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Group health underwriter
must return 20% of premiums

Wr ero N J —Inferaontinental I,_lfe Ins d‘ran ce Cq

accident pla

under-

the groups, according to a state superior court agreement here

Though the agreement to refund does not demand admission of
guilt, the return of about $50,000 to pohcyholders ends a two-year
investigation of questionable sales practices and a civil suit in-
itiated by attorney general John J Degnan

Intercontmental was founded in 1964 by New Jersey Gov Bren-
dan Byrne, two law partners and a deputy insurance commis-
sioner Gov Byrne, board chairman for five years, owns a large
share of Intercontmental stock now ma blind trust

The agreement also demands_that Intercontinental guarantee

payment ofa $50,000 state fine and the $50,000 cost ofthe investiga- hearing on the proposal to allow bus h" and is not the

tion of its subsidiaries, National Health Protective Agency and
First National Health Agency

Fund covers warehouse fire

ELIZABETH, N J -A state fund, estabhshed under the 1977
Spill Compensation and Control Act, will pay damages caused by
the warehouse fire and explosion here that rocked sections of New
Jersey and New York

Thirty persons, including 27 firefighters, were overcome by
fumes from the blaze, which took more than 10 hours to bring un-
der control No serious muries were reported and evacuation,
though hastily planned, was not ordered

State officials, however, still are not certam whether or not the
fund or the bankrupt Chemical Control Corp., owner of the ware-
house, will be hable for personal In,Jury claims The site was under-
gomg a state-controlled clean-up when the 24,000 barrels of toxlc
chemicals exploded

The fund, created by taxing New Jersey 011 and chemical indus-
tries, was specifically designed to meet claims from accidents like
last week's explosion, said state risk manager Robert Hunt. It will
also defray the costs of clean-up and chemical removal

0/ union, Irade association andsenior, ciizen group heatth

Risk pool act stalls
Senate hearin

By JERRY GEISEL
Critic of bill

WASHINGTON-The drive for

congressional enactment of the
Risk Retention Act is stalled in a

The Risk Retention

skeptical Senate Commerce Com-

mittee

Act "beats around the

At the first Senate committee

companies to cooperatively self- ]

msure their product liability risks beSt SO|UtI0n N SayS

committee member Adlai Steven- . .
undecided Sen. Adlai

Stevenson (D-111.).

son (D-Il) criticized the measure

Sen Stevenson, who had been
thought by some government
sources as leanmg m favor of the
controversial legislation (S.-1789),
charged the b11 "beats around the son Preyer (D-N C), a member of rebutted Commeroe Department
bush" and is not the best solution the Interstate and Foreign Com- testimony that state regulation
to solvmg product hability prot)- merce Consumer subcommittee, bars the formation of insurance
lerns was a mlor factor in the bill's 332- groups

"We aren't addressing the law,” 17 success in the House on March The Department of Commerce
Sen Stevenson said last week 10 "Unfortunately, there is no Pre- says state insurance "regulations
"Why wouldn't it make more sense yer m the Senate,"” one supporter create insurmountable barriers to
to change the law" Instead of al- of the measure lamented the formation of self-insured
lowing the formation of insurance groups,” Mr Jordan said, coun-
groups, he asked Two ranking members of the tering that in Colorado alone about

Sen Stevenson later told Bust- Senate Commerce Committee, 30 captives have been formed, of
ness Insurance he is undecided chairman Howard Cannon (D- which eight are group captives In
about the Risk Retention Act, now Nev ) and Sen Robert Packwood other states, businesses have set

before the Commerce Committtee (R-Ore ), presided over the hearing up different group Insurance pro-

Mr Hunt, who administers the fund, set its assets at $12 million j following last month's overwhelm- which is evidence that the commit- grams such as mutuals and recip-

with a Iegal maximum of $50 miillion

Ford may face more charges

MADISON, Wis.-Ford Motor Co may face another set of crimi-
nal charges here ifa Washington, DC, safety group convinces the
attorney general to press charges under a "homicide by reckless
negligence"” statute

The Center for Auto Safety, which activist Ralph Nader helped
found, is urging Wisconsin attorney general Bronson C LaFollette
to prosecute Ford in the death last week of 18-month-old Michael
Cannon o f Hartland, Wis.

The child died when a 1977 Ford Thunderbird Jumped from park
to reverse in a transmission failure

Ford has denied there is any safety defect in its transmissions

Roger E Maugh, director of auto safety for Ford, said the trans-
missions have been tested by the U S. and Canadian governments
and independent consultants "Ford is appalled by the Center for
Auto Safety's irresponsible attack,” he said

"We thmk this is a much cleaner case than the one Ford faced in
Winamac, Ind," explained Russell Shew, a vehicle safety invest-
gator for the Center for Auto Safety

An aide to the attorney general here told Business Insurance that
the state is reviewing the case and "on the face of it, there seems to
be something we need to look at " Under Wisconsin law, however,
the attorney general has hmited power to initiate crminal charges
without a mandate from the govenment, he cautioned

N.Y. bill would allow captives

ALBANY, N Y -State Sen John Dunne has introduced les:isla-
tion (S 9145) to encourage the formation of captive insurance com-
panies in New York

Modeled on the Colorado captive msurance company law, the

bill sets capital and surplus requirements of $1 3 milhon for pure

captives and $750,000 for association-owned captives. The capital
and surplus requirements could be met with letters of credit.

Bill to delay PBGC mandate

WASHINGTON-Rep Frank Thompson (D-N.J ) and Rep. John
Erlenborn (R-Ill) have introduced legislation (H.R 7140) delaying
from May 1 until June 1 the date the Pension Benefit Guaranty
Corp. begins mandatory coverage of multiemployer pension plans

The delay is necessary because Congress has not approved legis-
lation (H R 3904) giving the PBGC more assets and reducing its
liability to multiemployer pension plan participants Without the
law reducing the PBGC's hability, it is feared mandatory coverage
of the plans could bankrupt the PBGC as the plans terminate

House approval of the multiemployer bill is expected this week
The Senate Finance Committee has not acted on the measure
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. ing about setting up claims pro-

ing House approval (Bl, March 17) tee is interested in the measure, a rocals, he added
Most significantly, not one mem- staffer said "But the supporters of "To suggest that state regulation
ber of the Commerce Committee the bill have a long way to go to has been an effective barrier to the
appeared wilhng to take a leader- convince the committee that this is formation of insurance groups
ship role in getting the bill through a priority issue,"” he said simply disregards the large num-
committee A powerful offensive by the in- ber of groups already formed and
"There has to be a champion in surance industry at the April 22 functioning for their members,"
the Senate,"” said Commerce Com- hearing tried to convince the com- Mr Jordan argued
mittee staffer Eric Lee "No one is mittee the bill is unnecessary Although the Carter Administra-
pulling for it now." Donald L Jordan, assistant vp of tion views the Risk Retention Act

The leadership of Rep Richard- the Alliance of American Insurers, Continued on page 42

Judge to determine
computer lease payout

By ELLIS SIMON

to the court, which will determine this case, Mr Benjamin cori-

the schedule to be followed and tinued The court order will proba-
BALTIMORE-A federal Judge the amount to be paid
here will rule in two to three weeks

bly result in dismissal of a
Lloyd's had paid $5 million out countersuit filed by Lloyd's charg-
on how Lloyd's of London must of approximately $27 million m mg Federal with fraud and misrep-
pay $35 million to $40 million in claims inaccordance withthe 1978 resentation, Mr BenJa m in
outstanding claims filed by Fed- agreement before Federal sued the predicted
eral Leasing Inc for computer insurerlastjune, said Federal's at- While the court order pointed
leasing losses torney, Benjamin Rosenberg of out weaknesses in Lloyd's de-
A court order issued April 17 or- Benable, Baetjen & Howard, a fense, there were "certain
dered Lloyd's to honor a March Baltimore law firm strengths," a spokeswoman for the
1978 agreement with Federal Leas- London market said

An additional $15 million in "Lloyd's is not in a great state of
cessing and payment schedules claims have been made since then dismay," she said Members of

Lloyd's Insured Federal for com- and further claims are anticipated Lloyd's working party on com-
puter leases lost due to new tech- as leases expire, he said But future puter leasing view the court docu-
nology, forcing its products into losses should not be as great as ment as an "opinion" rather than
obsolescence (Bl, July 23, 1979) those in 1979, however, he added an order

Both parties are to submit plans The court order was a "fairly
for paying the outstanding claims strong opinion," Mr Benjamin payment plans submitted by both
said The court rejected Lloyd's the insurer and Federal, the
main defense that the coverage Lloyd's spokeswoman would not
was issued under "fraud and mis- discuss what Lloyd's probable ex-
representation " The court con- posure would be She noted that
cluded there was no material mis- several differences between the

Since the court must consider

errors &

representation by Federal twb parties must be settled by the
Leasing court, mcluding whether Lloyd's
The court's opinion added that must pay interest on delayed pay-
Federal Leasing has a "very high ments under the March 1978 agree-
. Fluor Corp employes are not probability of ultimate success in ment.
charged tax on the 22% of their van
pool fare that IS subsidized by the
company, but they are taxed on
the balance, which is deducted di-

omissions

Upcoming E/S directory

Excess/Surplus lines brokers.

Have you completed your questionnaire to be included in
the annual excess/surplus lines broker directory to be
published June 239

Business Insurance has mailed questionnaires to excess/
surplus brokers If you didn't receive one, write Business
Insurance, 740 N Rush St, Chicago, lll. 60611, or call 312-
649-5398.

rectly from their paychecks An ar-
ticle in the April 14 issue
incorrectly reported that the
employe's contribution is not
counted as taxable income by IRS

- Sarah W Gingrich is health
and welfare plans manager at Levi
Strauss & Co. in San Francisco,
not administrator as incorrectly re- Deadline for returning questionnaires is May 15,

