and (3) the investment judg-
ment and know-how of the trustee

(which the trustee can control) .
"The data which both the trustor

and the trustee really have to have,

then, are the performance statistics
with the two uncontrollable factors

adjusted out. With this data on the
funds for which each trustee is respon-

sible, you can compare the perfor-
mance of one trustee against another
trustee, against the standards you have
set up and against the performance
which would have been achieved

through random selection or the Stan-
dard & Poor list of securities," Mr. Da-
mon said.

Mr. Damon made his suggestions to
the annual conference of the American

Society of Insurance Management
here. •

Now about the cost of a variable an-

nuity option-and of course I think it

should be an ·option. Let's hypothesize
some more. You have an employe who is
now eligible to retire with a monthly
income under your plan of $600. And you

Getting more profit-sharing
mileage through better reporting
by Howard L. Peck,

Hewitt Associates,

mployers who feel they are not get-
ting adequate employe-relations

mileage from their profit-sharing plans
may be weak in reporting. Many profit-
sharing companies have found that it's
not enough to share profits; there is a
real need to share information as well.

The employe needs to know not only
how his profit-sharing plan works but

also how he and his company are doing-
and why.

Here are some ideas on reporting that
may help employers evaluate the job

they are doing and determine what
changes, if any, they should make.

WHY REPORT? The first step in de-
veloping, changing or evaluating a pro-
gram of reporting to employes is to agree
on what you want it to accomplish. Once
this is established, you have a yardstick
against which to measure every commu-
nication effort.

A well-conceived program might rea-
sonably be expected to accomplish one or
more of the following:

1. Demonstrate the value (or potential
value) of the plan to the employe. Unlike
the fixed-benefit pension plan, profit-
sharing does not permit the employe to
figure his own benefit.

2. Foster a feeling of "partnership," of
mutual interest and responsibility.

3. Indicate the importance of the indi-

have the variable annuity tool to work
with so you can tell him, "Look, Joe, one-
half of your pension, $300, will be paid to
you as long as you live, and it will not
fluctuate. It will be paid out of the trust

fund. If you so elect, however, we will
determine the commuted value of the

other $300 and place it in a special equity
fund as 30 units and every month the
value of those 30 units will change as the
equity market changes so that the
amount you receive each month will
vary as the economy affects the market.

"IF INFLATION PUSHES the pur-
chasing power of the dollar downward
and the stock market mirrors this trend,
the value of your 30 units will increase
and you will have more dollars in your
pension check. The opposite trend will
also be reftected in the value of your 30
units and if the purchasing power of a
dollar increases, you will have fewer dol-
lars, but can buy just as much with
them."

That's how it works, but what does it

cost your company? It costs them part of
the yield of your fund portfolio that is in
excess of the actuarial assumption of
yield, which went into the determination
of the commuted value of the $300 pen-
sion when it was transferred. To illus-

trate, if when the commuted value was

determined, the yield assumption was
4% and during the year the yield, includ-
ing unrealized gains, was 10%, the differ-
ence of 6% is lost to the corporation be-
cause it is an increment to the unit value

instead of an actuarial gain to the pen-
sion fund from which the whole $600 per
month would be paid if the variable an-
nuity option had not been selected.

Now if this cost factor proves to be a
stumbling block, there is a way of modi-

fying the cost impact. I don't know if it
has been done, but I see no reason why it
couldn't be. What I am suggesting is shar-
ing the cost with the employe. In other
words, instead of giving Joe the whole

$300 subject to variable annuity treat-
ment, give him 90% or 95% of it and
carry on as before. In that way a smaller
commuted value will be transferred and

there will be a gain to the trust, to the

corporations advantage. Another ap-
Continued on joUowing page

vidual employe in the corporate scheme.

4. Achieve economic education. Recent

studies show that employes tend to over-
estimate corporate profits-sometimes

dramatically. Profit-sharing reporting
helps employes see what is a fair profit,
and why profit is necessary.

Also, through the operation of the
trust fund investments, profit-sharing
provides a natural mechanism for eco-
nomic education of a kind the employe
can understand and identify with, be-

Continued on foHowing page
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Damon... Now if we accept this, it means that an sonable method of accountability should trustee really have to have, then are the
improvement of 2% will reduce employ- be established I see the policing of fund performance statistics with the two un-
er cost 40% to 80% Actually this won't performance as a corporate profit center controllable factors adjusted out With

Continued from precedlng page work out this way except in very un- which should be surrounded by the same this data on the funds for which each
proach would be to assume a yield factor, usual situations because there are other kind of controls that any other profit cen- trustee is responsible, you can compare
in determining the commuted value of more stable factors such as mortality, ter in 3 our corporation should have A the performance of one trustee against
the transferred fund, higher than usual- etc, to be considered The higher the method of accountability should be another trustee, against the standards
perhaps 6% or 7% This would reduce yield is to start with the smaller impact agreed upon and a standard of perfor- you have set up, and against the perfor-
the amount of commuted value to be the 2% improvement will have mance set that remove those aspects mance which would have been achieved
transferred You may say that you have a trust which cannot be controlled by the trust- through random selection or the Stan-

Now one final point-and it can be agreement established with a reputable ee dard and Poor list of securities

the most important of all This deals trust company, and the Investment treat- There are basically three elements in Such data can be obtained through
with the yield or performance of a pen- ment of funds at his disposal lS his the performance of a fund computer programs now available Fur-
sion fund responsibility, and there's nothing you can • The performance of the market The ther refinements are also available that

Let's start by confirming that a geneI- do about it If you do say that, I will say trustee cannot control this will indicate clearly wherein the trust-

ally accepted rule of thumb established to you, "Don't be naive, of course there • The timing of availability of contri- ee's investment program is weak, 01 con-
by experts and acknowledged authorities ar e things you can do about lt'" butions for investment The trustee can- versely, strong
sets forth that a 5% improvement in I BELIEVE THAT IT is proper to start not control this There are many things you can do to

the annual yield of an average fund (in- out with the premise that he who man- • The investment Judgement and assist your trustee to do a bettei Job
cluding market appreciation whether ages the capital of others should be ac- know-how of the trustee Tne trustee can When you consider what 15 at stake, I
realized or not) will affect employer countable for his stewardship I further control this strongly urge you to start becoming ac-

costs by as much as 10% to 20% annually maintain that some appropriate and rea- The data which both the trustor and the tive in this area m

Peck...
employe's direct financial stake, you can ing dinners, paycheck envelope stuffers new products, and so on-but lt should
bet he'll be "tuned in " and the like be expressed ln terms of the employe's

• Tell the investment story We've al- interest and in language (and visuals) he
Continued from preceding page ready mentioned the unique opportunity EMPLOYE MEETINGS: The employe can understand
cause of his personal stake in the plan for building economic understanding meeting, with a face-to-face encounter Problem areas such as excessive waste,

5 Reinforce the employe's under-
For many people, participation m a profit- between employes and I esponsible mem- discourteous treatment of customers or

standing of plan features
sharing plan provides their first real ex- bers of management, offers an especially absenteeism, can also be discussed, and
posure to the operation of the sect.rities effective way of telling the profit-sharing because the employe can see the impact

6 Indicate the importance the com- markets, the difference between stocks story on his profit-sharing account, there is
pany attaches to the plan "If the com- and bonds, the relationship between the Movies, film strips, slides, flip charts, some reason to expect that your message
pany takes the trouble to give us a com- markets and the economy, and other eco- overhead projection transparencies and will receive a sympathetic reading
plete report on how the plan lS doing, nomic facts of life that affect the daily combinations of these techniques can be
they must think it's important " lives of both employe and employer, used successfully Each has ltS advan- STATEMENTS OF ACCOUNT: All

7 Assure the employe that the plan is
• Tell the truth (the whole truth, tages and disadvantages The choice de- profit-sharing companies report to em-

doing its job-or let him know if there and nothing but the tri:h) When invest- pends on many factors size of the em- ployes on the status of their individual

are problems, and what must be done to ment values are rising, be sure to stress ploye group, its location (s) or availabil- accounts in the plan But are these state-

improve the position of the company- that they can also go the other way 1ty cf meeting space, availability of ments as effective as they might be9
and the profit-sharing contribution When profits are high, remind people trained meeting leaders To do their Jobs, statements must be

that they might not always be so m the While the sizes of the groups can vary, easy to understand, and give the partici-And, while it may not be an objective
of the program, this voluntary reporting future If the business is cyclical, say so it'S a good rule to keep the meetings pant the information he needs in order to

by the employer tends to reduce the And acknowledge that there are factors small, 20 to 30 employes seems to be the judge how the plan is performing for

pressure for more government-dictated outside of employe effort that influence ideal size The smaller groups increase him
disclosure profits By taking this long-range view, the effectiveness of meetings, both in Thei e are wide variations in what 15

resisting the temptation to use profit- terms of getting the story across, and in reported Many companies I eport simply
WHAT TO REPORT: Generally, em- sharing as a carrot, and avoiding the encouraging participation and discussion in terms of what lS added during the year

ployes are hungry for Information about "snow job," you help build confidence in due to the company contributions and

the plan and the company and how they what you say, and you go a long way in PRINTED ANNUAL REPORTS: The investment results, and a closing balance

are doing lessening the risk of serious disenchant- printed report supplements and rein- Others give a much more detailed pic-
Whatever form of reporting is used ment with the plan when the inevitable forces the story presented in meetings ture, reporting investment earnings (in-

these guidelines may be helpful setbacks occur Also, it gives the employe "something to terest and dividends) in one entry and
• Tell the company story Of course take with him" and to show to his investment gains (or losses) in another,

your people want to know how much the HOW TO REPORT: What techniques family In cases in which meetings are and separating forfeitures from the com-
company is contributing to the plan Why can be used to good advantage ln telling not practicable, the printed report may pany contribution
not go one step further and tell how the the profit-sharing story9 We shall con- have to carry the full load Many companies are incorpol ating the

contribution got to be that big or why centrate here on three devices-employe Sometimes the report appears as a spe- profit-sharing statement in a broader
it's not bigger? How did sales and profits meetings, printed annual reports to em- cial section or a special issue of the em- computerized status report that covers
stack up this year (or this quarter) as ployes and individual statements of ac- ploye publication Or it may be a sepa- the whole range of benefits
compared to earlier periods, How does count Other approaches that have been rate piece But, whatever you cover, however you
next year look, What do these figures used with some success Include stories in It may resemble the stockholders' re- do lt, don't overlook the powei of effec-
mean to the individual in terms of plan employe publications, bulletin board an- port-discussing sales, profits, what hap- tive reporting in helping you get more
benefits and Job security, Because of the nouncements, posters, annual profit-shar- pened to the income dollar, dividends, mileage from profit-sharing m

Employe benefit considerations
in mergers
by Richard C. Sears, subject's employe benefit plans and then adopts a plan of providing group term Principles Board, but nevel theless lt Stlll
Kwasha Lipton Co., ask yourself a number of careful ques- life insurance for retired employes, the does happen, especially where the plan lS

tions plan usually apphes only to persons re- so informal as to not quite measure up toEnglewood Chus, N.J
First, do the expense charges that have tiring in the future If so, the initial cost what Opinion No 8 considers a pension

(The following art:de ts an edited ver- been made on account of employe bene- of the plan will be zero, since no one will plan to be

sion of a talk Mr Sears delivered at the
fits in prior years represent reasonable be covered by lt, and not until many On the other hand, there may be some

Amenc(In Management Assn's fan insur- and sufficient charges for the true cost of years have gone by and a full generation items of benefit plan cost that have been

ance conference ) the benefits involvedp Many t.mes you of retired employes has become covered overstated in prior years, so that you can
will find upon examination that that is by the plan, is the plan bound to expe- look for an improvement in the future

As we know, one of the toughest prob- not the case and that as a result the rience sharply IUSlng costs from one year Examples of this situation would be

lems facing those who are respon- company's earnings nave been somewhat to the next as more and more people do a pension plan that has been funded on
sible for the design and management of overstated m those prior years retire and come under it overly conservative actuarial methods or

employe benefit programs today 15 the Or a company which has been growing Continued on page 62

integration of benefits for two or more THUS, IT MAY BE that benefits have rapidly may have a disproportionately
companies following a merger or acquisi- only recently been improved sobstantial- high number of employes who are not George Head article
tion ly, but that the effect of the improvement yet eligible for its benefit programs and The second installment of an article

When you come down to the essentials, has not yet shown up on corporate earn- who therefore will in the future repre- by George Head, director of educa-
the basic product being acquired is a ings because of the amendments' being so sent increased costs to the company tional publications for the Insurance
right to future profits And we all know recent Or there may be benefit improve- Institute of America, will appear in
well that the cost and design of employe ments ]ust around the corner-for exam- A COMPANY MAY also maintain an the next issue of Business Insurance
benefits can have a significant effect on ple as a result of upcoming labor negotia- unfunded or pay-as-you-go pension plan, A continuation of an article that ap-
what the level of those profits is going to tions Or the company may be mcurring so that ltS true pension costs are being peared in the March 31 Issue, the ar-
be deferred benefit costs that are not show- understated This will be rarer now as a ticle bv Mr Head will cover shifting

So my advice to a company contem- ing up on its balance sheet result of the stricter accounting require- and reducing risks
plating an acquisition is to look at the For example, when a company first ments of Opinion No 8 of the Accounting
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businessmen

oughtto be treated
like cattle.

When the average American Hereford
steps on the train, the value of his
insurance is as current as the last

pound he gained.

When the average American business-
man steps out on company business,
the value of his insurance probably
hasn't been upgraded since the day
he got it. If he got it at all.

At CNA, we don't think any
corporation should risk unsophisti-
cated travel insurance for their

people. (So many more businessmen
are traveling now.) That's why we
recommend our Group Travel
Accident coverage. It's as current
as the changes in your company.

For example, we've made a lot of
our coverage automatic.

Like insuring the businessmen
you didn't expect to be traveling
for you.

Like insuring businessmen
you acquired through a merger
or an acquisition.

And we've sophisticated
what we cover.

If you have men assigned
to a hazardous area,

including a war zone, we'll
, insure them. If we've

made arrangements with
you beforehand, we'll do it
automatically.

Some companies won't insure
that kind of risk.

But CNA does a lot of things other
companies don't.

Keeping your employees' travel
insurance as current as cattle's is the

least we can do.

Man deserves more.

Contact your agent. Or write to us
for a CNA Travel Exposure Analysis.

a *-CNA/insurance service
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Sears ...
Continued from page 60

assumptions, so that merely by changing
to a less conservative basis the yearly
charge for pension expense in the future
could be materially reduced. Prime in-
dications of this would be plans valued
on a low rate of interest or with substan-

tial amounts of unrealized appreciation
on common stocks not being taken ac-
count of in determining the year-by-year
cost of the plan.

OR IT MAY BE THAT the period over
which the past service cost under the
pension plan is being funded is just about
to expire. Once it does expire, of course,
and past service benefits have become
fully funded, the cost of the plan will be
smaller each year. Or there may be a
closed group of retired employes who go
back to before the company had a pen-
sion plan and who are being paid retire-
ment benefits out of pocket. The yearly
charge for this group would of course
decline each year as the group became
smaller and smaller.

Finally, if the company to te acquired
is small, chances are they are being
forced to pay disproportion ately high
administrative expenses or insurance
commissions or the like. By making use
of your larger size, if may be that the
same benefits could be provided at a sig-
nificantly lower cost.

So the first thing to do is to decide
whether or not the P&L charges for
benefit costs in prior years have beer. on
a realistic basis and represent a reason-
able guide to the future. If not, it will be
important to measure the adjustment
which could result from changing iver to
new bases and methods. It may well :urn
out that as a result of this exercise a

company which at first appeared profit-
able may be revealed as not being so, or
vice versa.

THE SECOND STEP IS to make tenta-

tive decisions as to what changes might
be made in the acquired company's bene-
fit programs after the acquisition has
taken place. This will very likely lead to
further adjustments in the acquired com-
pany's presumed earnings.level, especial-
ly if their benefits are much inferbr to
yours and you feel they will have :0 be
improved, or if their benefits are so much
better than yours that you will have to
cut them back in order to avoid problems
with your own employes.

For example, to take an extreme case,
you might acquire a company which has
no retirement plan at all, or has a sub-

stantial group of employes-for example
commissioned salesmen-who are not

covered by the retirement plan, and you
may conclude that this s.ate of airairs can
not continue into the future. You then

must be prepared for a new and substan-
tial item of expense in future years.

Or if the acquired company has a plan
but your benefits are substantially better
than those that it provides, and you con-
clude on the basis of the information at

hand that you will probably want to
bring them up to your level, you must
judge their earnings potential with that
in mind.

LESS LIKELY TO OCCUR, but still

worthy of mention, is the possibility that
the acquired company may have better
programs than you and that you will
decide to raise yours to their level, so

that there will be increased charges
against your earnings in the future.

In summary on this point, then, I think
it is very important that you urge those
people in your company who work on
mergers and acquisitions to consult you
as soon as they have a target company in
mind. Try to sell them on the fact that
benefit plans are a major item of expense
for a company and that future charges
against earnings on account of benefits
may turn out to be much different from
what prior charges have been, so that
prior years' profits may not be a good
measure of what can be expected in the
future.

I hope you won't feel I'm just beating
the drum if I say at this point that you

really ought to call on your actuaries in
order to help you evaluate these factors
and also to assist you in formulating your
tentative decisions as to what changes

Emp/oyes stea/ $5 mi//ion dai/y;
on/y 25% is covered: Jaspan

penalties" involved in being
bonded.

CHICAGO-Adequate fidelity
bond protection should be a high
priority of sound risk manage-
ment a security and management
consultant told the Chicago
chapter of the American Society
of Insurance Management.

Norman Jaspan, author of
"The Thief in the White Collar"

and president of a firm bearing
his name, contended that 'less
than 25% of the companies vic-
timized by employe dishonesty
are covered by fidelity bonds."

Bonding employes, however,
isn't enough, Mr. Jaspan added.
Management must explain to its
employes the "privileges and

MR. JASPAN justified the

need for fidelity bonding and
sound security systems with five
points:

• Employes steal more than
$5,000,000 daily in cash and mer-
chandise and 75% of the theft is

attributed to supervisory and
management personnel.

• Merchandise theft is seven

times greater than cash theft-
and most of these losses do not

sho*r upon company books.
• The insurance industry esti-

mates that 30% of all business

Docal SITE Seeing is our Business

Or-site appraisal of your business-whether for
insurance, tax assessment, condemnation, sale, or

purchase-is the business of Marshall and Stevens.

It has been for nearly four decades.

Each of our full-service offices has professional

appraisers for locally evaluating your property-

land, building, equipment and intangibles.
Our appraisers are skilled siteseers. Should we

see your site?

11

failures result from employe dis-
honesty.

• Inventories manipulated to
show a oetter performance cause
companies to pay taxes on profits
they have not earned.

• Kickbacks, conftic-s of inter·
est and theft of company secrets
are widespread and on an in-
crease.

EVEN WITH fidelity bonding
and proper insurance, the con-
sultant said, insurance compa-
nies will "pay claims only when
they are sure the loss is a theft.
Obtaining statements to prove
theft to an insurance 2ompany is

1,111

an art," extremely difficult and
requires expert help.