ported in the April 14 issue



V&M to unvell Adopting parents get

ublic entit .
P . Y boost at some firms
po I I Cy pa Ckag e By MARY ANN MATLOCK

By ELLIS SIMON excess hability and workers com- NEW YORK-A childless couple may receive
persation coverages will be avalla- . :
NEW YORK-Marsh & McLen- ble to pubhc entities through the o e o o Adopting a child,
nan Inc Wednesday will unveil a PRISM program Buyers may A handful o f corporations, including Hallmark
wide-ranging program of insur- elect to purchase these coverages Cards, IBM, Xerox, Pitney Bowes, Foote Cone &
ance coverages and risk manage- separately or Jomtly, Mr Cantor Beldir;g Communications and S C Johnson &
ment- Seerce§ that -|t- Cont(_ends will notes . Sons, pay benefits rangmg from $800 to $2,200 to
provide public entities with the The program will offer cov- adopting couples.
market stability, favorable pricing erages that have been difficult to Adoption benefits, virtually unheard of before
and broad pollcy forms they have buy, such as police professional lia- 1970. were initiated‘ to provide help for couples
long sought bihty and pubhc officials liability who won't use maternity coverage
Central to the program will be a In addition, coverage for unusual "We felt it was an equity consideration, a trade-
data base of public entity loss ex- exposures, such as municipally off to maternity care," said Jerry Kenefake, direc-
peilence and exposures that M&M owned airports or nuclear power tor of compensation and benefits at Hallmark The
says will be the first of its kind plants, can be arranged. firm is the latest company to adopt the benefit
Accounts also will be able to pick = cCoverage is written on a com- Mr Kenefake said the firm's 14,000 full-time em-
fanddchoose from the services of- bined property/hability form con- ployes are ehgible for a maximum of $1 ,000 to off- X1
i ) tammg far fewer exclusions than set adoption costs, which can Include legal,
Ideal Mutual, backed by foreign standard put)hc entity policies, Mr medical, court and agency fees Travel expenses Pt
and domestic insurers, will under- Cantor says are excluded, however
write the insurance ) |
Two company employes have received the sub- It
PRISM, an acronym for Pubhc Mr. Cantor was reluctant to say sidy since the program began m February Based Ul
Risk Insurance Services Manage- how much public entities could on other corporations'experience, $50,000 has
ment, was developed with advice save through PRISM Policies will been allotted for the program's first year, Mr o
from a committee of municipal be priced competitively, he said, Kenefake said Adoption benefits were initiated to help couples
risk managers whose chairman but price comparisons with other : 1 .
was Universityé{of Arizona profes- programs cannot be done because $1'%'<\)"oapg? 3&%@,%,?,'%0;,93 egE tLOa?Jg‘naéthUfmgf who won't use maternity coverage
ser br Neéter ©os of the differences in coverage. $2,000 to $6,000 the program started, although the firm's 2,000
har\\llz ZZi;ziE:gr;gpéﬁZat;iLg::geof up1t—ge$(‘;orrnnilljllirc1;re1dof\c/)g:a0g?r§(;Ig(l)tg IBM's program has been used to subsidize from workers all quallfy
’ A et 1,800 to 2,000 adoptions siInce it began in Decem- One other firm to offer adoption benefits-Pit-
l\'\ﬂgm gg'sﬁggnsta\ys ;‘rl]znp%"’l‘gﬁr’ zﬁg'mfil‘r';ﬁg irr?tg;‘é'ggsoéfp&m;irﬁ ber 1972, said manager of employe benefit plan- ney Bowes-began the program m 1974 They did
project Coordinatorp p h Y- i1ab dod Self ning Russell Schuck Xerox's program has helped so not so much to equalize benefits, but to add dis-
. . tonare avarable as needed Sel- subsidize 18 adoptions since its beginnings in Oc- tinction to the benefit package.
At least one member of the risk insured retentions can be greater tober 1979 "We try to get ahead ofthe field in benefits It's
ginggﬁ/rgergfgg:ﬁéﬁg?@;gweeﬁ: t$h1a8(;$01 g%‘rogg(’:ubrﬁi;‘ncu:t be at least Both firms agree the taxable benefit, for which worthwhile and employes appreciate it," said Hel-
b c yt NG id he "defi ’ all full-time employes qualify, adds a parallel to en Conners, manager of the employe insurance
ni?;?y in?:;:dys’ to C’of‘;;derf'9 usr?wglg ranggg?ﬂ;gaghpglg{gmsa%%ntﬁg ?ar_ maternity care m their benefi! package department
N However, another firm with the same philoso- Ms Conners said the program allowed a $600
Ll'ilseezi{ﬁmegrogram for some of cliity 1k5 c:phable r?f hanclihng pooled phy provides more in matching maternity bene- subsidy per adoption m 1974 that was Increased to
risks Althoug ! _S'tolp; OS5 excess fits and adoption subsidies Foote, Cone & $800 in 1978 Sixty-eight adoption subsidies have
Public entities present a more sié:n;rl;agnr(;enf ﬂocéracgeepd:ch;seaci Belding in Chicago will pay an adoption fee equal been paid so far, she said
- < - b ad ; to the cost of a normal dellvery in an area hospital Generally, insurance companies provide medi-
tCI’:)mplex atnd_motre dlver3|f|ed'\r/llsk (_)nha fai;llteglvet basgdlf the client In the Chicago area, that benefit 15 $2,200 cal coverage for healthy adopted children from
itk dasdinaliasiivdiiiiie JZ’M |rs o e | "It affords us the opportunity to offer a benefit the day the new parents bring the child home,
Ipd z ital p bho t it ith Idmé}rMetmgl | € Insur- to an employe who can't make use of maternity even though an adoption can take from six to 12
clude hospitals, pubhc transit sys- ance with ldeal Mutual Insurance benefits in the medical plan," said employe bene- months to become legal, said Fran Cashman,
tems, .ummes’ parks and arenas Co of New York as a primary in- fit director Bruce Musller director of adoption and maternal services at
o%i{;”geﬂf:lrizﬁz vt E’;_S;::eb:tﬁkz: duforbgi aﬂ"::::;‘:‘:grgf Mr Mueller emphasized the program, added be- Catholic Charities in Chicago Ms Cashman said
g " : an s fore 1974, is worth more than its budgeted dollars problems with medical coverage for the healthy
cause the "small ones don't have Although Ideal Mutual's participa- "The employes that receive it are mcredibly exci- child are rare
the clou_t with Fhe market_ and ev:'tlon will be less than 10%, it will be ted This benefit is incredible The people that use However, when handicapped children are
<'\a/|rygn_e is afre_lcljd of the big ones, grga_ter than that of any other par- it just can't say enough” adopted their medical care is usually subsidized
ittt dhe . ticipant, M&M senior vp Joseph Twelve adoptions have been subsidized since by the state, she said
All-risk property, primary and Continued on page 43
Audit f t Charter OIl
By KATHRYN J. McINTYRE e ents them they needed the clients' permission
< twan "They attempted to hide behind the Cay- under Caymanian confidentiality laws "
JACKSO.NV“‘LE’ Fla 'The, three top man law to hide any potential conflict of in- Charter 011 fired him for refusing to allow
Zezgiir:tlg':‘ggcghiratirIg:a1nc?2as t:ljle( ::::: IR BAHAMAS terest,"” said Mr Boyle an audit of clients’ records without the ch-
9 ment . tiyn . tin tr‘? wake of 1_] M IAM I « f The Cayman protection law is designed to ents' permission, Mr Ray contends
ageintern ?pe :itofiha e Outiv N ; ‘: ?‘0 A rcAD O 1 prevent information about businesses in Mr DeMarco, who in eight years had risen
gusineessaln::ran:e |e:r222. © operations, the Caymans from leaving the islands It is to vp-msurance at Charter 011 in addition to
Dave DeMarco, the former Charter 011 typical of tax haven protection laws president of Cayman Underwriters, re-
risk manager who took the company mto Mr Ray was fired, Mr Boyle said, at his signed a few days after Mr Ray was fired
he captiv?a e ae resignedplat:; i msistence because "in my opinion he did “Charter felt it needed an audit of the ac-
month as president of Cayman Underwrit- cavMAN Qr%ttitla\ée the ability to function as vp of op- Cogg)t/?nz?mcralvze"ltl\/llrclgzll\(jlgrtcilI;)envdlt"l:ll'zie;fﬂg
i i ISLANDS 3y .
::nsazgvrf::t I;Ldbstlr‘;zsr::r;;g; L;?ﬂ;vne (rand - . Cayman Underwriters has 50 captives on | said, 'No, you can't see,' the more they
Cayman Islands ’ Cayman 164 - its management roster, although only about wanted to see They wanted me to stay on to
John Rav. managing director of Cayman ) o MMAICA 30 are active companies, Business Insurance help with the transfer of power but | found
Undemritey;s for thgregyears and Thgmas 5<inace.tn . 1 ea learned Mr Boyle said all the clients seem it untenable to be advising them on what |
Fitzpatrick, risk manager for Charter Oil satisfied with the new management team in thought was not in the interest of the ch-
were fired at the same fime the Caymans and one new chent has been ents
" : ; landed since the management change. One Cayman attorney told Business In-
The actlons. regar(.:llng Mr DeMarco, Mr . . . surance that it isn't easy to answer whether
Ray and Mr Fitzpatrick are the result of an conflicts of interest in the management o f None of the clients ofCayman Underwrit- the Cayman secrecy law allows a parent
internal audjt m,vestl@atlon 06 %qe captive Cag/m,an Underwriters, %ne fth Ica’r est ers rolqmapt?d }he audit, Mr ?¥Ie aid "No comg,?rw of a c?spléve anagement firm to
ggera ons, Saldt a hgrter executive captive managers on the Grand Cayman, one has lost money and all funds are ac- audit the clien OOKS
re who Is close to the developments confirmed Dick Boyle, the president 6fCay- counted for "
man Underwriters A routme audit of Cayman Underwriters Mr. Bo :
; ) . . Mr. Boyle confirmed reports that Charter
Mr. DeMarco and Mr. Ray, who intend to The audit examjned whether insurance wgsgusheﬂd ahead t?g Charter management 011 is also reviewing Mr Ray's expense ac-
start a new Cayman management company and reinsurance business was directed to because"we were led to believe through our counts
contend they left the company, because ‘another company under management at own control procedures that there were vy ray admits that Charter Oil is object-
they wouldn't comply with Gharter 011's de- Cayman Underywriters to the detriment of transactions that should be looked into by ing to items on his expense accounts, He
ma | odseeChe re '|r'hs orclien crc])mplaanles arter V11, said Mr boyle our internal audit department,” said the and Charter 011 are going over them now
unrelated to Charter They argue that law- "The real problem was we had a concern Charter 011 executive in Jacksonville and Mr Ray contends he can justify every
yers advised them the Caymans' confiden- and we were precluded from an Involve- Mr Ray contends Charter Oil auditors ex- item he reported
Eali;[(y Iafwlprevented them from openingthe ment in the records of Cayman Under- amined e records of the management Regarding the conflict of mterest allega-
oors ol © lent companies writers. Mr DeMarco said we would be company and Charter 011-owned cal*ves in tion, Mr Ray contends it Involves his duties
That was rga;,rt ofthe groblem, b%]t not all violating the Cayman protection law But January and February on a routme audit as a director of a captive company managed
th the IE)robIE Y S?Itd ttr)l Chartder 011 execu- we said that we can within the law see that and gave them a clean audit by Cayman Underwriters The directorship
ve, who a e Nnot to be name H H H H . .
o Cayman Underwriters is bemg run within = "Then,tgex qufﬁd o see tHe,,clleéW gopy- was approved by previous Charter manage-
Charter Oil was concerned that there were the best mterests ofthe company and its cli- panies' books," Mr Ray said, "and | fold Continued on page 4
pag
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Charter Oil fires execs

Continued,from page 3
ment, he says.

Most captive managers, however, routinely
serve as directors o f the companies they manage,
both in the Caymans and Bermuda.

Mr. DeMarco and Mr. Ray both maintain there is
no issue of impropriety involved in their depar-
ture from Cayman Underwriters.

Mr. Fitzgerald, the former risk manager, would
not comment when reached by Business Insu--

Thomas Terbrueggan, the acting director ofrisk
management at Charter Oil in Jacksonville, was
out o f town and unavailable for comment. -

Another company is known to have requested
an audit of client companies' books at a captive
management subsidiary once before.

Michael Bott, as president of Risk Treatment
Services' captive management company in Ham-
ilton, Bermuda, also refused to open his client
books to auditors from parent company Sperry &
Hutchinson citing Bermuda's confidentiality
laws. Mr. Bott said he was fired lastyear as a result

and is now suing Risk Treatment Services (Ber-
muda) Ltd. over his dismissal.

Sperry & Hutchinson, parent companyof Risk
Treatment Services and broker Bayly, Martin &
Fay, confirmed the suit exists. A spokesman
added, "Risk Treatment Services and Bayly, Mar-
tin & Fay have always considered all client re-
cords to be strictly confidential and will continue
to treat them as such. Beyond that, we do not com-
ment on matters which are in litigation."”

Describing the secrecy law in the Caymans as
the most strict ofthe offshore domiciles. Mr. Ray
said, "It's nearly impossible for a U.S. company to
run a management company in the Caymans. |
don't want it to sound like I'm mad at Charter; I'm
not™

Mr. DeMarco added, "l understand Charter's
problem; they have a responsibil-ty to share-
holders.”

John E. Darwood, the newly appointed superin-
tendent o f insurance in the Cayman:, said he has
not been involved in the Cayman Underwriters
management upheaval.

VWorkers

harvest

higher pensions
IN strike accord

ABOUT 35,000 United Auto
Workers members at International
Harvester have won improved
pension, health and life benefits in
a new three-year pact, ending a
172-day strike. The contract provi-
sions are similar to those nego-
tiated earlier with John Deere &
Co. (BIl, Nov. 12, 1979)and Caterpil-
lar Tractor Co. (BIl, Jan. 7).

Monthly pension benefits for"30
and out” retirees who retire after
Oct.1, 1979, are raised to $800 from
$700 and will reach $950 by the end
of the contract, which expires
Oct.1,1982. Persons retiring under

Yeste rday's costs using tomorrow's technology...Today.

ClaimFacts

is an advanced on-line
health claims administration system which
may be used by insurance companies, or
employers and associations with self-
funded or underwritten plans.

ClaimFacts provides total automation
for the processing of all types of health
benefits plans, including basic and Major
Medical, dental, vision, prescription drugs,
and disability. The system has the
capability for on-line inquiry, eligibility
verification, adjudication, coordination of
benefits, and letter generation.

[l Please call

Name

ClaimFacts can be installed at your
office for use by your staff using your
hardware or ours. It is available on a
service, lease or purchase basis for HP or
IBM systems.

ClaimFacts joins IMPLEFACTS, the
deferred recordkeeping specialists, as a
member of the Thomas National Group.

Claim Facts satisfies the unique

requirements of insurance companies and
third party administrators.

O ClaimFacts
E] Send information about:
El ImpleFacts

Company

Address

City

Phone

State =i

berialit>beat

the normal plan after Oct. 1, 1979,
will receive a minimum of$16.25 a
month per year of service and a
minimum of $18.25 by the end of
the pact.

UAVW members will benefit from
new and expanded health cov-
erage. A new hearing aid program
picks up the cost of audiometric
exams and hearing aids every 36
months. Retirees and dependents
will now be covered under the vi-
sion program, which pays $24 for
an optometric exam, up from $20.
The maximum yearly dental bene-
fit was increased to $1,000 from
$750 per individual; the lifetime
orthodontic benefit was increased
to $800 from $750.

Aetna is the insurer for the UAW
health care plans.

Also increased were life insur-
ance payments, now $30,000 max-
imum; accidental death and
dismemberment, $15,000 max-
imum; total disability, $600 a
month maximum, and sickness
and accident, $315 a week max-

imum.

Incentive plan

In an attempt to improve profit-
ability, First Chicago Corp. is re-
structuring its incentive and profit
sharing programs for its 10,000 em-
ployes to link rewards to corporate
performance.

The "pyramid-shaped program"
consists of a revised profit sharing
plan, a new stock purchase and
savings plan and cash and stock
incentives for higher-level execu-
tives, says Rick Schulz, manager
of compensation and benefits for
the bank corporation.

Under the amended profit
sharing formula, First Chicago will
vary its contribution each year
from zero to 15% of pay; in the past,
the company's formula virtually
guaranteed 13% of pay regardless
of performance. Contributions in
1980 and 1981 will be based on the
higher of the old or new formulas,
with the new formula taking com-
plete effect in 1982.

Profit sharing cost the company
nearly $10 million last year, a fig-
ure projected to increase to $11.2
million this year, including all the
new incentive plans. In 1982, the
cost will relate to profitability.

Under the stock purchase and
savings plan targeted for July, all
full-time and part-time employes
with at least one year of service,
excluding top executives, may
purchase company stock through
payroll deductions of up to 20% of
annual base salary over two years.
The purchase price per share will
be 75 cents less than market value
on a date prior to the two-year pe-
riod.

If employes choose not to pur-
chase stock atthe end o f two years,
they will receive interest on their
savings. If the stock price in-
creases, they may purchase shares
at below the market price on day o f
pughase.

Other incentives include:

- Departmental bonuses for 60
to 80 officers and gift shares of
stock for 250 middle managers.

- Performance shares for an-
Nnual incentive awards and for

about 20 top executives.

Made anv benefit changes? Write
Valerie Berg, Business Insurance,
740 N. Rush St., Chicago, m. 60611
or call 312-649-5430.
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erm cCcvy,
break open -

Proper planning for an
emergency before it happens
can save hundreds of thou-
sands of dollars and many
production days. Our
experience shows, how-
ever, that few plants have
made any formal, in-depth
plans to get back into produc
tion prior to an accident.

Hartford Steam Boiler's
pre-emergency and recovery
program, PREPARE, outlines
a predetermined action plan
for electrical, mechanical,
and pressure equipment,
plus certain production ma-
chinery Its purpose is to

reduce the length of time
between the occurrence of

an accident and the return to
normalcy: This data collec-
tion system can trigger a
financial savings by mini-
Mmizing production delays
and repair expenditures.
PREPARE'S effective-

ness relies heavily on prior

gathering, classification, and
periodic updating of all perti-
nent data. When properly
maintained, PREPARE can
result in a quick, effective re-
sponse and recovery from an
otherwise crippling accident.
PREPARE, designed
and tested for over three
years by our engineering
staff, is a valuable risk man-
agement tool for our policy-
holders who need to
formalize their pre-emer-
gency plans. It's one more
way Hartford Steam Boiler is
providing its insureds with
building blocks for establish-
ing and maintaining effec-

tive in-house risk manage-
ment programs.

A special issue of The
Locomotive, our quarterly
engineering publication,
elaborates and emphasizes
the need for pre-emergency
planning. A free copy can be
yours by sending this coupon.

| realize that PREPARE is reserved only for
Hartford Steam Boiler insureds, but please
send me a free copy of The Locomotive, so

| can learn more about pre-emergency
planning.

Name
Title

Company
Address
City

State =Zip
Send coupon to: 81°

HARTFORD
STEAM BOILER
INSPECTION AND
INSURANCE

56 Prospect Street, Hartford, CT 06102

We help more risk managers
manage risks better.



6 / business insurance, April 28, 1980

OSHA threatens to close Indiana

By JILL KAPLAN

INDIANAPOLIS-Private em-
ployers in Indiana may no longer
be subject to safety and health en-

forcement by the Indiana occupa-
tional safety and health
administration.

Federal OSHA, charging the In-
diana unit with poor performance,
has initiated action to withdraw
approval of the Indiana state plan.
The move could cost Indiana as
much as $1.7 million in federal
matching funds and cause safety
enforcement to be taken over by
federal OSHA.

Indiana will have four weeks to
respond to a letter from Eula
Bmgham, assistant secretary of la-
bor, that specifies deficiencies
OSHA has found. Among the
agency's findings, the letter said

were:

= Lack of sufficient industrial
hygienists to assure Indiana
workers ofadequate health protec-
tion.

= Failure of Indiana safety in-
spectors to identify between 28%
to 57% of the serious hazards
present in the workplace.

= Impropercalculationofpenal-
ties. An automatic 40% reduction
in fines was found m almost all

cases.

About 2 million workers are cov-

ered by OSHA in Indiana, one of
the nation's 10 largest industrial
states.

"l have been especially con-
cerned about the lack of health
protection for Indiana workers,"
said Ms. Bingham in the letter.
"Three industrial hygienists for a

state of Indiana’'s size and mdus-
trial complexity are clearly inade-
quate.”

Other industrial states, such as
Ilinois and Ohio, each have be-
tween 30 to 35 industrial hy-
gienists, a federal OSHA
spokesman estimated.

"We believe the state of Indiana
has failed to meet its responsibility
to protect its working people from
occupational safety and health
hazards,"” added Ms. Bingham.
"We are beginning the process
which would return that responsi-
bility to federal OSHA,,"

Indiana OSHA plans to fight fed-
eral OSHA's action to revoke the
plan.

"OSHA's figures are skewed,
they're not really correct,” re-
sponded Indiana Gov. Otis R.
Bowen. "All charges are based on

Call the people

who do everything
IN excess.

SEATTLE

624-8711

MINNEAPOLIS
(612)

SAN FRANCISCO

(415)
777-4300

LOS ANGELES
385-620

If you're looking for underwriting
managers who can provide you with
a steady market in excess and special
risks, you've got our number.

Baccala & Shoop manages it all:
Umbrella Liability, Gap/Buffer Layers
and Excess Workers Compensation
in casualty coverage; and Primary Quota
Share, Excess of Loss, All Risks, D.I.C.

957-4580

DENVER

399-4023

PHOENIX

8517,

COLUMBUS, OHIO

(614)
846-6666

CHICAGO

DALLAS

(214)
233-0201

HOUSTON

(713)

and Builders Risk in property coverage.
Yes, we do everything in excess.
And go overboard in service.

As career professionals in the
excess field, we know the subject from
A to Z. Tell us the coverage you're
seeking, and we'll tailor a proposal
for your specific "specs". While
attentive to every detail through the

777-4530

Baccaki & Shoop

The crack troop
in underwriting management.

Fighting back

"This issue is one of

unit

political expediency for
labor," Indiana Gov. Otis

R. Bowen says of the

OSHA closing.

subjective material. Our penalties
are in line with or better than the

national average.”
Administration of the program

is not the issue, Gov. Bowen con-
tends.

"The issue is one of pohitical ex-
pediency for labor," he said. "The

NEW YORK
4'942070

PHILADELPHIA

GMS
567-2700

ATLANTA

life of a contract, we're also keenly
aware of our fiduciary responsibilities.
As one measurement of our perform-
ance, we have been underwriting at a
profit for the companies we represent
since our firm was founded in 1974.
Call the number above nearest you.
And send the crack troop from
Baccala & Shoop into action.

determination was made some
time ago by big labor-primarily
the steel workers-to get the states
out of the enforcement business.

"If they can knock out 23 states,
they will only have to negotiate
with one spot: Washington. That
will make it easier for thern,” the
governor added.

The Indiana state AFL-CIO peti-
tioned OSHA to withdraw ap-
proval of the state plan back in
1977. As a result of information
gathered in response to that peti-
tion, OSHA decided to take the
current action to withdraw ap-
proval of the plan.

By contesting OSHA's action,
Indiana will set into motion a
lengthy review process that could
end up before the federal secretary

of labor.

If Indiana loses the case or does
not respond to Ms. Bingham's let-
ter before the four-week deadline,
federal OSHA will assume en-
forcement duties for the private
sector. OSHA could submita sepa-
rate plan to continue enforcement
and consultation for employers in
the public sector, however.

Only one state, Connecticut,
controls only employers in the
public sector while the federal bu-
reau regulates the private sector.

OSHA joins forces with the Small
Business Administration to relieve

the regulatory burden: Growing
pains, page 43.

There are 23 states with plans ap-
proved for enforcement in both
the public and private sectors.

OSHA plans to increase staff in
Indiana in order to offer workers
what it feels is adequate protec-
tion. The federal staff will expand
to 81 from 31 and will include 27
hygienists. The federal agency will
soon open offices in Gary, Ft.
Wayne and Evansville, Ind.

Indiana may continue operation
of its safety and health prograrn
pending resolution of the with-
drawal action. Thus, employes in
the state will be under two sets of
scrutiny. No funds may be with-
held from the state unit until that
time.

The only other state to be inter-
rogated by the federal safety
agency is Wyoming. There has
never been a case withdrawing ap-
provalo f a state plan that has gone
completely through the court re-
view procedure. -

Storms take
$14 million toll

NEVV YORK-Severe weather
continued to plague the Southern
states April 11-14, causing an esti-
mated $14 million in insured prop-
erty damage, according to the
American Insurance Assn.

WwWind, hail tornadoes and flood-
mg caused $5 million damage each
in Louisiana and Mississippi, $1.3
million in Texas, $2.2 million in
Alabama and approximately
$500,000 in other areas.

The Insurance Services Office
has assigned the storms Catastro-

rhe No., S — -
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editorial opinions

Dabbling in insurance

70 ISK MANAGERS HAVE spoken,
IL loudly and clearly: They don't like the
idea of insurance brokers dabbling (as
many are now beginning to) in the under-
writing business.

According to our most recent Risk Man-
agement Board survey (Bl, April 14), cor-
porate customers think there's an inherent
conflict of interest in the diversification
underway in the brokerage industry.

The lines of demarcation between bro-
kers and insurers have been growing in:
creasingly fuzzy over the last 10 years. But
more recently, in the last two years or so,
firms like Marsh & McLennan and other
leading national brokerage houses-as
well as some small, specialty brokers-
have established their own subsidiary in-
surance companies to take portions of the
commercial risks they are charged with
placing in the insurance markets.

Moving into new businesses to preserve
revenues is only natural for insurance bro-
kers whose commissions have been be-
coming skimpier for the last half-dozen
years or more. Brokers undoubtedly view
this kind of diversification as very lucra-
tive over the long run. Take, for example,
the ceding commissions on reinsurance

business that would be less vulnerable to
negotiation if a broker's own subsidiary
insurer is the company establishing the
ceding commission.

INn many cases, brokers have publicly
contended their reason for this vertical in-
tegration was because it offered a way to
reassure underwriters that risks they're
taking are being honestly presented and

won't turn into rotten business.

- For many years, brokers and insurers in
London have often been one and the same.

But until fairly recently, U.S. customers
weren't accustomed to having their sup-
pliers involved in relationships that some
see as mcestuous.

"l always felt brokers should be on my
side fighting for me," said one risk man-
ager who feels betrayed by broker moves
into the insurance arena.

It's difficult to say whether broker/un-
derwriter integration will be good or bad
for the buyer. But one thing is certain: A
broker may have to run a lot faster and
work a lot harder to convince clients there
are no underhanded dealings with insur-
ers when the insurer happens to be a divi-
sion of the brokerage firm.

Claimants cause pain, too

T ET'S HEAR A cheer for pain and suf-
1-A fering! It is with tongue firmly stuck
in cheek that we tell the tale o f 34 injured
souls who've filed claims against the Na-
tional Aeronautics and Space Administra-
tion for "mental anguish" suffered when
Skylab tumbled to earth.

When the elephantine space station de-
cided to descend, of course, nobody was
hurt (visibly, in any case). The debris

landed in the Indian Ocean and a few nuts
and bolts were scattered over the deserts

of western Australia.

NASA has been the picture of patience,

business iInsurance

calmly informing people that their claims
received careful and prompt consider-
ation. But no bucks, NASA gently told the
anxious and anguished victims of
Skylab's precarious journey.

Let it never be said that the government
always gives away our money without a
fight. Risk managers can take a page from
NASA's "tough, but gentle” policy.

(P.S. The U.S. population doesn't have a
corner on the how-to-profit-from-ad-
versity game. Most of the 34 claims came
from India, England, Pakistan, the Philip-
pines and Canada.)
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U.S. government & the IRS kid

letters

Business Insurance welcomes letters from its readers. Please keep your

comments as brief as possible and we reserve the right to edit or shorten

letters for clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, Ill. 60611.

Gremlin at work

To the editor: Many thanks for
giving our release on Fellows,
Henderson and Norman such nice
space in your April 14 issue. | sin-
cerely appreciate it

| must tease you, though, about
the headline that ran with the
story "Fellows takes over at Swett
& Crawford.” As | am sure you
know, Bill Fellows has been in
charge o f Swett & Craw ford since
he assumed the presidency in
1974. | guess the headline gremlins
slipped that one in at the end of a
long day. In any event, | just
wanted to clarify the position.

Nancy Oblinger

Assistant vp

Corporate communications
Swett & Crawford Group
Los Angeles, Calif.

For the record

To the editor: AAU appreciates
being

mentioned in Jay
Lavenson's Perspective article
"Corporate aircraft" (April 7).

To set the record straight, we are
jointly owned by Chubb Group
and Marine Office of America
Corp. We therefore not only issue
aviation policies on behalf of
Chubb Group, but also The Con-
tinental Insurance Cos. and other
major property and casualty insur-
ers in the United States. Our in-
sureds enjoy the financial backing
of our 34 participating and affil-
iated companies whose admitted
assets are in excess of $10 billion.

Daniel M. Izard

Associated Aviation Underwriters
New York, N.Y.

Easier reading

To the editor: In the April 7 issue
of Business Insurance | noted a
small blurb which indicated there
was a change in paper used in
printing that particular issue. My
own personal opinion is that the
paper used for this issue is much
easier to read than the gloss-coated
paper. | don't know how many
other comments you might get
concerning this, but | certainly
will not cancel my subscription if

you continue to use the matte-fin-
ish paper stock.

David L. Burger

H.C. Gabler Inc.

Chambersburg, Pa.

Don't switch

To the editor: Please don't
switch back to gloss-coated paper.
It's too hard on the eyes.

Richard L. Pryor

Risk manager
S.J. Groves & Sons Co.

Minneapolis, Minn.

Another vote

To the editor: Regarding a
switch back to gloss-coated paper
when it is available again:

Don't-this issue is much easier

to read!
Patricia J. Spindel

Manager-employe benefits
and services

Ampex Corp.

Redwood City, Calif.

No more glare

To the editor: In the April 7 issue
you printed an apology for tem-
porarily usmg matte-fmish paper.
This condition is apparently
caused by a shortage of the gloss-
coated paper. As a regular reader
of your publication, | much prefer
this temporary situation and
would cast my vote for the matte-
finish paper.

Although | have not taken time
to complain before, the gloss-coat
paper is difficult to read. The pages
must be moved constantly to shift
the glare so the printing may be
seen.

The matte-finish eliminates the
obnoxious glare and provides a
clear concise visual effect. To me,

it is the superior paper stock and
its use should be continued.

Gary Bird

Insurance analyst
Salt River Project
Phoenix, Ariz.
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Our builders risk covers every builder's risk.

Construction insurance has a way of getting
complicated. Especially when you start running
around to different underwriters. VWho offer one
kind of coverage but not another.