OFTEN, MR. Jaspan said, po-
-lice departments are not equip-
ped to investigate a crime by a
dishonest employe. Companies
don't want publicity, and an in-
side crime is much different than

a crime on the streets.

To demonstrate the difficulty

in reconstructing a crime by a
dishonest employe, Mr. Jaspan
cited a recent case in which he

alleged that a timekeeper falsi-
fied timecards for cash from em-

ployes who did not work. When
he asked to see some old time-

cards, Mr. Jaspan was told that
they were destroyed-by order
of the timekeeper. "I wonder,"
the consultant asked, "how many
risk managers have policies for
the destruction of records?"

Complicating the problems in-
volved in the investigation of

.
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you may make in the benefit plans of the
acquiring company-or 'your own, for
that matter.

BENEFIT PLANS ARE SO complex
and varied today, and it is so easy to
overlook something, that the more skills

you can bring to bear on the problem the
better. In this connection I would also

stress the urgency of bringing your legal
and tax counsel into the benefit picture
right from the start. Otherwise you may
miss some fine point which perhaps can-
not even be corrected once the merger
has taken place. Incidentally, this can
happen frorn any change in corporate
szructure-not just a merger or acquisi-

tion. So don't hesitate to call on your
technical advisers.

We have one client-a rapidly growing
conglomerate that is continually acquir-
ing companies-that makes a regular
practice of securing employe data, if pos-
sible, and doing a full scale actuarial val-
uation of pension benefits-both present
and proposed-before making a final de-
cision on an acquisition. Of course, in
some cases they are unable to do this,
especially where negotiations are on the

delicate side. But when they do acquire a
company without benefit of an actuarial
valuation, they do it as a calculated risk,
with the knowledge that they did every-

thing possible and made use of all the
information that was practically avail-
able to them. •

crimes by dishonest employes,
Mr. Jaspan said, is the more so-
phisticated communications sys-

tems, including electronic data
processing. He cited a case in
which an employe changed com-
puter cards at a credit card eor-
poration, allowing himself and
fellow employes to charge their

expenses to customer accounts.
"You can't tell who pushes the
button anymore," Mr. Jaspan
said.

ELABORATING ON the ex-
tent of theft in business, the con-
sultant said that experts now es-
timate that the stock market has

more than $37,000,000 in securi-
ties stolen each year.

"Crime in the streets is being

overshadowed by crime in busi-
ness with employes stealing

more than a $1 billion a year
from industry," Mr. Jaspan said.

To help curtail these losses,
the consultant set down some

guidelines for senior manage-

ment. H e highlighted these
areas:

• Procedures governing pur-
chasing transactions, ordering,

receiving, storing, issuance, dam-
age and return to vendors.

• Storage patterns: examin-

ing the adequacy of protection of
raw materials, component parts,
finished products, scrap, mainte-
nance equipment, other supplies
and tools.

• Protecting any sensitive in-
formation that should not fall in-

to the hands of competitors.
• Security guard coverage:

their organization duties, perfor-
mance criteria, reporting tech-

niques and integration into other
audit functions.

The consultant elaborated on

the last point by saying that
many outside guard forces are
hired through want ads request-
ing men without experience.

Mr. Jaspan also said that the
existence of a manual of stan-

dard operation procedure does
not insure successful implemen-

tation of an adequate security
system.

Dishonesty, Mr. Jaspan con-
cluded, is usually a by-product of
mismanagement. He estimated

that 95% of all newly hired em-
ployes are honest to begin with.
"When indifference and dishon-

esty run rampant, top executives
are at fault." •



Award $294,000
in secret theft case

OAKVILLE, Ontario - Cana-
dian Pollard Bearings Ltd. of
Oakville, and its U.S. associate R.
and J. Dick Inc., Philadelphia,
have been awarded $294,000 in
damages by an Atlanta federal
district court jury, in a lawsuit
against Walter C. Bass and Belt-

ing Inc. of Atlanta.
Mr. Bass was formerly presi-

dent and director of R. and J.

Dick Inc., and a director of Cana-
dian Pollard Bearings Ltd., both
subsidiaries of the Pollard Ball

and Roller Bearing Co., Ferry-
bridge, Yorkshire, England.

Belting Inc. is one of a group
of related companies including

Habasit (Canada) Ltd., Oakville,
and Habasit AG-SA Ltd. of Bas-

el, Switzerland.

The suit brought by the two
Pollard companies and their
chairman, John L. King of Lon-
don, alleged that Mr. Bass, prior
to and upon leaving office, had
taken corporate secrets, financial
and product line information and
future plans.

IT ALSO ALLEGED he had

misused corporate funds and
induced top officials to leave
Dick Inc, and Dick Canada, divi-
sion of Canadian Pollard Bear-

ings, causing the firms great fi-
nancial damage.

The suit also charged that Mr.
Bass had enticed Habasit Swit-
zerland away from Dick and
Canadian Pollard, then set up
Walter C. Bass and Belting Inc.
in direct competition with them.
Habasit (Canada) Ltd. of which

he is an officer, was similarly
formed in Oakville, with staff
and president John P. Wiskin all
formerly Dick Canada employes.

Settles for

hospital fall
BUFFALO, N.Y.-Mrs. Judy

Crno has accepted $51,000 to set-
tle her supreme court lawsuit re-
sulting from a fall in Meyer
Memorial Hospital.

Settlement was reached dur-

ing a pretrial conference before
Justice Rollin A. Fancher.

Mrs. Crno suffered a broken

hip when she fell in a shower at
the hospital on June 21, 1964. She
alleged the injury resulted in
three operations, a 20-month
hospital stay and a permanent
partial disability.

Defendants in the lawsuit

were the hospital and Erie Coun-
ty. Attorney James Malin said
Mrs. Crno was permitted to go to

shower roonn unassisted

while in a weakened condition

caused by medication. •

AAL members up
paid-for life 5.7%

For the 30th consecutive year
the amount of paid-for new life
insurance at Aid Assn. for Lu-

therans, Appleton, Wis., has in-
creased. Walter L. Rugland, AAL
president, said the total amount
of insurance in force at the end

of 1968 was $4,363,880,384. Paid-
for life insurance showed an in-
crease of 5.7 %. "For the first

time in any 12-month period,"
Mr. Rugland said, "AAL mem-
bers purchased new life insur-
ance providing death benefits
in excess of $500,000,000." Total
payments to members and benefi-
ciaries during the year amounted
to $41,998,794. AAL has 885,000
members in the U.S. and Canada.

The petition said Mr. Bass
"violated his fiduciary duties" by
acting on his own behalf in set-
ting up competing firms and en-
ticing Habasit away. He "Mali-
ciously portrayed the plaintiff's
organization and their ability to
merchandise Habasit products in
the U.S. and Canada" the peti-
tion continued.

THE JURY delivered their

verdict in three parts: Canadian
Pollard to receive $48,202 for loss
of profits and $5,000 punitive
damages; Dick to receive $231,-
000 for loss of profits and $10,000
punitive damages; Mr. Bass him-
self to receive $9,000 due him in
back commissions from his form-

er employers. •

Fear suits if refuse

to perform abortions
OTTAWA, ONT. - Doctors

and hospitals in Quebec fear
lawsuits if they refuse to per-
form abortions under the pro-
posed new criminal code leg-
islation, the Commons justice
committee was told here.

Dr. Robert Lavigne of Mon-
treal, president of the Assn. of
Medical Boards of Hospitals
of Quebec, asked that the law
be · amended to protect con-
scientious medical objectors.

He suggested that the Que-
bee College of Physicians and
Surgeons be assigned to de-
cide which hospitals would
carry out abortions under the
new law.

The committee was told

that half a dozen hospitals in
Quebec province now per-
form therapeutic abortions,
although they are "illegal."
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Lawyer group backs
Cotter auto proposal

HARTFORD-A national

group of trial lawyers has rallied
to the support of a compromise
concept in automobile insurance
developed in Connecticut

The Federation of Insurance

Counsel, representing some 1,000
trial lawyers who handle auto
liability cases, voiced praise for
the plan pronnulgated by State
Insurance Commissioner W i 1-

liam Cotter.

Federation President Wilbur

W. Jones of Columbus, 0., said
that the lawyers are studying the
Cotter proposal "point by point."
It is presently before the Con-
necticut legislature and getting
a generally cool reception from
Connecticut barristers.

Mr. Cotter has proposed a com-

promise between the classic re-
liance on establishing blame be-
fore awards are made in auto

accident cases and a streamlined,
no-fault system permitting im-
mediate payment of costs.

Mr. Cotter has suggested that
Connecticut adopt comparative
negligence, through which both
parties in an accident may con-
tribute to damages paid in line
with their degree of fault.

Under contributory negligence,
an injured party who is even
minimally at fault cannot collect
from a more negligent party.

The Cotter plan calls for auto-
matic inclusion in liability poli-
cies of $2,000 minimum medical
payments coverage and 52 weeks
of disability pay. •

Price and eost are two different things!
Why gamble 7

Always look beyond price.

The premium paid for an insurance policy is absolute.

What that policy actually costs is relative.

Unprofessional advice in the area of loss prevention

is nothing more than a gamble: it can send actual costs sky high.

<S> FACTORY MUTUAL SYSTEM
Since 1835- industry.owned to conserve property and profits

Arkwright-Boston Manufacturers Mutual Insurance Co.
M F B Mutual Insurance Co.

Philadelphia Manufactivers Mutual Insurance Co.
Protection Mutual Insurance Co.

Subsidiaries:

Afliliated F M Insurance Co.

F M Insurance Company Ltd.
FM Engineering Corporation /Association
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American Home new Canadian D&0 market
American Home Assurance pany recently conducted semi-

Co., New York, is now a market nars in Toronto and Montreal

for directors and officers liability to acquaint agents and brokers
insurance in Canada. The com- with the coverage.