With American Home and National Union,
you deal with just one person. Who can give you
just about any coverage your project calls for.

We've opened a new department desigraed
especially for construction related risks. It's made
up of underwritingspecialists who'will puttogether
a simple program built around what you need.

Including builders risk, all casualty lines,
wrap-ups, excess, and umbrella coverages.

A Member Company of American International Group.

Even complete clairns and engineering services.

And since youllhave one peiftin handling all
palts of youraccount, hellgivemoreconsideration
to each part of your account.

Which often means taking or risks that
others might consider too risky.

And he'lldeliver it all to youinone simple
program.

That about covers everything.

The AIG Companies.

Ikt us uke therlbks.

For more information about buders risk

insurance, write: Mie AIG Companies, Dept. A,
70 Pine Street, New York, N.Y. 10005.

Name/Title
fhmps,ny
A ririreRR
StAt,
Zip Thiephone

814/28
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No longer possessed of sovereign im,
munity to liability lawsuits and often lack,

ing adequate revenues, many of the 80,000

government units in the U.S. are vulnera,
ble to unprecedented damage claims - trig,

gering a search for new approaches to
insurance and risk management.

A brief review by INA of an insurance
topic of interest to business executives.

School districts, state govern-
ments, townships, cities and coun-
ties all face a number of challenges
today which only ten years ago
were consjdered relatively minor.

Foremost among them is the
fading of the time-honored doc-
trine that "the king can do no
wrong" - that a government pos-
sesses legal immunity to liability
claims and lawsuits. In 42 states
today, government bodies are vul-
nerable in various degrees to ac-
tions charging negligence on the

part of their personnel and are ex-

periencing rapidly rising liability
losses. Given this atmosphere of
uncertainty, there has been a con-
traction of insurance capacity for
governmental liability.

The exposure of governmental
units is further complicated by
widespread financial constraints,
including cutbacks in federal
revenue-sharing programs. Tax re-
volts such as California's Proposi-
tion 13, eroding tax bases in older
cities, and legal limits imposed on
spending increases have also led to

budget reductions - which in turn

have meant skimping on mainte-
nance procedures and accelerated
deterioration of property. And
governments are no more exempt
than is business from the burdens
of inflation, snowballing pension
demands and the financial require-
ments of OSHA-mandated safety
programs.

Against this background, sev-
eral positive steps have been taken
both by governments and their in-

surers that have already brought

about some relief.
Hanging together

Foremost among them is a
much greater degree of risk reten-
tion. This usually takes the form of
higher deductibles or, in the case of
larger government units, full self-
insurance of selected risks.

For numerous government
bodies, however, sizeable risk
retention is not feasible - partly
because their exposure base can be
too small to allow sufficient pre-
dictive credibility as to fture

losses. In this situation, an increas-

ingly attractive alternative is the



self-funded intergovernmental in-
surance pool. With interest in such
pools growing as their advantages
become more apparent, at least 24
states have removed legal impedi-
ments to their férmation or are in
the process of doing so.

In a pooling arrangement, the
total exposure base should be large
enough to make loss projections
more predictable and reliable than
they would be for any risk sepa-
rately. This reliability in turn
should permit lower costs for pro-
viding risk protection. Most pools
have been formed to fund workers'
compensation insurance, but there
is a pronounced trend toward
broad coverage ofproperty and lia-
bility exposures as well.

An insurance pool can be
started by virtually any organiza-
tion ofgovernment units. After es-
tablishing the feasibility of pool-
ing - which includes detailed anal-
ysis of each member's position -
and planning for administrative
services, the members draw up an
agreement covering all aspects of
the pool's operation. The pool it-
self ordinarily provides only the
middle layer of coverage for its
members. Below it there is usually

Bidding for trouble?

Liabilities

a layer ofindividual self-insurance,
represenred by deductibles. Above
it, an umbrella of commercial ex-
cess insurance protects against cat-
astrophic losses.

Governmen: pooling in the
U.S. is too new to show any long-
range results. However, early expe-
rience indicates :hat premium sav-
ings range between 10% and 40%
compared with conventional insur-
Ence. Fixed costs, including claims
handling, administration and ex-
cess insurance: are running at
roughly 25% to 55% ofpremium
revenues. As a result, dividends are
being paid to members of pools
with favorable operating results.

Improving the role of
insurance

Meanwhile, the insurance in-
dustry is actively seeking ways to
mitigate government insurance
difficulties. Several projects are
under way to establish precise clas-
sification and rating bases for gov-
ernment risks, similar to those in
use for business risks. A major
drive is also being mounted to de-
fine legal liabilities more clearly
and equitably under the tort liabil-
ity system. And the forthcoming

When governments ask for bids on insurance con

tracts, they frequently fail to specify what services

the bidder should furnish in addition to the

insurance protection itself.

As a result, the winning bid is usually a
rock-bottom quote, thus short-changing
such essential needs as loss control.

More detailed bid specifications can
eliminate this drawback and through
provisions for loss control or admin-

istrative services can have a beneficial

effect on government insurance costs.

introduction of a new comprehen-
sive general liability policy is ex-
pected to simplify the municipal
liability underwriting process.
INA is a leading provider of
insurance products and services to
the government market and is ex-
panding its activities to meet
today's - and tomorrow's - needs.

As the use of self-insurance and

governmental insurance pools in-
creases, INA and its subsidiaries
are becoming even more deeply
involved through underwriting
and the supplying of various loss
control, claims and administrative

services.

Comprehensive services

Recognizing and meeting
complex needs, such as those of
government bodies, typifieS INA's
comprehensive approach to in-
creasingly sophisticated insurance
and risk management problems.

The Insurance Company of
North America was founded in
1792 in Independence Hall, Phila-
delphia. Today it iS the largest
component of INA Corporation's

international network of insur-

ance, financial, and health care in-
terests. |n property and casualty
insurance and risk management
services, life and group insurance,
health care management and finan-
cial services, INA and its affiliated
companies offer a unique combina-
tion of products and services to
business and inddstry worldwide.

For an informative booklet on
meeting the insurance needs of
governments, write INA, 1600
Arch Street, Dept. R, Philadel-
phia, PA 19101.

INA

The Professionals
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Florida fines three insurers $25,000

TALLAHASSEE-Three mem-
ber companies of the Aetna Insur-
ance group have been fined
$25,000 by Florida insurance com-
missioner Bill Gunter for not pay-
ing workers compensation
benefits as often as required and
for failing to refund premiums to
employers promptly.

Mr. Gunter said the companies-
Aetna Insurance Co., Century In-
demnity Co. and Aetna Fire
Underwriters Insurance Co.-also
committed other violations of the
state insurance code, including:

- Paying compensation benefits
monthly instead of every two
weeks.

= Failing to complete audits and
return excess premiums to em-
ployers within 90 days.

- Failing to maintain adequate
employer payroll records.

-TE-roundRhe

- Failing to maintain a proper
evaluation of losses every 90 days
so rates could be adjusted to fit an
employer's accident history.

- Excessive errors on the com-
panies' policy certificates includ-
ing improperly computing
premiums and benefits as well as
failing to outline claims payments.

Rate dispute

RALEIGH-North Carolina in-
surance commissioner John In-
gram has again asked the state rate
bumau to stop requiring insurance
companies licensed in the state to
charge higher rates than they
would prefer.

states

Merchants Mutual Insurance Co.
and Cumis Insurance Society Inc.
do not want to charge the higher
rates for workers compensation in-
surance.

Mr. Ingram said the rate bureau
was "trying to reduce competition
and keep the free enterprise sys-
tem, as we know it, from working
in North Carolina.”

Last year the North Carolina
rate bureau attempted to force
First of Georgia to charge higher

rates.

Sharing award
ANNAPOLIS-A man who was

awarded $50,000 in a malpractice

A 100 O 1

A |

| I

0 &

suit must share the award with the
insurer that had paid him workers
compensation benefits for his in-
jury, the Maryland court of special
appeals has held.

Joaquim F. Nazario injured his
eye in 1972 while working for his
brother's concrete construction
company in Prince George's
County. He was treated for the in-
jury at Washington Adventist Hos-
pital. A few days later he lost the
eye.

Mr. Nazario filed a workers com-
pensation claim and received
nearly $29,000 to cover his disabil-
ity and medical expenses. The pay-
ments were made by the American
Casualty Co., his employer's in-
surer.

He also brought a malpractice
suit against the attending doctor,
A. J. Martin, and the hospital. The

Zurich Insurance Company

American Guarantee and

Uability Insurance Company
Schaumburg, IL 60196

Z-A branch offices are in metropolitan Atlanta,
Baltimore, Buffalo, Chicago, Cleveland, Dallas,
Denver, Detroit, Fresno, Jackson, Kansas City,
Los Angeles, Manhattan (New ork City),
Milwaukee, Minneapolis, North Haven (CT),
Orlando, Palatine (IL), Philadelphia, Pittsburgh,
Sacramen-0, San Francisco and

Woodbury (NY)

case was settled, with Mr. Nazario
receiving $25,000 individually and
another $25,000 to share with his
wife. But a lower court judge held
that the company could share in
the money awarded individually to
Mr. Nazario.

The appeals court noted that the
question of whether an insurer can
share in a malpractice award "has
not been decided in Maryland.”
But the court added that "it is uni-
versally held that a workers com-
pensation award includes any
aggravation of an injury which
may have occurred through a
physician's or hospital's negli-
gence. We see no reason Maryland
should not follow the universal

rule.”

Modified product

ALBANY-A manufacturer is
not liable for a product that is al-
tered by a purchase in a way that
makes it unsafe, even though the
manufacturer knew the machine
could not be used by the purchaser
unless it were modified, the New
York court of appeals has ruled.

The suit was filed by a worker at
Plastic Jewel Parts Co. Inc., who
was severly injured when his hand
was caught in a plastic-molding
machine that had been manufac-
tured by defendant Reed-Prentice.
The machine as originally manu-
factured had a safety gate attach-
ment that was designed to prevent
such an accident.

Plastic Jewel, however, cut a
hole in the Plexiglas portion ofthe
safety gate to enable the machine
to stamp out plastic beads, the
court said. Reed-Prentice knew
Plastic Jewel was planning to do
so when it sold the machinery to
the factory.

But the manufacturer could not
be held liable for resulting dam-
ages because "subsequent modifi-
cations of a product from its
original condition by a third party
which render a safe product defec-

tive are not the responsibility of
the manufacturer.”

Railroad accident

BISMARCK-The North Da-
kota supreme court has upheld a
1978 jury award ordering Amtrak
to pay more than $1 million to a
Great Falls man and his wife for
damages resulting from a railroad
accident.

A Grand Forks county district
jury had awarded Billy Lee South
$948,000 after he was injured in a
1976 collision with an Amtrak train
at a crossing. His wife was
awarded $126,000 for mental an-
guish and physical suffering.

Witnesses testified that it was
impossible for Mr. South to see the
train in time to stop his pickup
truck from crossing the tracks. Mr.
South contended the train whistle
did not blow a warning and that
the railroad improperly main-
tained the crossing sign.

Ky. purchasing

FRANKFORT-Gov. John Y.
Brown has set up a special panel to
find ways to eliminate politics and
put competitive bidding into
Kentucky's property/casualty and
group benefit insurance purchas-
ing program.

No date has been set for comple-
tion of the study, but insurance
commissioner Danny Briscoe said
"every effort will be made" to have
a recommendation on the state's
group life policy by June 30, when
the current policy with Kentucky
Central Life Insurance Co. expires.

In the past, bids have been taken
on the group life policy for state
and local school employes, but
most other policies have been
awarded without bidding. -



How not to be captive
to your captive.

A captive program is not
for everyone. But for those
seriously thinking about
one, an important con-
sideration is how to operate
it in a way that doesn't
place you in a bind but
allows you to achieve your
objectives.

Captives can often tie up
management time, money,
and talent without pro-
viding the benefits ex-
pected. However, there is a
way to avoid being captive
to your captive.

AFIA has been involved

with captives since they
first began to attract the
attention of the market-
place. And probably are
working with more over-
seas captives than anyone
else. Our role is to
eliminate the stumbling
blocks that tie-up time,

money and management.
And because we have been

f /-1
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COMETOAFIA

foreign insurance special-
ists for over 60 years, we
can bring the knowledge
and experience to your
captive no one else can.

Operating in more than
80 countries, AFIA can
provide admitted local
policies with competitive
rates and conditions, and
AFIA reinsurance can
simplify such matters as
cut-through clauses, rein-
surance recoveries, and
corporate guarantees.

AFIA provides the full
insurance services needed
allowing the parent com-
pany to obtain the benefits
of a captive without being
tied up by it. It's why we
say, there's a place for
every type of insurance
situation in AFIA's world,
and one reason why 90 of
the top 100 U.S. com-

panies operating abroad
insure with AFIA.

ANYWHERE IN THE WORLD

AFIA

WORLDWIDE INSURANCE World Headquarters: 1700 Valley Road - Wayne, N.J. 07470
U.S. branch offices: New York - Boston *Chicago-Cleveland - Dallas - Houston - Los Angeles - Miami * San Francisco+ Seattle - Wash., D.C.
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RIBIS Report

Borden's stance challenges HMO law

By STUART EMMRICH
ATLANTA-Borden Inc is will- Flghtlng WordS

ing to figh: the federal government ,,
over regolations requiring em-
ployers o0 offer an HMO to
workers

“There is going to be litigation at
some point and we are not afraid to

a,tgst c.
Ffalrls,

benefits

e on this

At a spir.ted, sometimes acrimo- SayS DennIS KaIrIS
nious EIMS conference debate on

HMOs among three company

benefit managers and a benefit federally qualified HMO are re- over this issue pitting HEW, which said of HMO costs compared with

There is going to be »10=
litigation at some point

and we are not afraid to /7

orden directorofemploye be a test case on this, " "

a-
7*!