PATCH FLOORS
AND USE INSTANTLY!

Instant floor patch sets hard and smooth. A
tough plastic based floor patch called Magic
Floor will repair holes, ruts, and cracks in con-
crete flooring for immediate use by your heaviest
plant traffic. Any inexperienced maintenance
man can apply Magic Floor right in the middle
of your production schedule because Magic
Floor comes ready-mixed and requires no
troweling or drying time. Just prime, spread and
open to traffic. Write on company letterhead for
FREE 2-Gal. sample, freight prepaid.

Ranco Ilidilstrial Products Corp.
13271 UNION AVENUE / CLEVELAND, OHIO 44120

Thefts from trucks. soared in '68
to a record high of $600 million

NEW YORK-For the first

time, thefts of goods in transit on
trucks during 1968 soared over
the half-billion dollar mark an-

nually.
According to statistics devel-

oped by Babaco Alarm Systems
Inc. here, more than $600 million
was stolen from trucks during
the past year. The average truck
theft amounted to $20,000, com-
pared to an average loss of
$10,000 just a decade ago. Thefts
of less than $1,000 were not. con-
sidered in the total annual loss.

The alarm company collected
its information from police de-
partment reports, insurance
company figures and several
clipping services, according to a
Babaco spokesman. "Most of the
losses were insured," he added.

BABACO'S analysis of the
losses gives several reasons for
the new all-time high figure.

"The overall increase in air

freight shipments, coupled with
the loose security measures
around our major airports, con-
tributed greatly to these losses."
the company spokesman said.

Containerization has reduced

the incidences of pilferage, the
alarm company reported, but
complete containers have be-
come targets, making each loss
more substantial.

"Inflation," the company
spokesman went on to say, "has

WE KNOW A THING OR TWO

ABOUT MARINE INSURANCE

Whether it's hull, cargo or inland marine
ourspecialized personnel, who know all
the insandoutsofthe coverage available,
can cope with just about any exposure
you may encounter. Our overall marine
experience and exceptional facilities are
the answer to any protection problem,
large or small

TALBOT, BIRD & CO., INC.
156 William Street. New York. N. Y. 10038

NORTHWESTERN NATIONAL GROUP OF INSURANCE COMPANIES

EAGLE STAR INSURANCE CO.. LTD.

CALEDONIAN INSURANCE COMPANY

FEDERATION INSURANCE COMPANY

A DIVISION OFNN CORPORATION

Truck cargo theft of more than $100,000 during 1968
Place Amount Commodity

NYC

Secaucus, N.J.

NYC

Hammond, Ind.

N. Bergen, N.J.

Fort Lee, N.J.

NYC

NYC

Elizabeth, N.J.

NYC

NYC

Union, N.J.

Youngstown, 0.

Cleveland, 0.

Boston

$150,000

250,000

150,000

120,000

900,000

500,000

200,000

150,000

112,000

500,000

250,000

150,000

180,000

180,000

800,000

Cosmetics

Cigarettes

Photo supplies

Cigarettes

Drugs,

Money

Typewriters

Jewelry

Appliances

Credit Card Receipts

Cigarettes

Clothing & Appliances

Cigarettes

Cigarettes

Money

A large percentage of all thefts from trucks during 1968 took place on the
East Coast, with New York City hardest hit. Theft patterns, by location,
develop. For example, on Oct. 26, trucks in Youngstown, 0., were hit
twice. In both cases, cigarettes were stolen; the total loss was put at
$249,000 for both robberies. The next day, two trucks were hiiacked in
Cleveland, O., with cigarettes and tin the targets. About $230,000 worth
of goods was stolen in those two thefts.

-Source: Babaco Alarm Systems Inc.

been reflected in the cost of the
goods stolen and has attracted
the professional thieves."

Money theft was relatively
low (about $1.75 million) while
furs, jewelry, tobacco, liquor and
clothing remained the popular
targets.

Some of the new items, ap-
pearing with greater frequency
on theft lists, are meat, copper

and scrap metals, arms and am-
munition.

"If anything," the spokesman
said, "the losses we have are un-
der-estimated."

Small discount chains

throughout the country, a por-
tion of which act as markets for

stolen goods, added to the claims
for increased theft, the alarm

company said. •

Cahners sets course on liability
NEW YORK-Cahners Pub-

lishing Co.'s learning and infor-
mation division is sponsoring a
two-day course on construction
law and liability for contractors,
engineers and architects on May
12-13 in Chicago and May 21-22 in
New York.

The program will deal with

the legal pitfalls that have
created 75,000 construction cases
currently in litigation. Principal
lecturer will be George M.
White, a Cleveland lawyer, con-
sulting engineer and architect,
active on the insurance and legal
committee of the American In-

stitute of Architects. •
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W&A knows how to care for them-with a new and unique Errors and
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coverage W&A can afford.... and how to obtain a quotation.
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Air, marine insurers
mixed on '68 result

NEW YORK-The nation's air

cargo and marine insurers have

mixed opinions about the year
1968.

The American Hull Insurance

Syndicate; for its part, reported
that hull underwriters were

helped by "a measure of luck"
last year, after four straight
years of serious marine losses.

But the American Institute of

Marine Underwriters said that

air cargo thefts at John F. Ken-
nedy airport alone increased
from 54% of claims in 1967 to

71% of claims last year.
Theft claims filed with U.S. in-

surers at JFK soared from $337,-
503 to $2,094,104 last year, the
institute said. Foreign insurers

paid an additional $2,146,363.
Clifford G. Cornwall, chair-

man and manager of the hull

group, told the annual meeting
that the year brought only two
total losses, totaling less than $1
million.

THIS FIGURE, Mr. Cornwall
stated, represents only 15% of
the average paid out in total
losses during each of the preeed-
ing seven years. Members of the
hull syndicate had shelled out
$40 million to cover 51 total
losses ih that period.

The biggest loss, of course, was
the Torrey Canyon following her
stranding off the coast of Eng-
land in 1967. Three weeks after

the ship ran aground the syndi-
cate, as leading underwriter,
paid tanker owners $8,250,000.

Mr. Cornwall, said that the
syndicate's "rating procedures"
will take into account the prob-
lem created by the wide diver-
gence in high and low hull val-
ues, often within the. same fleet.

HE EXPLAINED that high
values, which were largely con-
fined to passenger vessels in the
early 19505, now exist in virtual-
ly all types of ocean tonnage.

Control Data ...
Continued from page 2
maternity benefit pays $300 for a
normal delivery.

MAJOR MEDICAL pays up to
$15,000 with an 80% co-insurance
clause and a $100 deductible. The
employe pays nothing for medi-
cal coverage on himself but must
pay a portion of the premium for
each dependent.

An employe is eligible for ba-
sic medical and major medical as
well as primary life· insurance
from the date of commencing
full-time employment.

Primary life insurance during
the first 12 months of employ-
ment is $1,000; during the next 12
months, $2,000; and after that
$3,000. An employe can purchase
additional life insurance by se-
lecting one of three plans-one,
two or three times salary.

If he selects one times salary,
the cost is 25¢ per $1,000 of
coverage. The rate for the other
plans is also based on the age of
the insured.

ABSENTEEISM is the prob-
lem the company has to help the
individuals solve. There are some

things the company can do.
Control Data has found that

these employes are quite proud
of their new skills, their ability
to now earn a decent income and
to contribute to the economic

well being of their community,
and that they are conscious of
doing a good job as safely and as
efficiently as possible, Mr. Berg
said. •

This dramatic change in the
value mix of vessels insured has

created special problems because

of the impact a high value. loss
may have against the total pre-
mium accumulated in any given
year," Mr. Cornwall said.

THE MARINE underwriting
group said that clothing ship-
ments were the main target of

thieves last year. John C. Her-
man, secretary of the AIMU, said
clothing heists netted thieves
$542,103 at'JFK airport last year.

Electronic equipment was the
-second most sought after item

among crooks ($211,210 in

losses), and wigs and other
forms of human hair accounted

for $130,089 in thefts at JFK. •

F

focus...

Risk managers like Business /nsurance because it zer6s in on

their problems. You can focus their attention on your solutions
with this size space for only $135 - every issue basis. Nobody
reaches more of this market for less!

your best media buy-- business insurance

RISK ANALYSIS QUESTIONNAIRE

Uu.Ci.eli U'..(Ii u ...., ..pll. 1.> I ..././.

a·

IV. BUSINESS INTERRUPTION EXPOSURE
E. Net sales value of production from manufacturing operationsand net soles from merchandising or non-manufacturingoperations (gross sales, less discount, returns, b account$.and prepoid freight, if included in sales)

Add other earnings derived from or the business1. Cash discounts recei C«
2. Commissions or r SS ed departments3. Other

F. Gross E

- 61 Net sales

$32686000

%_62.530

$ZIZZ;rfar

al net sales $

Oct. - Row stock including
Freight incl.
Materials and supplies   -

$

used in conversion of raw
stock to finish $3. Deduct - Merchandise sold, incl.
packaging and materials $4. Deduct Service purchas-4 fr--

When A&A specialists make an exposure

analysis, every aspect of operations and ad-
ministration is studied to determine risks.

Practical meansof eliminatingorcontrolling

risks is the next phase of the analysis.

A study of the remaining exposures and the
relative economics then determines which

AGA
,

risks to insure and to what extent, and which

are more properly self assumed. Only then

are the insurance markets explored for the

desired protection at the right cost.

And that's only the. beginning. Periodic re-

evaluation of exposures keeps the risk man-

agement program current and economic.