2. co

r are members of such organiza-
, tions, out of a possible pool of den on this, Mr Kairis said, it

iday or five weeks vacation have so far shown "dismterest- in
Borden's tough stance on HMOs HMOs and have not taken the com-
has had results Only six employes pany to court, he said

If anyone were to challenge Bor-

1,000 would probably be HEW Even

But Mr Kairis contended that that department, however, might

.:.ft ' economics-as much as the think twice before golng to court

mpany's philosophical posi- with the NLRB. he thinks

tion-has played the key role in "They can't dictate what goes on |

this low turnout of participants m in the collective bargaining pro-
the HMO cess-and | don't think they want
"We have not found an HMO that to get involved in that whole
has activated us that is cheaper ballgame. It will end us all up in
than our present plan,” Mr Kairis the Supreme Court," he said.

Mr. Kairis has some advice for

consultant, Mr Kairis scoffed at qu-red to offer HMO enrollment to administers the HMO Act, against outlays for Borden's largely self- employers whose unions are push-
the claims of HMO cost savings, employes if the HMO petitions the the National Labor Relations insured benefits "If we find an ing for an HMO: Play hardball.

disputed tne laws requiring em- employer tc do so.

Board He predicted the Supreme HMO that IS less expensive than "Ifyou are interested in an HMO,

ployers to offer HMOs as options But Mr Kairis contends collec- Court would eventually have to our indemnity plan. then we will your unit can have it-but only if
and practicall> challenged the De- tive bargaining rules allow compa- solve the dispute

partment of Health, Education and nies to exch=de an HMO option ma

"We know all about the HMO yet"

Welfare to haul Borden into court. contract ulless the union bargains Act,” Mr Kairls said "But this iS a

Under the HMO Act of 1973, em- for the ben<€fit.

collective bargaining situation.

pursue i We haven't found that every member participates,” he
advised the company to tell the
union "We don't offer such things
For that reason, plus what Mr as 10 vacatton days forsome repre-

ployers with more than 25 em- The different mandates of these just as it would be if our unions Kairis calls Borden's rich benefit sented employes and 12 days for

ployes in the service area of a, two laws -will fcrce a court fight asked for dental care, a twelfth hol- package, the company's unions

RIMS chooses

Ozan president,
honors members

ATLANTA-Paul H Ozan is the newly elected president of the Risk &
Insurance Management Society for 1980-81 Elected atthe annual confer-
ence here, he succeeds Berry Griffin, corporae risk and benefit manager
for Baker Internabonal Corp.

Mr. Ozan 15 ass..tant secretary and assistant general counsel for Ameri-
can Greetings Corp in Cleveland

RIMS also honored three past and present members

< Founder Harry Goodell was awarded tae Pres.dent' s Award for sig-
nificant contributions to the development of the organization

- Past-president Daniel E Sullivan was presented with the Goodell
Award, recognizing him as an active member

- Edward R Lloyd, director of insurance for Dan Rizer Inc, received
the Richard W B.and Award for legislative contributions and regulatory
activities

Mr Goocell, now retired and living in Colorado Springs, helped found
the Risk Research Institute m New York when he was with Western Elec-
tric Corp witn responsibility for insurance management He drafted the
constitution and bylaws for the National Insurance Buyers Assn, the
successor organization to RRI and predecessor of RIMS.

Mr Goodeli is the last recipient of the Presideit's Award, he has es-
tablished the Harry and Dorothy Goodell Award which will take its place
m future years

Mr Su_ livan, director of risk management and property tax depart-
ment with Northern Telecom Ltd in Toronto, was president of RIMS in
1975-76 He is also a past president and nat-onal director of the Quebec
Risk & Insurance Management Assn He is currently a drrector of the
Risk Stud.es Foundation

Mr Lloyd has been a member of the RIMS gorernmental affairs com-
Inittee slr-ce 1974 and is chairman of its workers compensation subcom-
mittee.

Other officers ofRIMS elected at the conference were J. Robert James,
vp of Chemica__ Bark, first vp, William P Siouffer, operating vp and
director of insurance at Federated Department Stores, vp-member af-
fairs, C Jim Spii ed, executive director of the nsk management commit-
tee of Charlotte Mecklenburg in North Caro-ina, vp-business and
industry relations; Marc Darby of La Societe d €nergie, Montreal, vp-
communicatins, Edith F Lichota, manager of.nzurance and risk man-
agement fcr Kennecott Copper Corp., vp-governmental affairs; Donald
T Browne, vp and manager-insurance division of First Atlantic Corp,
vp-treasurer, Steven B Steinberg, risk manager of J Weingarten. vp-re-
search; K:thryn H Carroll, corporate insurarce m:nager of Varian Asso-

c-ates, vp-education. F
Richard Hackenburg

, of Allegheny Lud-

lum was elected vp-

Hg¢f conference for

next yoar

aLL

Elected at the RIMS conference were Jim Spivey Clef), vVA-business and
industry relations, anc Paul Ozan, president

Cont:nued on page 36

Insurer competition yields
iInnovative pro perty plans

By SUSAN ALT

ATLANTA-Competition is
forcing London and domestic m-
surers to write boiler and machm-
ery business on a net line basis as
part of overall property insurance
programs, slashing costs for buy-
ers.

During the last 12 months, HPR
underwriters also have reluctantly
agreed to participate in all-risk lay-
ers o f primary insurance in multi-
layered property programs for
large customers

These two Inglor innovations in
property programs were analyzed
here at the RIMS conference

The innovations are largely at
tributable to insurers' willingness
to accommodate the demands of
large buyers, said Norm Barham,
vp of Johnson & Higgins in New
York.

By combining boiler and ma-
chinery risks with highly protec-

Layering Property Insurance

60M
o R .
3:M
32
aE ©
S Fire dfnd EC only

Property Damage
y Business Interruption

i

ted property risk programs, risk 25M

managers usually obtain a differ-
ence-in-conditions polilcy using a
single underwriter and incorporat-
ing a single deductible for all risks
Thiseliminatestheneed for a sepa-

rate boiler and machinery pohcy,
Mr Barham said

Only a handful of risk managers
are presently using combined
boiler and HPR insurance, he
noted He cited two instances in
which London insurers agreed to
provide combined coverage, but
declined to identify the companies
involved

Spencer Traver of B F Good-
rich Co in Akron Just over a year
ago completed a similar combina-
tion program, thought to be the

insurer N 160%

21 M
Self-insured 100%
20M
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first ofits kind (BI, April 30, 1979) 10M

Standard Brands risk manager
Joe Mania revealed he was also
able to negotiate a combined prop-
erty and boiler and machinery pro-
gram using domestic insurers,
completing the program in mid-
1979 Standard Brands uses a sepa-
rate boiler and machinery policy,
however, underwritten by Hart-
ford Steam Boiler and reinsured
100% by Industrial Risk Insurers

In a combined boiler/DIC pro-
gram, it is necessary to eliminate

Continued on page 36
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Self-funding cuts
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work comp costs Our Policy Is Total Protection.

for many firms

By JERRY GEISEL .
R/lis Report

"With a wrench9" the incredu-

ATLANTA-If your annual
workers compensation premium

When a commercial vehicle is totaled,
the owner has a lot to lose unless he has

— nmrkikx ] .
le= .. "0'Z complete prafection Gravens. Rargan offers
4-: -.661.2- damage, excess, dealers' open lot and
1. .1--- -_,u.-d transit Wehave in-house markets in most
~ T TN states complemented by a highly qualified

staff which insures fast, dependable serv-

is less than $150,000, setting up a -9 6/ )
self-insured workers compensa- lous Judge responded in dismiss- ice Call Cravens to place your next com-
tion program probably isn't worth ing the claim - mercial auto riskl
the administrative hassle Getting state approval to set up a Home Office Houston, Texas 77001
But if you're paying more than self-insured workers compensa- (713) 525-6100/Texas WATS (800) 392-4901
that, consider self-insuring tion program can take as httle as
workers compensation exposures, three or four weeks, Mr Pearce
says Alan Pearce, director of risk noted But in some states, ap- I I I CRAVENS’ DARGAN
and insurance at San Francisco- proval may take as long as eight or & COMPANY SPECIAL RISKS
based Foremost-McKesson Inc nine months because of the detail Markets in Aviation, Commercial Casualty, Marine,
Self-insurance offers enormous demanded The delays m Connec- Oil, Personal lines, Property and Surplus Lines
financial savings Fuqua Indus- ticut are especially long
tries cut its workers compensation
cost 40% by self-insunng, saysin- R
surance director Wilham Dodge
The savmgs are partly attributable
to ehminating insurance company 1
overhead charges and state pre-
miurn taxes
Paying losses as they occur in-
stead of paying an insurance pre- iS
mium creates significant
- Established 1887 12.1

Paying losses as they occur aids
cash flow, says Alan Pearce.

cash-flow advantages, Mr Pearce
says

Self-insuring often makes em-
ployes more conscious of the need
to control accidents "It may not
make sense, but it's true Self-in-
surance has a direct effect of in-
creaslng the awareness of the need
to control losses,” Mr Pearce said

Self-insuring firms can choose
claims administration and loss-
control services it needs rather
than having to accept a standard
insurance company package, he
says

Mr Pearce advises a company
switching to a self-insured
workers compensation program to
hire a claims administration com-
pany Later the firmrm may want to
consider administering claims it-
self, as an increasing number of
companies are doing

When hiring an adjuster it's im-
portant to know its philosophy on
handhng claims Some ad}usters
like to settle clairns quickly, while
others prefer to mvestigate claims
thproughly before making a settle-
Nnnent

Investigation can also save a
company from paying out a big
workers compensation claim, says
Mr Pearce

When Foremost-McKesson re-
cently suspected that an employe
complaining of a back injury was
mallngering, an Investigator was
hired

The enterprising investigator
took pictures of the "injured" em-
ploye lymg on his back while ad-
justing the underbody of his car
with a wrench The investigator
also shot pictures ofthe man chop-
ping wood with an ax When the
pictures were shown before the
workers compensation claims
court, the surprised Foremost-
McKesson employe said he was
"dusting” his car
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By JERRY GEISEL

ATLANTA-A key but contro-
versial provision in the European
Economic Community's proposed
product liability directive could
devastate makers of innovative
products, an international insur-
ance expert warns.

Under the EEC directive, a man-
ufacturer could be held liable for
defects that were unforeseeable
and unavoidable in light of scien-
tific knowledge available at the
time the product was first put into
circulation.

"You can imagine the repercus
sions this would cause in an indus
try that relies on innovation,” says
Douglas P. Chalout, senior vp at
INA International Corp. The phar
maceutical, cosmetic and aviation
industries, which depend heavily
on innovative technology, would
be most affected by the develop
mental liability risk provision, he
says.

The directive was proposed in
1976 to create uniform strict prod
uct liability law for EEC countries
The current hodgepodge of prod
uct liability laws in Common Mar

ket countries distorts competition
within the EEC.

Strict liability exists in France,
Luxembourg and Belgium, but in
Denmark, Holland and Italy the in
jured plaintiff has to prove the
manufacturer was negligent to re
cover damages.

The EEC directive, now pending
before the nine-member Council
of Ministers, may not ever be
adopted, Mr. Chalout indicated.

Some sources say the proposal
never will be enacted; other Euro
pean observers predict enactment
within two years. Mr. Chalout says
it will be at least four years before

No cheap
product

coverage

ATLANTA-Competition is
driving down liability insurance
prices, but never again will prod
uct liability insurance be virtually
"given away," a leading safety ex
pert warns.

"Product liability insurance is
never going to be cheap or be a
giveaway." say Roman F. Diekem
per, vp at M&M Protection Con
sultants in Chicago.

The imposition of strict liability
by the courts in the last two dec
ades, claims consciousness among
the public and lawyers' contin
gency fee arrangements will keep
the product liability problem from
ever going away, Mr. Diekemper
predicts.

Manufacturers should reduce
the number of accidents through
improved product design, he says
But accident prevention efforts at
even some of the largest corpora
tions are lagging.

For example, preventable acci-
dents occur if a company's service
department doesn't report product
failures to the risk management
department in time for corrective
action.

Mr. Diekemper noted that some
21 states have passed tort reform
laws in an effort to give the legal
system more balance.

But because these new laws
have been such a hodgepodge,
with varying statutes of repose,
pressure has been building for one
uniform comprehensive product
liability law to be enacted at the
federal level, Mr. Diekemper said..

the directive is ready for passage.

In the meantime, European
countries are individually moving
toward strict liability. Germany,
for example, has imposed strict lia-
bility for drug manufacturers and
has set up an insurance pool to
compensate persons injured by

pharmaceutical products, Mr. Cha-
lout noted.

Liability coverages tend to be
much narrower in other countries
compared with the broad policy
forms found in the U.S., he noted.

BILLLLED ji;, ljOJ

In Great Britain, for example,
automobile liability policies ex-
clude coverage for claims arising
from drunken driving, driving
without a license and driving with
faulty equipment such as worn
tires.

"Coverage may be broadened
but only ifrequested," Mr. Chalout

warned.

Insurance policies may also be

business insurance, April 28, 1980/ 17

EEC product liability bill hurts: Insurer

ineffectonlyinthecountryofpur-
chase or in neighboring countries.
The usual public liability policies
purchased in Australia, for exam-
ple, only apply to occurrences in
Australia, New Zealand and other
SoutheastAsian countries, he said.

Occasionally, though, certain
policy forms may be broader over-
seas than in the U.S. In Germany,
for example, product recall cov-
erage is included in the standard
liability form.