15
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ST. LOUIS · TULSA · ASSOCIATED BROKERS THROUGHOUT THE FREE WORLD
ALEXANDER & ALEXANDER SERVICES LTD. · CALGARY · EDMONTON · MONTREAL · TORONTO · VANCOUVER

Affiliate: ALEXANDER.& ASSOCIATES, DALLAS · HOUSTON
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Air council ponders iet coverage
NEW YORK - The Aircraft

Builders Council, a group of 270
airplane and component parts
manufacturers, is meeting in San

Francisco this week to weigh the
possibility of taking on separate
coverage for products liability on
the big new jumbo jets.

Although details of the plan
have not been worked out, it was
speculated that underwriters

might exclude products liability

coverage on the 747s from the
manufacturers' standard policy.

Last year the insurers followed

Wells

this route when they required

component parts manufacturers
to buy separate liability insur-
ance for the French Concorde, a

supersonic jet aircraft.
It's also conj ectured that the

plan -might take the form of a

wrap-up policy, in which the '
product liability risk of the com-
ponent manufacturer would be

included in the liability program
of the aircraft builder.

ONE PARTS manufacturer,
when asked if a wrap .up plan

America's first name

in security .... f#st in

comprehensive property protection !
Property owners management . . learn how consistent,
dependable Wells Fargo services can protect your factory,
warehouse, store, institution, construction site, office or
residential building. Contact the office in your area for a

 cost-free surveyCENTRAL STATION ALARM SYSTEMS

FIRE BURGLARY VANDALISM HOLDUP

EQUIPMENT MALFUNCTION SPRINKLER

WATCHMEN - GUARDS - PATROLS - CUSTODIANS

**
WELLS FARGO

PROTECTIVE SERVICES

CHICAGO, ILLINOIS
Central Watch Service, Inc.

FULLERTON, CALIFORNIA
Pacific Plant Protection

LOS ANGELES, CALIFORNIA
American Fire Dispatch, Inc.

NEWARK, NEW JERSEY
N.D.T. Security Systems, Inc.

NEW YORK, NEW YORK
Central Station Signals, Inc.

PHILADELPHIA & READING, PA.
Sentinel Alarm Corp.

SAN JOSE, CALIFORNIA
Associated Alarm Service, Inc.

WASHINGTON, D. C.
Federal Protectiv# Services, Inc.

would be acceptable to his com-
pany, said it might be a "logical
approach" if the component
manufacturer were held harm-

less except in the area of war-
ranty.

AT ANY RATE, ABCC mem-
bers will hear from London un-

derwriters on the problems of
the world market in handling li-
ability coverage for the 747s.

Lloyd's and other British in-
surers handle 85% of the air-

craft builders' liability. program,
with Liberty Mutual, American
Mutual, Employers Mutual and

Michigan Mutual covering  the
remainder.

Liberty Mutual has two-thirds
of the U.S. portion.

In an effort to attract new

members the group, as of April
1, lowered the minimum amount
of coverage from $5 million to
$2.5 million or $1 million, and
lowered the minimum premium
from $21,000 to either $7,500 or
$5,000.

Last fall the group was in
danger of going out of business,
but members agreed to chip in
higher premiums in exchange for
coverage up to $20 million-an
increase of $15 million. The
group was hard hit when giant
Lockheed pulled out. Since that

time ,ABC has lost the liability
business of Bell Helicopter Divi-
sion of Textron Inc. but picked up
Garrett Corp., a division of the
Signal Cos., manufacturer of
auxiliary power components. •

Rainouts. . .
Continued from page 1
Insurance Actuarial Assn. in

Chicago. The average total loss

ratio » in 1967 came to 43.76%,
with individual loss ratios rang-
ing from 29 % to 83 %.

The average rates for rain in-
surance for these companies in
1967 for some of the events cov-

ered were. baseball games,

$19.99 per·$100 in coverage; foot-
ball games, $8.05; tennis matches,
$5.31; boat races, $12.76; and out-
door concerts, $9.70.

GOOD WEATHER'S clients

range . from sponsors of sports
events and o.utdoor concerts to
manufacturers of bikinis and
skiwear-and can include most

anyone whose profits can be
rained, iced, snowed or dried out
by the weather.

Good ' Weather writes a sub-

stantial number of policies on
special performance, such as
theater performances, and/or
special events, such as the New-
port jazz festival. Producers of
television programs and com-
mercials and motion pictures
buy weather insurance on out-
door shooting sequences.

Those businesses whose profits
can be cut badly by inclement
weather also buy weather insur-
ance on a long-term basis, with
payment made in relation to the
number of rain or snow days dur-
ing the period covered. The con-
struction, parking lot, recreation
and retail store industries are

major buyers of this kind of in-
surance, Mr. Fox said. •

dates for buyers
April 14-18, Greater New York Safety Council, 39th Eastern re-

gional safety convention and exposition, Statler-Hilton, New York.
April 28-May 2, National Foundation of Health, Welfare & Pension

Plans, regional seYninar, What is ahead for private funds, Americana
Hotel, New York; April 29, Hollenden House, Cleveland; April 30,
Sheraton Ritz, Minneapolis; May 1, Dallas Statler Hilton, Dallas;
May 2, San Francisco Hilton, San Francisco.

May 7-9, National Assn. of Fire Investigators, Seventh annual semi-
,nar, Cause and origin of fires and explosions, Sherman Hotel, Chicago.

May 8-9, Pension & Welfare News, Third annual conference on
employe benefits, Statler-Hilton, New York.

May 12-13, National Fire Protection Assn., 17th annual aviation
fire safety seminar, Aviation fire problems, Americana Hotel, New
York.

May 12-14, AMA spring employe benefit conference, Americana
Hotel, New York.

May 12-14, AMA spring insurance conference, Americana Hotel,
New York.

May 12-16, National Fire Protection Assn., 73rd annual meeting,
Americana Hotel, New York.

May 14-18-Eastern Conference of Health, Welfare and Pension
Plans, spring meeting, Freeport, Grand Bahama Island, Bermuda.

If your annual premiums are $500,000 or more, an audit of your
insurance program by professionals could save your company
a considerable amount of money. Almost all of our audits in 1968
resulted in significant refunds.

Please call us for an exploratory interview-

c it could be your best insurance buy ever!
KNOWLEOG FIRST INSURANCE MANAGEMENT COMPANY

RICHARD H. WEISS, Executive Vice President · 595 Madison Ave., New York, N.Y. 10022 · 212 - 421-9370

Deere & Co.

buys insurer
MOLINE, Ill.-Deere & Co.

has purchased Fulton Insurance

Co., formerly a unit of Hanover
Insurance.Co.,'New York. Fulton
is a property and liability car-
rier.

Fulton · joins Rock River In-
surance Co. and Rock River Life
Insurance -Co. in the Deere in-

surance stable. These two com-

panies are licensed to do business
in Illinois only.

Fulton is licensed to do busi-

ness in all states and Washing-
ton, D.C. It did .$4.3 million in
premiums in 1968. The two Rock
River insurers are captives.

INDUSTRY EXPERTS point
out that the captives were doing
business in states other than

Illinois and were beginning to
get some "heat" over the pay-
ment of state premium taxes.

These sources explained that
now Deere could place its out-of-
state business with Fulton.

A Deere spokesman would
neither confirm nor deny the ex-
planation. •

Values. . .
Continued from page 1

Other leaders in pension fund
values not included in the table

on page 23, are North Amer-
ican Rockwell, Boeing Co. and
General Dynamics. In 1967, these
companies reported fund values
of $406.7 million, $343.2 million
and $633.7 million, respectively.

THE 10 LEADING profit-shar-
ing and 15 leading pension funds
account for almost $19 billion in
assets or more than 16% of the

total reserves reported by the
SEC for all retirement plans in
the U.S.

Experts point out that more
and more companies are treating
pension funds as a profit center
because an increase in perform-
ance on a fund can cut the neces-

sary- contribution to a pension
fund substantially. Increased
yield on a profit-sharing fund can
substantially improve payout
benefits for participants.

For example, on a pension
fund with .assets of $100,000,000
an increase in yield from 6% to
7% would mean that the com-

pany's contribution to the fund
could be cut $1,000,000. Con-
versely, this means the company
can show an additional $1,000,000
of pretax profit.

A SECOND reason that these
funds are becoming more and
more important to senior finan-
cial management is the funds'
continued, and sometimes alarm-
ing, growth in relation to the net
asset value and working capital
of the company.

For example, total value of the
GM pension fund equals more
than 17% of total assets and al-

rnost 57% of GM's net working
capital.

In addition, increased benefits
for employes can substantially
alter profit results for U.S. cor-
porations. For both General Mo-
tors and Ford, a sizable portion
of their 1968 contribution to the

pension fund was for prior ser-
vice commitments. This in-

cluded increased benefits for

United Auto Workers contract

negotiated last year and in-
creased benefits for salaried

help.

GM contributed $170 million
for this, Ford, $70 million. Gen-
eral Motors said it would amor-

tize these prior service costs over

a 30-year period. •



SOURCES CLOSE to NAII
said that member-companies of
the group see "more and more of
what they are aiming for" in the
Cotter proposal which includes
these major provisions:

• Automatic inclusion in every
private passenger automobile
liability policy of at least $2,000
medical payments coverage and
52 weeks of disability benefits.

• Authorize creation of a man-
datory small claims arbitration
system for cases under $3,000.

• Adopt a comparative negli-
gence law.

• Adopt standards for measur-
ing damages for pain and suffer-
ing.

• Regulate attorneys' contin-
gent fees.

• Adopt measures to promote
advance payment of actual ex-
penses of third party claimants.

• Enact an open competition
rating law.

• Modification of existing col-
Laterial source rule to prevent
windfalls to claimants.

• Stiff penalties for fraudulent
activities with respect to claims.

• Limit reasons for cancella-
tion of private passenger automo-
bile liability insurance policies

Auto insurance associations move

cautious/y toward Cotter's plan
CHICAGO-Two major trade

associations representing auto in-
surers are moving closer to en-
dorsing a program for automo-
bile insurance reform advocated

by Connecticut Insurance Corn-
missioner William R. Cotter.

The proposal would retain the
present fault system of fixing
liability while introducing cer-
tain improvements to speed the
fair compensation of auto acci-
dent victims. It is an answer tq

the no-fault auto compensation
system endorsed by the Ameri-

can Insurance Assn., represent-
ing stock insurance companies.

Sources close to the American

Mutual Insurance Alliance,
which has backed a conservative

"guaranteed benefits" experi-
ment, conceded to Business In-
surance that the guaranteed ben-
efits plan has ftopped in the areas
of the country in which it was
tried. Fewer than 15% of claim-

ants, it was understood, agreed to
accept immediate compensation
while retaining their right to sue
at a later date. The Alliance pro-
gram has been characterized as a
formal system of advance pay-
ments to claimants.

The National Assn. of Indepen-
dent Insurers, another Chicago-
based trade association repre-
senting some of the major auto
insurers, has invited Commis-
sioner Cotter to participate in a
workshop to be held here April
14-16. Commissioner Cotter will

address the NAII session April
14 on his "Program for Automo-
bile Insurance and Accident Ben-
efits Reform."

Ex-switchman given
$314,500 for mishap

MINNEAPOLIS-The Chi-
cago, Rock Island & Pacific
Railroad settled with a

former employe for $314,500,
believed to be one of the larg-
est personal injury awards in
Hennepin county history.

The ex-switchman, Michael
Kloski, was seeking $750,000
from the railroad for injuries
he sustained in 1967 when he

was thrown from the top of a
boxcar while making up a
train.

Both his legs were ampu-
tated below the knees as a re-
sult of the accident:

to nonpayment of premium or
suspension of driver's license or
vehicle registration.

The Alliance has already en-
dorsed this program "for Con-
necticut" while holding back on
stating its position for other
states.

Meanwhile, Vestal Lemmon,
NAII president, said in Hartford,
"The 'Program for Automobile
Insurance and Accident Benefits

Reform,' proposed by Commis-
sioner William R. Cotter, offers
the best hope of any plan ad-
vanced for providing Connecticut
motorists broader insurance ben-
efits and faster service while

holding down the overall cost of
the system."

Mr. Lemmon's remarks came

after a visit to Mr. Cotter and

informed the commissioner that

NAII is prepared to support the
general thrust of his program.

"I TOLD THE commissioner
that we are impressed by the
direction he has taken and the

leadership he is offering to Con-
necticut and the business,"
Mr. Lemmon said. "His efforts to

improve the automobile insur-
ance systenn are highly corn-
mendable, and we stand ready
to work with him and the gen-
eral assembly in every way pos-
sible. A major virtue of the
Cotter plan is that it provides for
prompt, just payment of claims
while preserving the' right to
trial by jury. It eliminates irri-

tants and responds to major
criticisms."

Mr. Lemmon said the big
challenge facing the auto insur-
ance business today is to find a
way to curb the upward climb of
costs-to stabilize rates.

"We think Commissioner Cot-

ter has offered a means of doing
- this," he said. "Based on our pre-
liminary review, we feel his plan
certainly shouldn't increase rates
and has the real possibility of
achieving savings."

Mr. Lemmon noted that the
10-point program represents an
accommodation of the widely
differing viewpoints of all seg-
ments of the automobile insur-

ance business, of bar groups and
of academicians who have crit-
icized the present system.

"IT MAY NOT be exactly
what any of us would have draft-
ed ourselves," Mr. Lemmon de-
clared, "yet on the other hand it
seems to be a constructive pro-

j

gram under which all affected
groups could live and the public
would benefit. Many of the con-
cepts embraced by Commissioner
Cotter have been under serious

study and consideration for a
long time and have much to com-
mend them.

"Elements of the public, the
press and some lawmakers are
not completely happy with

things the way they are. They
have called for change. Up to
now business has been badly
split on what course to follow. It
seems to me we have been

offered a program here around
which all could rally in Con-
necticut. In the hope of moving
forward, and in a spirit of com-
promise which should benefit
everyone involved-the public,
the companies, the bar, the in-
surance agents-we are willing
to join with the other groups
which have endorsed this basic

program and work for its enact-
ment and implementation." •

Can big business get along
without"Yes Men"?

Lots of big businesses we know, say no. Some have a fleet
of trucks that needs protection. Others have a staff of peo-
ple that needs looking after. Still others have large organi-
zations that call for pretty diversified insurance structures.
They just wouldn't be without the services of a "Yes Man"
The men of Maryland American General are known as
just that when it comes to the kind of special insurance
service an organization like yours deserves.

What's more, our latest service arm, the Special Ac-
counts Department, makes sure companies with large in-

surance undertakings get extra large helpings of "Yes"
service: specialists in claims, engineering, production, un-
derwriting and group life. Their job is to back up our
agents. Their know-how means you get the best possible
protection at the lowest cost-plus faster handling of your
account with less red tape.

No matter what business you're in, Maryland American
General "Yes Men" make it their business to fit insurance

to your needs. Never the other way around. Your business
might get along without "Yes Men," but should it have to?

American General Companies
Baltimore, Maryland • Houston, Texas

Maryland Casualty Company . American General Insurance Company • American General life Insurance Company
« American General Life insurance Company of Delaware • American General Life Insurance Company of OklahomaAssurance Company of America • Hawaiian Life Insurance Company, Lld. • Life and Casualty Insurance Company 

vilCHNZF# of Tennessee • Maine Bonding and Casualty Company • Maryland American General Insurance Company · National 1-4..1... 1
PUf' Standard Insurance Company . Northern Insurance Company of New York • Patriot Life Insurance Company i-00'
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Strict liability...
Continued from page 21

cident," the engineer stated that
"an object on the ground about
25 feet from the vehicle was

probably the drive shaft."

HE ALSO TESTIFIED thar "if

the roadway, make sparks and
a drive shaft fell down while the

car was moving, it would dig into
cause the rear of the car to lift

and to swerve or be thrown

around."

He added that "normal wear

and tear or anything the driver
did would not cause a drive shaft

to fall down in a space of 2,700
miles."

His testimony indicated "the

cause of a drive shaft falling

would be either loose fastenings

or a metal failure" and that a

drive shaft "would not ordinar-

ily be expected to become sepa-
rate from the car in the accident
which occurred."

An experiment the engineer
performed with the gear box in-
dicated that the driver of the car
would have to exert extra effort

in steering to "overcome the re-
sistance caused by the presence
of the tape in the gearbox."

THE ENGINEER testified that
his first examination of the Ram-
bler did not disclose evidence of
the existence of mechanical de-
fects prior to the accident.

After he examined the gear-
box, however, he concluded that
"there was a defect before the ac-
cident in that a foreign matter
apparently was present within
the gearbox" and that there 'was
a second defect prior to the ae-
cident."

This "second defect," he testi-
fied, was the disconbected drive
shaft.

Pacific Indemnity's

mechanically-minded engineers
provide risk improvement service

for our Boiler and Machinery insureds.
Large or small risk,

simple or complex-
PI has what it takes

for your safety's sake.

PACIFIC
INDEMNITY
GROUP
Pacific Indemnity Co. Texas Pacific Indemnity Co.
Northwestern Pacific Indemnity Co.

NOW
TRY

MULTIPLE

LINES

Affiliated with FEDERAL INSURANCE COMPANY through THE CHUBB CORPORATION

AUSTIN, ATLANTA, DALLAS, FORT WORTH, HOUSTON, KANSAS CITY,
LOS ANGELES, OAKLAND, PORTLAND,

ST. LOUIS, ST. PETERSBURG, SAN FRANCISCO, SEATTLE, SPOKANE

Justice Peters pointed out that
"a nonsuit in a jury case or a
directed verdict may be granted
only when disregarding conflict-
ing evidence, giving to the plain-
tiffs' evidence all the value to

which it is legally entitled and
indulging every legitimate infer-
ence which may be drawn from
the evidence in plaintiffs' favor,
it can be said that there is no

evidence to support a ] ury ver-
diet in their favor.

«A MANUFACTURER," Jus-

tice Peters continued, is strictly
liable in tort when an article he

places on the market, knowing
that it is to be used without in-

spection for defects, proves to
have a defect that causes injury
to a human being.

"Similarly, a retailer engaged
in the business of distributing
automobiles to the public is
strictly lisble in tort for personal
injuries caused by defets in cars
sold by it."

In citing a case involving
Vandermark vs. Ford Motor Co.,

Justice Peters recognized that "a
plaintiff is entitled to establish
the existence of the defect and

the defendants' responsibility for

Savings p/ans..
Continlied from page 56

ration5 to enter the annual cost

of a pension plan as an operating
expense each year regardless of
whether the plan is a legal liabil-
ity or not.

In a sense, therefore, regard-

less of whether a pension plan is
a legal liability, the American
Institute of Certified Public Ac-

countants has made the pension
plan an accounting liability.

However, when corporations

insert in a retirement plan a pro-
vision to the effect that the plan
is not a legal liability, this may
reflect a basis intuitive under-

standing by corporate leaders
that the possible liability-the
contingent liability if you will-
is so great that it is improper to
make this liability a legal lia-
bility of the corporation.

I WOULD LIKE TO POINT
out that there is a much better

way of treating this contingent
liability. The better way is to
base retirement plans on money
purchase plans. If this is done,

the corporation need only make
the contribution to she pension

trust which is called for by the
plan. This contribution dis-
charges the corporation from
any further liability. If it is de-
sirable to avoid a further contin-

gent liability in the operation of
a pension plan-and I agree that
it is desirable-this is the better

way to do it.