The most significant difference

in legal systems abroad is that in
Europe and much ofthe rest of the
world, judges, not juries, decide li-
ability cases.

As a result, damages awarded
overseas are mu-h smaller than in
the U.S. because ofthe decrease in
the "sympathy factor,” Mr. Cha-
lout said.

However, unlike the rest of Eu-
rope, in Ireland iuries award dam-
ages. Not to) surprisingly,
"Awards in thal country are fol-

lowing the same trend as in the
U.S.,"” Mr. Chalout said. -

Out of the need for waterfowl, early fowlers
handcrafted their own dec-oys. From primitive
but functional semblances of ducks, decoys
evolved into an elaborate, incredibly beautiful,
decorative artform. This Goldeneye was carved
and finished by the Ward Brothers, renowned
20th century master wildfowl counterfeiters.
With its extraordinary detailing, subtle colors
and alert expression, it stands out as an exquisite
example of the carver's craft.

Among the many kinds of insurance coin-
panics, Grain Dealers Mutual is a rare breed.
VWhere others have flocked to broad based
coverages in art attempt to be all protections to
all insureds, Grain Dealers Mutual has held its
own course in property casualty insurance.
Sticking to what it knows best, it has demon-
strated 78 years of consistent growth. This has
meant prosperity for the company. Success for
the independent agents through wrich it
works. And maximum security and lower pre-

Rare Breed.

miums for its insureds.

If you are interested in the finest business,
home or car insurance, remember Grain

Dealers Mutual is a rare breed.

GRAINn DEALERf mUTUAL

insurance componu

Indianapolis 46202 - Omaha 68102 - Greens

27405

Snfrancisco 94104 / Member: Improved Risk Mutuals
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Kidnap cove rage market, demand grow

By STUART EMMRICH

ATLANTA-The kitinap and
ransom insurance market is now
competitive, with bargains availa-
ble to risk managers willing to
shop around, says Robert Foys, vp
of Scarborough & Co. of Chicago.

Limits of $20 million are gener-
ally available and have even gone
higher in some instances, Mr. Foys
told a gathering at the RIMS con-

ference here.

"About a half dozen" insurance
companies are aggressively mar-
keting their contingent liability
programs, Mr. Foys said, with the
Chubb Group, INA, AIG, Republic
and Lloyd's of London generally
recognized as the primary markets
in this area.

As the market's capacity to
underwrite kidnap and ransom in-

surance grows, so does the de-
mand for it, speakers said.

No longer are multinational cor-
porations having operations in un-
stable countries the only ones who
think they have to buy protection
for their employes.

"Every firm should be covered
against the criminal threat of kid-
napping,” said Richard Rescorla,
on special assignment for safety
for Continental lllinois National
Bank & Trust Co.

"Nobody is ever really safe from
kidnap and extortion,” agreed
Thomas Roemer, senior consul-
tant of the Chicago-based William
J. Sako & Associates.

Overseas kidnapping with
multimillion-dollar ransom de-
mands get most of the publicity,
but an increasing number of small-

RII,R*6>

town firms are being hit by local
criminals wanting to pick up a few
thousand dollars, speakers said.
The criminals see that the bank
president's wife is home alone, for
instance, so they kidnap her and
demand that her husband's em-
ployer pay the ransom.

These firms should be looking to
buy kidnap and ransom insurance,
the speakers said. Limits of up to
$1 million would normally be more
than enough, they agreed. Losses
rarely go higher than $20,000 in
these cases, Mr. Rescorla said.

Just as important as insurance,
however, is a safety and crisis man-
agement team established to re-
duce the chance ofemployes being

Problem hits home

Overseas kidnappings with million-dollar
ransom demands get the publicity, but
an increasing number of small-town
firms are being hit by local criminals.

kidnapped and to deal with kid-
nappings when they occur.

The crisis management team
should include representatives
from personnel, risk management
and corporate communications
departments, as well as someone
from senior management ranks,

Mr. Rescorla said.

The risk manager should be in-

Human Spoken Here.

Insurance is an easy business to dehumanize.
It's complex, so sometimes the basic idea of
it gets lost in the shuffle. But our representatives
really do understand that if it weren't forhumans
. . and the need to protect their lives, their time,
their money, their productivity, their retirement

.. we'd all have very flat briefcases.

We want you to know we have very fat brief-
cases - packed with one of the most diversified
and competitively priced portfolios in the
industry.

Sure we want you to knowthat. Buteven more
importantly, we want you to know we speak
human. Try us.

Get the most out of life with

PROVIDENT
MUTUAL

LIFE INSURANCE COMPANY
OF PHILADELPHIA

Home O ce: 4601 Market St., Phila., Pa. 19101

volved in helping employes realize
when they might be targets.

One important step is to identify
employes who might be outside
directors of other large, well-
known firms. These employes may
not be victimized because o f work
they do for their own firm, but be-
cause they are associated with
some other controversial firm.

The company must also be
aware of options beyond paying
ransom. Sometimes terrorists
want food bought for ghetto resi-
dents or political prisoners re-
leased.

The risk manager should make
sure in advance that the company
would have a liaison with some
government officials in case it has
to deal with ransom demands.

The company should also be
aware of laws in foreign countries
where company officials may be in
danger of being kidnapped.

If a country outlaws payment of
ransom, as some do, a company
should be thinking about how it
would circumvent those laws if
necessary, either by making the
ransom payment in another coun-
try or on a boat three miles off-

= F macac— x5 = _ —_—
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Available in all states.

I,rl The SAEX Group

SAEX Underwriting Office

474 Appleton Street
Holyoke, Mass 01040
Telephone, 538-8261
Outside the 413 area, 1-800-332-3847
Out of state, 1-800-628-8906
Telex, 95-5494, Cable saex ins-hike



Push for a place
INn negotiations,
benefit execs say

By STUART EMMRICH

ATLANTA-Benefit managers
have only themselves to blame if
they are left out when manage-
ment and labor sit down at the bar-
gaining table.

"Labor relations managers can
either ignore or pay lip service to
an employe benefits manager, de-
pending on what the company's
structure is like,” said Arnold
Glassman, manager of employe
benefits at Atlantic Richfield Co.
"ldeally, however, he will listen
and respond to the einploye bene-
fit views. The benefit manager
must work at this; no one is going
to do it for him.”

Apparently not all benefit man
agers are taking as active an ap
proach in labor talks as Mr
Glassman's staff, if a sample-of
benefit people attending a RIMS
conference seminar is representa

tive.

Most benefit managers said they

Stay in touch

Benefit managers
should maintain

a year-round

relationship
with the labor

relations

manager so they
can coordinate

strategy early.

are either ignored by labor man

agers who keep tight control over
negotiations or are called in only at
the last minute to answer ques-
tions about how much proposed
benefits may cost.

Those who are now left out of the
bargaining process got a few
words of advice from another
benefit manager in the audience
Don't wait to be asked.

"Take the initiative," said Eric
Cooper, manager of benefits for
Burndy Corp. of Norwalk, Conn
"Most of the time they are going to
be shocked that you are going to
them. No one has ever done that
before.”

"Become more involved in the
benefits negotiating process," Mr
Glassman agreed. "Let your Voice
be heard. Participation is the key."

But benefit managers pushing
for a place at the bargaining table
shouldn't try to go beyond their
area of expertise and infringe on
labor relations, Mr. Glassman
warned. "Don't get involved in
bargaining tactics and theory.
Don't get stubborn. Try to under-
stand the entire bargaining strat-
egy. Benefits are just a small part
of the overall picture.”

"But stand your ground if the la-
bor relations people propose
something that severely violates a
sound plan design,” he added.

Benefit managers should also
maintain a year-round relationship
with the labor relations manager
so they can coordinate strategy
early.

"If you do your job right you
rarely have to scurry around at the
final moment, trying to get more
data,” Mr. Glassman said. Ideally,

Blts Report

a benefit manger should be
brought into the bargaining pro-
cess at least tw€ months before ne-
gotiations begin, he says.

"You try to set up a benefit strat-
egy that takes into account what
the union may want and what the
company wan:s to do so that you
can make a reasonable recommen-
dation about where you think your

company might want to settle,”
Mr. Glassman said.
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Does your customer
makesomething thatmight
be used on an airplane

This is a complex question.

The answer is simple.

Literally hundreds of Global. We'll give you fast

thousands of critical and

non-critical products

are used in

today's aircraft. Your
customer's liability, as the
manufacturer of these
products, represents a major
insurable exposure.

Telephone (214) 235-0110

Global Aviation Insu,ance Managers.inc.

turn-around on quotes,
prompt policy and endorse-
ment issuance and complete
claims service.

When you require any form
of aviation insurance for your
customers, call Global. You'll
have your answer fast.

Telex 79-1875

30)0 Promenade Center/RO. Box 5470/Richardson, Texas 75080

BERMUDA.
O FIRST IANDING.

Trenwick is asher'e clTshore.

In Bermuda. where wespega*e in innovative reinsurance

prograrrs * captive.

So when you're lookihgor a creative market,

you need looR no further
than the nevvebt name- Trenwick.

Haritto,15.8*muda. (809)2959009TEL.i640
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VWe Owe Oursuccess

toasimple underwring
philosophy.

We didn't become who we are by acting like shrinking violets.

We did it with sheer underwriting guts.

The guts to charge into risks that would turn most underwriters'
stomachs to jelly.

The nerve to create coverage where none existed before.

We know that going by the book isn't always the best way to go.
So we're not content to just sit around on our paragraphs. We're con-
stantly writing new ones. Adding creative touches wherever they're
needed.

We were pioneers in developing insurance coverage for space
satellites. And one of our newest subsidiaries was created especially
for the needs of the Energy industry.

'Ibday, we have niore people in more offices in more countries
writing more kinds of policies than any other American insurance
group.

All because of the flexibility and creativity of our underwriting.

And a little bravery in the field.

The AIG Companies.

Letus takethensks.

For more information, contact American International Group, 70 Pine Street, New York, N.Y. 10005.



e
POEeDIDBOLS
2256000088990
1 o
eesssese
sossesse

°099
000000020006
e
2 8 8

Vd/lSNI

.”.....m...m

@
ese223le

[e1oadg ‘saui snjding ajuum

NOHIWVO®
0} pauwiio} Auedwod olisawop }sablie| pue 1sap|o ay} si 81e1s 1814

000200000008

Y
m
S sisdssssssss
C
.

RIXSSeID: + Y

”.”m.”a..uu..u...n
ssasssssssss

A1IA112B ABT100 w

‘00 iseg ‘N 'Y -

1269-28.4/2LE - 90909 ODVOIHD ‘Buipjing eze|d piojlieH
00¥8-2G€//19- 01120 NOLSOS ‘198415 YorewAhianieg 09 “auj “09 Aqjo) pue uolawe)

eessoocscse

AEESROBRHOD S
00000

“““nb LTI T
00000¢ 0000

087 1-992/70v - 92€0€ VLNV LY “3'N ‘PeoY 8aiyoead Ovee

HILV.LS (LSY1AH

ANVIWOD AON

‘'ssauisng aoueinsuley pue asodind



Covered for life

Periodic payments
serve a threefold
purpose: the
expeditious settlement
of personal injury
claims, the

minimizing of costs
and the guarantee of
financial security to
the injured party.

6>1
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Structured settlements

By Kenneth K. Keene
and Robert J. Ross

6 6 A IR crash kills mother of six"-

II"Surgery leaves man para-
lyzed"-"Drug believed to cause birth
defects"!

These headlines illustrate the haz=-
ards-and costs-of a technologically
advanced civilization. Business has in-
creasingly recognized its responsibil-
ity t6 safeguard against such injuries.

When preventive measures fail, how-

ever, the obligation of those who

"caused" the injury to provide for the
financial security of those who have
paid the price of modern life has been
widely recognized. The structured in-
jury settlement has been advanced as a
viable technique to fulfill this obliga-
tion by serving a threefold purpose:
the expeditious settlement of personal
injury clair*,the minimizing of costs
in the face of ever-increasing jury
awards and the guarantee of financial
security to the injured party.

The annuity is one basic vehicle in
the typical structured settlement con-
cept. The first really major annuity uti-
lization occurred about 10 years ago. A
pharmaceutical company marketed a
drug that was prescribed for expectant
mothers, the use of which during the
first trimester of pregnancy allegedly
resulted in birth defects. In an all-out
endeavor to stem the loss of public
confidence in its drugs and to avoid

unfavorable publicity and potentially

Kenneth K. Keene, afrequent contribu-
tor to Business Insurance, is senior up
and director of Johnson & Higgins.
Robert J. Ross is vp of Johnson & Hig-
gins and has experience in planning
structured settlements.

staggering jury awards, the manufac-
turer opted for voluntary settlements
using annuities as a major element in
negotiations. This minimized the
company's administrative involve-
meht and reduced its visibility in the
settlement. It also resulted in al, faster

disposition of the cases.

TAThile various types of settle-
V V ment payments are appropriate,
depending on the circumstancesofthe
situation, the annuity approach can
pr6tect against certain pitfalls in the
traditional lump-sum cash award and
the trust fund approaches.

The lump-sum cash method has
been attacked asfailing to achieve the
public policy goals underlying such
awards: the financial security ofthe in-
jured claimant. Primarily, this failure
has been, attributed to the inability of
recipients to manage the cash award
adequately.

A recent study shows that 90% of all
majorwindfalls-be they inthe form of
sweepstakes, lotteries or court settle-
ments-has been squandered within
five years! One reason for this, ad-
vanced by one commentator, is that a
"lump-sum settlement attracts merce-
nary friends and relatives, unscrupu-
lous advisers, or such funds disappear
through poor investments and well-in-
tentioned bad advice." And very often
a fee is charged for such advice!

In recognition of the p6tential haz-
ards surrounding cash awards as well
as the increasing size of those awards,
corporations have often resorted to the
trust fund as a payment vehicle. How-
ever, there are certain drawbacks in
trusts that should not be overl6oked

when fashioning a settlement. The

trust must be seeded and monitored to

ensure its adequacy. And it cannot be
assumed that today's high investment
yields will prevail over a 20-, 30- or 40-
year-plus remaining lifespan. As a re-
sult, a goodly amount of claim
management and administration is in-
volved.

By using annuities, continuous pay-
ments can be ensured for life, although
the purchasing power of future pay-
ments may be watered down unless
there are escalations built into the an-
nuity. This removes the uncertainties
the claimant may have about safe-
guarding 6r investing a large sum of
cash. Since annuities cannot be
pledged, assigned or encumbered, the
arrangement is relatively immune
from outsiders' attempts to share.

udges. Jurars.and parfies,a3se-

tion appear receptive to the use of
annuities, in recognition of the finan-
cial protection afforded to the injured
claimant. In fact, some state legisla-
tures have bills pending that require
consideration of an investment fund if
the award for pain and suffering ex-
ceeds $100,000 in personalinjury litiga-
tion.

The decision on whether a struc-
tured settlement should be used must
be made on a case-by-case basis, taking
into consideration all relevant factors,
i.e., the parties involved, the nature and
extent of injury, the amount of dam-
ages claimed,-etc. Attention should
also be given to contingencies, such as
the early death of the claimant. A mini-
mum guarantee, such as 10 years of
payments, might be included.

An acceptable settlement package

may well hinge on inclusion of any or
all of the following elements:

* Lump-sum cash-e.g., payment of
wages lost and medical expenses in-
curred to the date of settlement.

- Rehabilitation account-funds for
remodeling a reiidence, special reha-
bilitation equipment, automobile, etc.

- Attorney's fees-usually deter-
mined through separate negotiation.
The amount is commonly set by"back-
ing in" after all other items have been
valued.

* Income annuity-based on an eco-
nomic appraisal of the claimant's sta-

tus before injury, payable on a periodic
schedule for life or for a certain num-

ber of years.

» Medical annuity-sufficient to
provide for ongoing treatment and fu-
tUl,e medical expense.

- Educational annuity-providing
funds to pay for dependent children's
education and technical training.

» Reserve annuity-a single sum to
grow with interest for restructuring of
income payments, extraordinary medi-
cal expenses or as a death benefit pay-
able to surviving dependents.

If the annyity, contains a residual

ent, procee
can be made payable to the claimant's
beneficiary or the defendant company.
Annuities can be for a normal life ex-
pectancy or, if appropriate, on a sub-
standard impaired life basis.

A planned settlement approach was
used recently inthe case of a California
woman who was left an invalid as a
result of brain damage incurred while
under hospital treatment. Between De-
cember 1972 and the date of the award,

Continued on page 37
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Risk pool questions linger

By Roger Severns. Emmanuel Kalu.

Paul Gronewoller, Barry B. Schweig,
Dan Deines

eceptly.theU.S, House ofRepre-

the Risk Retention Act, by a 332-17
vote. This bill is now being considered
by the Senate, and with the endorse-
ment of the Carter Administration and
powerful supporters like Rep. John
LaFalce (D-N.Y.), it appears it will soon
become law. However, a number of
troublesome questions concerning
H.R. 6152 ought to be resolved before
enacting this particular piece of leg-
islation.

« One stated purpose of this act is to:
"Facilitate the formation and sound
operation of risk retention groups or-
ganized for the primary purpose of as-
suming and spreading the product
liability or completed operations liab-
lity risk exposure of product sellers.”

Yet in Colorado and Tennessee the
means of creating and operating risk
retention groups in the form of cap-
tives and association captives already
exist. For example, small firms in Col-
orado that are members of an associa-
tion that has been in existence for at
least one year can now form risk reten-
tion groups. Moreover, in both Col-

Roger Seuerns is a graduate teaching
assistant at the Universitv ofNebraska
in Lincoln, Neb., and Paul Gronewol-
leT, Dan Deines, Emmanuel Kalu and
Barrv B. Schweig are students in the
department.

Divorced

orado and Tennessee capitalization
requirements allow the use ofletters of
credit,” a device similar to that pro-
posed in HR. 6152.

The experience to date in both Col-

orado and Tennessee is that very few, if
any, firms have attempted to form
product liability and completed opera-
tions risk retention groups. Would the
formation of federal risk retention
groups change things significantly?
. A second stated purpose is to: "Facil-
itate the purchase of product liability
and completed operations liability in-
surance on a group basis."

If a risk retention group, consisting
of 20 or more dissimilar businesses
with dissimilar product liability and/or
completed operation risks, attempted
to obtain reinsurance on a group basis,
the rate it would be compelled to pay
would be a composite of the rates for
each exposure in the group. It would
be difficult to determine if such a
group rate were actually 1gwer than the
combined individual rates each of the

businesses would have paid.

Further, since H.R. 5194 eauires as;

to all members of the group on a pro
rata basis, with no adjustment for the
loss experience of an individual group
participant, some members of the
group could be assessed a fee far
greater than any premium required for
their individual exposures.
Conversely, if a risk retention group
composed of similar businesses with

Risk

Colorado

Retention Tennessee

Act

near-uniform product liability and/or
completed operation exposures ap-
plied for group coverage, it would be
easier to determine if the group rate
were lower than the combined individ-
ual rates. But the problem of some
group members being forced to subsi-
dize the loss experience of other group
members would remain. How do fed-
eral regulators propose to deal with
these problerns?

. The third and fourth stated pur-
poses are to: ". . . promote competition
among providers of product liability
and completed operations liability cov-
erage..." and "... reduce insurance
costs for product sellers.”

Such goals are no doubt related to
the recent past history of sharply in-
creasing product liability premiums. It
may be, however, that "cutthroat”
competition was a factor in the 1974-
1976 product liability "capacity

crunch" and, moreover, may be an im-
portant factor in the periodic cycles of
underwriting losses that plague the in-
dustry. If this is the case, would the
impact of small businesses forming
pools actually bring more underwrit-
ing stability or lower premium rates to
this volatile market?

. A fifth stated purpose isto: ". . . en-
sure the prompt payment of valid
claims made by persons injured by
products.”

T tis certainly desirable that all insur-
1 ers pay valid claims promptly. Un-
fortunately, most product liability
claims are not clear-cut, but rather fall
into a "gray area" where varying
lengths of time are required for equita-
ble claim settlement. Risk retention
groups would certainly not have any
more incentive to pay gray area
claims than would any other insurer, so

execs need risk management

By Henry Salfeld

R ISK MANAGERS whass Rringl:

employers against business risks can,
nevertheless, rarely avoid answering
questions of executives and upper-
echelon employes on some personal
insurance matters. These days hot
topics are insurance problems in-
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Once a husband and wife split up, there's a
question over whether some coverages dis-

solve.

volved in separation and divorce, par-
ticularly with regard to homeowners
and auto insurance policies.

The average homeowners policy
covering a dwelling or apartment and
personal property inside it as well as
personal liability covers the person
named in the policy and husband or
wife, provided he or she is a member
of the named insured’'s household.
Once husband and wife are no longer
members of the same household,
there is a question as to whether the
insurance for the spouse not named
in the policy automatically termi-
nates with the dissolution of the
household or continues until the ter-
mination of the policy. Whenever it
terminates, property and liability of
the unnamed spouse will no longer be
insured.

If, pending divorce, the parties
agree that, for instance, only the wife
should stay in the house owned by
the husband, the homeowners policy
would no longer cover personal prop-

Henry Salfeld was an insurance bro-
ker with Frenket & Co., in New York
since 1935 and has been a consultant
to that firm since 1974, when he re-
tired as senior up. He has written ex-

tensively on insurance.

erty of the wife, her liability for occur-
rences on the premises or accidents
on the golf course. She is an insured
under the husband's policy only as
long as they are members of the same
household.

The situation becomes even more
complicated if the separation and di-
vorce involve hostility between the
two parties and each one tries to
financially hurt the other. A typical
hostile separation case was decided
last year by the New York supreme
court, appellate division.

The husband was the sole named
insured under a homeowners policy
and jewelry floater. After the separa-
tion and without telling his wife, he
cancelled both policies, replacing
them with a fire insurance policy on
the house only. She was left without
insurance on her personal property
when a serious loss occurred. (Sharon
Shapiro us. The Aetna Casualty &
Surety Co.,410 N.Y.S. 2d. 625).

imijlarly, if the husband used t
pay the ffisurance premiim and
stops paying after he leaves the wife,
he can cause the insurance company
to cancel the policy for non-payment
of premium by sending notice to him
as the named insured at the last

known address. The wife loses her in-
surance without knowing it.

In another situation, the spouse
named as an insured requests the in-
surance company to eliminate the
name of the other spouse and his or
her property from the policy. Rightly
or wrongly, this request is frequently
followed in a routine way without
notification to the party whose inter-
est is affected.

Under a family automobile policy,
presently in effect in New York and
until June 1 in New Jersey, and the
personal auto policy, approved in
many other states, coverage for liabil-
ity and physical damage is provided
for the named spouse and husband or

wife "if resident of the same house-
hold." Once they stop living in the
same household, the spouse who
might use the car owned and regis-
tered in the other's name is no longer
insured for the consequences of an
auto accident. A typical example is
the case in which several family cars
are registered in the wife's name and
the husband continues to use the
same car after the separation.

Due to the different wording under
the family and personal auto policies,
there is a question whether coverage
continues after dissolution of the



how could federal regulators better in-
sure prompt payment of product liabil-
ity claims?

- A sixth stated purpose is to:
". . . reduce the outflow of capital and
premiums to offshore jurisdictions
which have been attracting captive in-
surance c6mpanies of United States
parent corporations.”

In the past several years, captives
have been formed in many offshore
jurisdictions, primarily for two rea-

sons: (1) an advantageous regulatory

environment, e.g., reduced reserve re-
quirements, and (2) favorable tax rules,
specifically, the U.S. Internal Revenue
Service classifies offshore group cap-
tives with 10 or more members, each
controlling less than 10% interest in the
captive, as non-controlled foreign cor-

porations.

This.means potentially.sigoificant

strong incentive for offshore captive
formation. Since H.R. 6152 apparently

does not create a situation more advan-

tageous to potential pool participants,
how then can it reduce the use of off-
shore captives?

. Finally, an implicit purpose is to:
"... regulate, directly or indirectly, the
formation or operation of approved
risk retention groups with respect

to... product liability or completed

operations liability risk exposure of

their group participants.”

This implies that the captive laws of

Colorado and Tennessee would be pre-
empted with regard to product liability
and completed operations. If the fed-
eral government wants to pre-empt
state regulation, either just for product
liability and completed operations or
for a broader range of exposures, is the
piecemeal approach exemplified by
H.R. 6152 really the best procedure? .

To avoid losing coverage for separated spouses,
it pays to issue polides in both names

household if the owner of the car per-
mits the other spouse to continue us-
ing the car still registered in his name.
These are some of the complica-
tions resulting from separation and
divorce. To avoid them and others it
is, therefore, advisable to issue poli-
cies in both names. When separation,
legal or not, is impending, both
spouses should discuss the continua-
tion of their property and liability in-
surance with their brokers, agents or
lawyers, arrange for the separation of
their interests under existing policies
and the issuance of new ones to take
care of the change in exposures.
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Financing losses via insurance
places heavy burden on buyer

By Hector Weinstein

The hidden cost of Nsurance is Re:

ultimately placed upon the consumer,
but at a price which, because of its in-
flationary nature, hurts everyone.

Premiums - Claims + Recovery
Performance

This formula, so familiar at times of
negotiating new rates, does not reveal
the "load factor” so carefully veiled in
order to avoid "scaring the prey."” Nei-
ther does it reveal the real culprit that
unleashes the power of such factor,
namely claims, or rather, poorly recov-
ered claims, plus overinsuring in order
to protect profits.

It is very difficult for those who are
directly prejudiced as a result of loss or
damages not to revert'to underwriters
in order to recover them. But what lies
behind the curtains, carefully veiled, is
the fact that utilizing the insurance
companies to "finance" our losses, or
rather our profits, can prove onerous.

The vicious circle starts with a good
purchase. Let's use for this example
coffee bought at $1.58 a pound in Janu-
ary for shipment in February. At the
shipment's arrival the sound market
value is $2.17 plus 10%, totaling $2.39.
The resulting spread of 81 cents can
become a nemesis for both insurer and
policyholder.

Let's assume that 150 bags were not
delivered. That would result in about
20,175 pounds at $2.39 or, $48,218.25,
while the CIE value claimable from
ocean carriers may turn out to be about
$1.61, or $32,481.75, a difference of
$15,736.50. That isn't peanuts.

One can easily see from this example
that if many claims turn out during the
yearly period, and several claims of

Hector Weinstein is director of the in-
surance and claims department of Im-
perial Commodities Corp.in New York.
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Profitable plan

Write your policy to share profits with your
underwriters, says Hector Weinstein.

this type are among them, a negative
performance will result. This will ob-
viously call for an increase in the rates
in order to bring the performance back
into the black.

At this point, the underwriters must
carefully present their case in order to
avoid scaring the policyholder and pro-
voking him to move to another under-
writer, leaving the insurer with a net
loss. A good underwriter will very in-
telligently present the statistics to the
policyholder and call for understand-
ing and assistance in order to eliminate
the loss status in its performance.