And if you're going to do it in
this way, it is easier and better,
because of the practices which
have grown up around the two
types of plans, to do it by means
of employes savings plans than
by means of retirement plans of
the traditional type. •

Bion Francis graduated from
Massachusetts Institute of Tech-
nology with a degree in mathe-
matics. He has served as insur-

alice manager for Wellington
Sears Co., West Point Pepperell,
Olin Corp. and Cnicible Steel.
He was president of the Insur-
ance Buyers' Assn. m Pittsburgh
and was a director for seven
years of the insurance division
of the American Institute for
Economic Researck. He is the

author of the Emplove Savings
Plans: The Coming Trend in Re-
tirement Planning, published by
Advertising Publications Inc.,
740 Rush St., Chicago, Itt, 60611
at $12.95 per copy·

it by circumstantial evidence.
"No reason appears," Justice

Peters said, "why the same rule
should not apply where the plain-
tiff is seeking to prove that the
defect caused his injuries."

Justice Peters' decision pointed
out that "the only servicing of the
station wagon, by Mission, did
not involve replacement of the
drive shaft or its connecting parts
or any repairs to them.

"In these circumstances,"
Justice Peters declared, "it is not
unreasonable to conclude that

the defect in the metal or in the

fastenings existed at the time of
sale.

"There is no evidence that any-
one handled the drive shaft after

the sale of the Rambler and the
evidence furnishes an inference

that a dangerous condition ex-
isted prior to sale."

Justice Peters cited an earlier

decision in which "we pointed
out that the purpose of strict li-
ability upon the manufacturer in
tort is to insure that the costs of

inj uries resulting from defective
products are borne by the manu-
facturers that put such products
on the market rather than by the

injured persons who are power-
less to protect themselves."

AND. "SINCE THE retailer

is strictly liable in tort, the fact
that it restricted its contractual

liability...is... immaterial. The
doctrine of strict liability may
not be restricted on a theory of
privity of contract."

This doctrine applies, Justice
Peters said, "even where the
manuafcturer has attempted to
limit liability... and the doctrine
may not be limited on the theory
that no representation of safety is
made to the bystander."

Consumers and users, Justice
Peters added, "at least have the
opportunity to inspect for defects
and to limit their purchases to
articles manufactured by reput-
able manufacturers and sold by
reputable retailers.

"The bystander ordinarily has
no such opportunities... and is
in greater need of protection
from defective products which

are dangerous.

AN AUTOMOBILE with a de-

fectively connected drive shaft,
Justice Peters · declared, "con-

stitutes a substantial hazard on

the highway not only to the
driver and passenger of the car
but also to pedestrians and other
drivers.

"The public policy which pro-
tects the driver and passenger of
the car should also protect the
bystander and where a driver or
passenger of another car is in-

jured due to defects in the manu-
facture of an automobile and

without any fault of their own,
they may recover from the manu-
facturer of the defective auto-

mobile . . ."

In thus reversing the lower

court decision, the Supreme court
sent the case back for trial and

damage assessment.
Both American Motors and the

dealer have 30 days within which

they may apply to the court for
a rehearing. Attorneys for the car
manufacturer declined to com-

ment on the decision. •

When you need
professional

appraisal serviee
for propertil, eost and
gener,il accounting

Appraisals for expert testi-
mony in property litigation,
damage suits, condemnation,
receiverships, rate cases, reg-
istration statements for the

Securities and Exchange Com-
mission... for corporation
finance, consolidation, reorga-
nization.

And you can rely on Lloyd-
Thomas appraisals for prop-
erty insurance valuation and
proof-of-loss.

For informative booklet

"Facts of Interest About Lloyd-
Thomas," write Dept. BI.

commercial Puttl

institutional
T]KE

1,1©YID=T]E[©ALAS
Recognized appraisol authorities CO'

4411 Ravenswood Ave , Chicago, IIi. 60640
Representatives coast to coast

Unbiased*
EBS RISK MANAGEMENT analysis of your corporate in-

surance and risk management programs orproblems-domestic
or foreign-will give you an unbiased profesaional viewpoint.
Rbcommendations seek optimum protection from risk exposures
at minimum expense to the corporation.

EBS maintains the country's largest group of risk man-
agement specialists engaged solely in consulting and advisory
services to company officials. These experts are respected and
experienced. Their evaluations are competent, independent, un-
biased. Their services are designed to consider all areas through
specific orcontinuous audits or advisory studies. Their assistance
is available from offices nation-wide.

D< EBS Provides Unbiased Studies. No Insurance Sold.
EBS MANAGEMENT CONSULTANTS INCORPORATED

A Subsidiary of Ebasco /ndustries, /nc.
NEW YORK CHICAGO SAN FRANCISCO

100 Church Street 100 S. Wacker Drive 44 Montgomery Street

New York, New York 10007 Chicago, Illinois 60606 San Francisco, Calif.

(212) 425-0500 (312) Fl 6-3438 (415) YU 2-3463

WASHINGTON DALLAS CLEVELAND

1225 Conn. Avenue, N. W. 211 N. Ervay Street 21330 Center Ridge Road

Washington, 0. C. 20036 Dallas, Texas 75201 Rocky River, Ohio 44116
(202) 293-1950 (214) Rl 7-3533 (216) 333 7350

MEMBERS OF ASSOCIATION OF CONSULTING MANAGEMENT ENGINEERS, INC.
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From a recent speech by Dr. Herbert S. Denenberg,
the Harry J. Lohman Professor of Property and
Liability Insurance at the Wharton School of
Finance and Commerce of the U. of Pa., given
before the District of Columbia chapter of the
Society of Property and Casualty Underwriters.

quote: There is one promising journalistic development and
that is the emergence of a buyer-oriented segment of the trade
press. The buyer provides a natural source of countervailing

power that is more likely to be critical of the insurance industry

and that naturally tends toward the consumer interest.

"An example of this buyer-oriented treide press would be

Business /nsurance, which commenced publication in 1967.

"It coupled a consumer viewpoint with some real reporting
and an attractive format that is likely to make it a formidable

factor in insurance journalism in the years ahead. unquote!

Thanks, Dr. Denenberg
for telling it the way it is.

X .i

We at Business Insurance are

proud of the part we have been
privileged to play in insurance
journalism since October 30, 1967.

In the years to come, we will con-
tinue to offer our readers an honest,
fearless and informed consumer

viewpoint.

We think of our readers first. That's

why we're first on their reading list.
Business Insurance turns on

insurance-interested executives...

brings them closer to their corporate
insurance responsibilities. Think
what that could mean to your
advertising!

For a copy of Dr. Denenberg's talk,
"Insurance Regulation: The Search
For Countervailing Power and Con-
sumer Protection," write...
Alfred Malecki Myron A. Hartenfeld
Advertising Director Publishing Director
630 Third Avenue 740 Rush Street

New York City, 10017 Chicago, 60611
Phone: 212-986-5050 Phone: 312-337-5200

business insurance
to give you access every-other-Monday to the major buyers of employe, property and liability protection

.
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Ask about city's riot A

4.

damage liabilities r
HEW ET r PACKARD Fi I. **8* r- A-

O 0 0.00 3 ..V .0 71 0 ...ll •R_LESD-ar.-*----
SAN FRANCISCO-The Call- general rule of such immunity

foi nia state supreme court has The current litigation would I.

been petitioned to review a lower decide how extensive existing lin-
trial court dismissal of the first munity is and whether a munici-
court case intended to test mu- pality may still be liable for
nicipal liability for rioting negligence, even in an area where -----e

The case, Susman us City of general immunity exists Special Insurance arrang@ments were required before Hewlett-Packard's newl, acquired DC-68 lifted off the run
Los Angeles, arose out of the The district court of appeals way early this year at Cakland International Airport on a 110-day trip to demonstrate company products around
Watts riot of 1965 It involved a decision upholding the City of the worjd According to John Predergast, insurance manager for Hewlett-Packard, "This necessitated our purchas-
complaint listing 11 separate Los Angeles was based on exist- ing additional coverage and broadingsome existing policies"Inadditiontothemorethan 100 different electronic
causes of action ing considerations .n the state's testing, measuring and computing devices aboard the plane, some of HP's top engineering experts ride along to

Should the supreme court government code granting sui- explain the operation ard uses of all the instruments "Equipment on board the aircraft ts insured under our eyist
grant the review petition and ficient immunity to public enti- ing worldwide marine cargo policy," Mr Predergast said "Company personnel traveling aboard the airplane are
then hand down a finding of lia- ties to establish that ther e ts no covered by our corpora-e travel accident policy This required a special endorsement since the original contract
bility on the part of the city of liability for failure to provide excluded aircraft owned or operated by Hewlett-Packard Company " Both of these coverages were placed in the
Los Angeles, such a decision, ac- adequate police pIotection domestic markets The DC-68 is headed for such locations as Japan, Taiwan, Singapore, Maylasia, Thailand and
cording to insurance industry India Because of its destinations, HP acquired hull insurance with war risk coverage "Primary owned aircraft
spokesmen here, would "put a THE DISTRICT court, for ex- insurance for bodily iniury (including passengeu) and property damage liability were purchased from Lloyd's,"
completely new face on all civil ample, ruled that decisions rela- Mr Predergast said "Excess liability was automatically covered under our existing worldwide liability policy
disorder insurance underwriting tive to calling out the National This excess liability policy is written through a domestic carrier "

at least in Californial" Guard "are policy decisions with-
The district court of appeals in the discretion of the governor,

affilmed tlial court dismissal not open to Judicial review ' Labor head sets stiff explosive regulations
after demurrei to an amended One of the major "causes of ac-

complaint with leave to amend tion" alleged in the initial 1aw- TORONTO, Ont -Stiff regula- the responsibility of the employ- stored in an approved warehouse
Hence the appeal for a supreme suit was that the city and the tions governing the use and stor- er to keep records of the explo- under surveillance
court review, by the legal firm state "through their employes age of explosives have been is- sives used by his firm and of the Any theft of explosives or det-
of Long & Levit and 2,000 John Does, negligentlY sued by the Quebec labor de- employes who handle them onators must be reported imme-

and carelessly caused, aggra- partment diately to provincial or municipal
CALIFORNIA, until 1963, had vated and incited a riot " The new directive from Dep- THE EMPLOYER MUST ad- police

a strong riot law which placed The case declared, in addition, uty Minister Donat Quimper, vise the nearest labor department
"absolute liability" for disorders that "the police so negligentl which follows a long series of inspector of the date on which
on the state's municipalities and carelessly executed the ar- terrorist bombings in the Mon- he intends to begin a blasting Job,

In 1963 all California laws re- rest of a person for drunk driving treal area, said "it goes without and must make sure that any
lating to governmental liability that a large and angry crowd as- saying that the employer must employe assigned to handle ex-
and immunity were revised after sembled, which was not dispersed adhere more strictly than ever to plosives is licensed to do so
a cout t decision had set aside the but was incited to riot " the regulations relative to the After working hours. explo-

handling and use of explosives' sives and detonators must be ei-

Truck claims reach The directive specifies that it is ther returned to the supplier or
FCIA

until June 30, 1970, to participate
AND

F/ood HOW IT PROTECTS
in the new program After the

1.48% of revenue ...
1970 date, no new insurance can AND

Continued from page 3 be written for areas for which EXPANDS
measures are not in effect UNITED STATES

WASHINGTON-Ninety-four of higher values of merchandise make flood insurance available Existing structures in the des-
truckers, with revenue of almost throughout the U S and Puerto EXPORTS

ignated flood-prone areas will
$22 billion, reported that claims TOTAL CLAIMS payments hit Rico through a cooperative effort be el»gible for a lower than
in 1968 reached 1 48% of their $37 9 million in 1968, up fiom of HUD and the private insur- If you're not depending on

normal rate made possible by the FCIA coverage on your exports
gross revenue, according to the $338 million the year before ance Industry A fundamental government subsidy StI uctures -you may be doing business
American Trucking Assn Salvage recovery netted $5 5 mil- part of the act requires that state which are erected after the area in a very risky way indeed

The 1967 national claims ratio lion last year, down from $5 8 and local government also coop- lS Identified will pay the full risk And perhaps not realizing the

for the trucking industry was million in 1967, for a net claims erate by adopting and enforcing premium full potential of your market

1 47%, ATA said The 94 truckers payment of $32 3 million, up land-use provisions 50 as to re- Implementation of the flood Here's why we say this
account for rnore than 35% of from $28 million in 1967 strict future development of land insurance, it is planned, will be FCIA in cooperation with the
the estimated $62 billion total Theft and pilferage continued in flood-prone aieas The act iS through present propaty insur- Export Import Bank of the
revenue of the industry to be the biggest source of aimed at meeting an insurance ance carriers The Fedei al Insur- United States, oMers four

The average amount per claim claims, ATA noted, with 418% of need in flood-prone areas, includ- ance Administration will sub- major classes of service

paid by the truckers to shippers the claim dollars gaid out in 1968 ing coastal areas, wnich private sidize the insurance industry to to exporters

rose to a new high of $43 48, the due to this factor-up from Industry has been unable to meet cover damage and loss from in- 1 Protection against the
ATA reported, largely because 23 3% m 1961 • without assistance undation from rising waters, or failure of the buyer to pay his

Proposed standards specifying overflow from stearns, rivers or due date dollar obligation for
what states and communities other bodies of waters, and from commercial or political

- must do to quality for participa- tidal surges hurricanes or other reasons

tion in the program were re- severe storms 2 Encouragement to oHer leased in February by HUD See- foreign buyers competitive

What can CPC  retary George Romney AN INDICATION was made of terms of payment

"The program," he said, " is the possibility of further exten- 3 Support m penetration of

do for your
I designated to meet a long-stand- sion of the coverage of the Na- high risk foreign markets with

» ing need for protection of prop- tional Flood Insurance Program due business prudence

EMPLOYEE
erties against flooc losses At by officials of HUD "Initially 4 Assistance in securing» the same time it advances the flood insurance will be available greater financial liquidity and

BENEFITS
St national program of reducing for one-to-four family residential flexibility in the administration
,* such losses Particularly gratify- properties," they said "Coverage of foreign rece,vables

ing is the partnership of the Fed- for small business propeities will portfolios.

B. Program? » eral government and the private be provided after special rate In short, an FCIA policy

insurance industry in making studies are completed As more protects against any credit
9 this protection ava.lable, along loss not due to the fault ofexperience is gained, coverage
*r. with Federal, state and local co-Design-Simplify- the exporter

can be extended to other types
operation in achieving the pro-Improve ... and classes of properties Of course, we've only
gram's obJectives "

Develop at lowest possible cost In order to promote the effec- highlighted some of the basics
Among the proposed mitelia

plans that deal with an employers tive administration of the flood of FCIA It costs you only a

involvement In the areas of em 1%3' are provisions for constricting insurance program, and to assure stamp on an envelope or a
Contingenciesployee and industrial relations the development of land exposed that the objectives of this title phone call to get in-depth

to flood hazards, provisions deal- are furthered, the secretazy is
information Write or phone to

Corporate Policyholders Counsel, Inc is not an agency or brokerage, ing with subdivision and build- authorized to prescribe appro-
we do not sell insurance We do provide professional nsurance ing and nealth code require- priate requirements for insui -
and employee benefits specialists, well qualified to analyze plan i ments, guidance for development ance companies, and ethel insul -
design and financial results achieved, coordinate all segments of 10 and planning, and evidence of at ers participating in such pool in-
a fringe benefit and employee communication program, and elim 1- least first steps in flood plain
nate over tapping of statutory and non-statutory benefits

clud-ng, but not limited to, mini-
management by states or conn-

We will help you make certain your program develops maxi- 869 mum requirements for capital or

mum values for every dollar invested in the well being of your
munities suplus or assets "

employeest It is planned that printed in- FOREIGN CREDIT

CORPORATE POLICYHOLDERS COUNSEL, INC AREA SITE engineers in forvation on the National Flood INSURANCE ASSOCIATION

20 North Wacker Drive • Chicago 60606 • Phone 312 - 372 8225 P HUD's Federal Housing Admin- Insurance Program will be 250 Broadway,NewYork,NY 10007
Phone 212349 2160,(TELEX 12 7887),

Ask for Robert O'Meara. or write for Brochure 8- IOO istrazion and the Army Corps of available at HUD i egional offices or contact our offices In Boston,, Engineers are Joint-y engaged in in New York, Philadelphia, At- Cleveland Houston, San Francisco
DORPORATE POLIOYHOLDERS COUNSEL ING

1 the study and designation of lanta, Chicago, Fort Woi th, San Information also obtainable from

5* flood-prone areas The Tennessee Francisco and San Juan, Puerto your insurance agent or broker or anyField Office of the United States
adependent Consultants / Insurance and Employe, Benefits *st Valley Authority is also active in Rico, and also in disti ict insuring Department of Commerce

the program offices of the Federa_ Housing
Communities or states have Administration
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Ansul Stationary Systems, 150 to 3000 lbs. capacity. For complete information write The Ansul Company, Marinette, Wis. 54143

There are a lot of fires in places
that men can't run to, if they are
lugging equipment.

And there are a lot of fires where
wheeled and mobile equipment can't
be wheeled and mobiled to, because
the terrain is too rugged.

And there is generally a shortage
of personnel available to fight fires,
wherever they occur.

So we renewed the fireplug idea.
Hose lines from permanent equip-

ment located in the critical area.
Ansul Stationary Systems.
Seven basic models. Dry chemical or

twinned agent.

Up to 3000 lbs. capacity.
Big on the inside but compact on

the outside. So they won't take up
valuable floor space.

Ansul systems don't have any mov-
ing parts. So they won't wear out.

Ansul Systems have quick-open-
ing valves that. prevent pressuriza-
tion until you need it. So they won't
spring a leak.

With every Ansul system you get
simple, pneumatic operation. So
even neophyte firemen can use them.

You get flexibility. Ansul systems
can be operated by one man or up to
eight men. All on separate hoses.

loses can be located at the systenn
or at remote stations throughout the
hazardous area.

We can provide you with all kinds
of equipment and variations.

It's all done on a modular basis,
with standard, pre-engineered, com-
ponents.

Custom equipment at uncustom
prices.

An Ansul systenn provides nnore
fire fighting capability, at less cost,
than any other stationary system.

It's a better fireplug.

THEANSULSYSTEM



Tfbuld you listen
to a fresh

business insurance idea?

Cor two?)
Cor three?)
(or more?)

v--,1 There's a danger in
ue going along, each year,
thinking of your business
insurance in the same old way.

New problems require new
solutions. The new needs are

ripe for fresh thinking and
tuned-to-today ideas.

That's where Allstate

can help.
Allstate sells just about all

of the kinds of insurance your
company needs.

After a few short years of

Allstate Insurance Company

staffing up, we're ready to
tackle any problem you can
throw at us-however big.

Our men are specialists.
Handpicked. Experienced.
Valuable.

Just maverick enough to
bring you a fresh and helpful
point of view. And probably
able to save you money in
the bargain.

It will pay you to talk to
Allstate. Call us, won't you ?

Allstate
BUSINESS INSURANCE