Using again a hypothetical case, it

will look like this:

Premiums - Losses +

Recoveries = Performance

or
1,000,000 - 2,000,000 + 1,200,000
200,000

One will then say, "Ok, you had a
profit of $200,000, we are ok, right?"
Wrong. For the actual calculations will
show a different picture, and the wise

underwriter will present it thus:

Structured settlements fil

Continued from page 35

she had incurred medical expenses in
excess of$500,000. She was awarded $5
million. The settlement provided ap-
proximately $2 million up-front
money, with the balance in payments
of $63,000 per annum for the cost of
future medical care estimated to be in
the millions. Data regarding the cost of
the annuity is not available, but cer-
tainly the purchase price was much
less than the $3 million balance from
the gross award.

Similarly, a recent lllinois malprac-
tice award was made to a brain-dam-
aged child in the form of an annuity
that could pay out more than $4 million
over a normal life expectancy period.
The child was awarded a lump sum of
approximately $600,000 and a lifetime
annuity that cost $600,000. Inciden-
tally, the insurer's limit of liability was
$2 million.

Certainly the benefit to the corporate
defendant and/or its insurer cannot-

and should not-be overlooked. The

annuity settlement may substantially
reduce the cost of achieving financial
security and independence for the in-
jured party, while at the same time
making more than adequate provision

therefor.

ne hepefitiothe claimant:

role in negotiation efforts-is the favor-
able federal tax treatment of the an-
nuity. Under Section 104 (a) (2) of the
Internal Revenue Code of 1954, a
claimant may exclude from gross in-
come the amount of any damages re-
ceived as a result of bodily injury.
However, tax liability would be in-
curred on any income produced by the
investment of the lump-sum award in
an income-producing scheme. Very of-
ten, a lump-sum award for future dam-
ages is discounted to present value to
take into account the income to be
generated by its subsequent invest-

ment.

The amount of the lump-sum award

1,000,000 Premiums
2,000,000 Losses
600,000 Overhead cost

(1,600,000
1,200,000 Recoveries

(400,000) Net loss

Do you now see the picture? The ap-
parent profit becomes a net loss.

How can this be? Granting that the
load factor may vary in direct rela-
tion to the amount of premiums and
losses, the explanation is obvious. It
does cost the underwriters to handle
your claims, therefore the overhead ex-
penses plus a reasonable percent for
profit usually turn out to be about 30%
in the $800,000 premium bracket.
Therefore, it costs underwriters $1.30
for each dollar paid in claims.

The truth is, however, that it costs
you 30 cents for each dollar you collect.

It is a question of cash flow and for
your expert financiers to decide
whether it is really profitable to pay
that kind.of interest to protect your
profit, not your actual losses.

Then what is the purpose of insur-
ance? The purpose of insurance is to
protect you from a catastrophe and to
promptly recover the necessary cash to
keep operating after actual losses. To
try to make a profit utilizing a loss in
order to get back some of the money
paid in premiums to underwriters is a
mirage and it usually boomerangs in
the way of higher premiums.

The ideal is to keep your losses to a
minimum and to write your policy in
such a way as to be able to share profits
with your underwriters. In that way,
you are protected in case of a major
loss at a reasonable rate.

My suggestion is to delve into this
magnificent subject and determine,
with the cooperation of your insurance
broker, which is the best plan. .

needs

plus the estimated future income to be
generated by its investment represent
the total amount of awarded damages.
This means, in effect, that a portion of
the claimant's damages is taxable!

By contrast, as held in Revenue Rul-
ing 79-220, if the defendant or its insur-
ance company simply promises to
make a series of payments to the in-
jured party and retains exclusive con-
trol over the annuity contract, the
claimant never has constructive re-
ceipt or economic benefit of the lump-
sum annuity consideration. Thus, the
investment gain is not taxable income
to the claimant or to his estate.

In many instances, the defendant has
a moral, if not legal, obligation to make
an injured party as "whole" as possi-
ble-something dollars alone may
never achieve. By demonstrating an in-
terest in the person via a structured an-
Nnuity settlement-by attempting to
provide for rehabilitation, financial in-
dependence and self-respect-the de-

fendant can fulfill that obligation. -
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Exchange needs direct risks: Execs

By STUART EMMRICH

ATLANTA-Without risk man-
agers' direct business, the New
York Insurance Exchange won't
succeed, a panel at the RIMS con-
ference here agreed.

Reinsurance and foreign risks
alone won't be enough to justify
the hopes pinned on the exchange
by its supporters, they said. Ex-
change rules requiring that domes-
tic risks first be rejected by Free
Trade Zone insurers now bar di-
reet access to the fledgling mar-
kets.

"If we as risk managers want to
market a piece of business in the
free enterprise manner, we ought
to be able to go directly to the ex-
change as we now can to London,"”
argued William L. Hyland, director
of insurance for General Tele-

phone & Electronics Corp.

The barrier will prove coun-
terproductive to the exchange, Mr.
Hyland said, particularly during
the current competitive market
that "doesn't justify the exchange,
at ieast not today.

"l walked past the exchange the
other day and looked in the win-
dow. If | went in, | would have
been the or_ly one there besides the
underwriters,” he said.

If the exchange ever accepts
direct business, risk managers can
benefit, Mr. Hyland added. "The
exchange does offer the insurance
buyer another market to London,"
he said. "And it is bound to be
helped by the current vogue that
has the buyer increasingly want-
ing to meet the underwriter. Itis a
lot easier to get to New York than

(RI,Sy Rep *rt)

to get to London.”

Other risk managers apparently
wonder if they have anything to
gain from the creation of the ex-
change.

"Will it address itself at all to the
daily needs of us out in the hin-
terlands, such as providing an-
cther market for kidnap and
ransom or D&O insurance? Or is it
going to confine itself to increas-
ing capacity and reinsurance?"”
asked one risk manager who at-
tended the seminar.

"It will eventually have to open
itself to such lines as D&O0," said
Andy Barile, a member of the un-
derwriting syndicate formed by
Aneco Group. "It will have to if it

o' nm*um£E££L4 eufr

Getting competitive
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"It will eventually have to
open itself to such lines
as D&O," Andy Barile
says of the New York

Insurance Exchange.

wants to be competitive."”
Kenneth Hecken, senior vp at
Johnson & Higgins, said the ex-
change at first offers a reinsurance
outlet for a risk manager's insurer
that might not be interested in tak-
ing a large piece of kidnap and ran-
som coverage, for instance. But

later the exchange might take di-
rect risks, he said.

"l think you can say the ex-
change will become a significant
third market,” Mr. Hecken said.

Faith in the stability of the ex-
change will have to be established
before risk managers will send
business its way, Mr. Barile said.
"They have to be confident that
the security offered by the ex-
change is the same that is offered
by Lloyd's."”

Unlike Lloyd's unlimited liabil-
ity requirement for members, the
liability of a New York Insurance
Exchange syndicate is limited to
its capitalization.

To cover insolvencies, each of
the 17 syndicates deposited
$500,000 in a special fund and
agreed to put up another $500,000
if the governors request. Also
available is the surplus generated
by 2% o f the exchange's premium
~ <= 1 _a xr w m=— _ -

University offers
home study

MADISON, Wis.-The Univer-
sity of Wisconsin is offering a
three-credit, independent study
course, 560-Risk Management, fo-
cusing on the risk manager's func-
tion in business, risk identification
and measurement fundamentals,
the tools of risk management,
types of insurance contracts and
implementing insurance deci-
sions.

Students, who may enroll at any
time and have one year to com-
plete the course, mail their assign-
ments to the university for
comment and correction by spe-
cialists in the field of risk manage-
ment. The course fee is $68.

For more information, write In-
dependent Study Coordinator, De-
partment of Business and
Management, University of Wis-
consin-Extension, Room 758, 1 S.
Park St., Madison. Wis.. 53706. -

Separate

covergge may
lower lexas

workers’
comp costs.

In Texas, your national carrier's
workers' compensation
Nnsurance rates are the same as
ours, The difference is that,
through the efficiencies of
prompt local service, we were
able to return to our
policyholders over $79.2 million
in 1979 alone through dividends,
premium discounts, and
retrospective savings.

That's why many national
companies place the Texas
portion of their workers'
compensation coverage with
Texas Employers'. Get all the
facts by calling our National
Accounts Division at

214/653-8100.
Texas EmMPLoVeRS,

insuMmance

Dallas, Texas 75221

)

Employers Insurance of Texas:

Texas Employers' Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.

Employers National Life Insurance Co.



Small brokers

rnay-work nest
risk execs say

By JERRY GEISEL

ATLANTA-SmMaillocal brokers
sometimes can provide the best
service to huge multinational cor-
porations, says Fred Molineux,
manager of corporate insurance
for Johnson & Johnson.

"We need surety bonds only oc-
casionaly and then we need them
fast We find the local agent has the
ch,ut t.(. get thejob dorie fast" Mo-
tineux said.

A local agent has a powerful in-
centive to move quickly since
placing a risk for a company the
size ofJohnson & Johnson is a sig-
nificant chunk of business, noted
John W. Gussenhoven, assistant
VP.

In a wide-ranging panel discus-
sion of how companies can get the
most out of their insurance bro-
kers, Mr Moljneux warned of the
dangerofusmg more than onebro-
ker to tap the remsurance market.

Underwriters who keep seeing
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Brokers expect business based
on trust, says Charles Tagman

the same risk presented to them
will er 1 up turning it down, Mr
Moltne,,.: said. "The buyer ends
L ' as the big loser.”

The riok manager should have
brokers submit proposals on how
they would goto themarketifthey
were retained to place a risk, Mr.
Molineux suggested. The risk
manager should select one broker
to obtain the coverage.

Tile irc,zint executive who
deals z: 2 h the risk manager does
not ha. e to be a technical expert.
More important is the account
executive's ability to tap technical
expertise in his firm, he- said.

"The account executiv-e is like
the quirterback for all the re-
sources the broker Is mustering on
behal f ofa chent,” he Said. The at-
..ount e,,ecutive haste understand
the client's product and corporate
philosophy and must translate the
risks' needs lo the brokerage.

Aside from brokeri)gg insurance
and providing loss control ser-
s 'ces, a broker can aid the risk
manaeer in setting up a risk man-
:agetnent manual aid in translating
risk management terms for top
management, said Waller Tomen-
son Jr., vp and senior account
manager for Marsh & MeLennan's
financial 1,3stitutions department

Risk executives can expect bro-
kers to help with safety and loss
control seminars at a risk
manager's comoary, he added

Brokers, in tum, expect a rela»
tionship based on trust, honesty
and consonance with the risk man-
ager, sa:d Charles Tagnian Jr., ex-
ecutive vp and principal
consultantwith Betterley Consult-
ing Group.

One member of the audience
asked what to do if a broker is

hired because of political connec-

RIMS Reportl

tions to senior management razher
than for the quallity of ser,ice.
The panel members said there is
no easy answer. Mr. Tagman sug-
gested that as r.sk management
becomes more sophisticated, a
bigger share of business will be
placed on a what-you-know basis
instead of a who-you-know basis.
The good-old-boy network of bro-
kering insurance is going by the
wayside, Mr. Tagman said.
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More execs opt for tailor-made policy

By SUSAN ALT

ATLANTA-Tailor-made insur-
ance policies negotiated and writ-
ten jointly by buyer and insurer
with the help of a broker may be-
come standard fare in coming
years for sizable risks, judging
from the acknowledged popularity
of so-called manuscript forms

At least one risk manager thinks
manuscript policies are "the only
way to go." But brokers and insur-
ers seem far less ready to admit the
advantages of working out tailor-
made insurance contracts.

"If there's a major risk. there's a
need to define that risk carefully
and underwrite it accordingly. |
don't think standard types of con-
tracts can be adapted to meet the

needs of large risks," George Ster-

RIHS Repoil

ling, risk manager for Burroughs
Ccrp. in Detroit, told Business In

surance.

Manuscript policies may make
the lives of insurers and brokers
more difficult, but negotiating in-
div-dualized coverage is crit.cal in
order to have broad, unquestioned
coverage when losses occur, Mr.
Sterling said. "This is what we
have to do as risk managers to pro-
tect the interests of our share-
holders," regardless of how much

underwriters may balk at the idea,
he said.

' Manuscripting is essential” in
many situations, he said.
Mr. Sterling assumed the role of

Are EPA

Hazardous Waste

Regulations
a Hazard

to Your

Business?

Caution advised

"A simple term to describe

n something isn't as clear as you

devil's advocate, urging wider use
of manuscripted policy forms by
corporate insurance managers at a
controversial discussion among
six panelists at the annual RIMS

c6nference here.

Manuscripted policies are unde-

: think," says William Hahn.

Negotiable coverage
"l do expect a contract which
addresses my legitimate needs,"

says George Sterling.

niably becoming more popular
among corporate risk managers,
said John Derby, vp of special ac-
counts for Royal Insurance Co. in
New York. More than three-
fourths of all his accounts generat-
ing more than $100,000 a year in

If you arearisk manager whose company is in
any way involved with the generation, transporta-
tion, storage or disposal of hazardous waste, you
will be faced with the serious task of complying
with the new EPA regulations expected this year.

CU Risk Management has prepared a sum-
mary report on the technical, legal, economic and
social issues of this subject entitled, "Hazardous
Waste Management: An Overview of the Pro-
posed EPA Regulations and Their Impact Upon
Industry" A special section of this report deals
exclusively with the stringent financial and insur-
ance aspects of these regulations.

You can take advantage of this unique and
timely information by ordering copies today at
$25.00 each. Don't delay-the regulations will be

in effect soon.

Commercial Union

CU Risk Management
600 At antic Avenue
Bostor, Mass. 02210

a divisicn of CU Special Risks

C
U

Assurance

Please send me -copies of 'Hazardous Waste Management:
An Overxiew of the Proposed EPA Regulations and Theirimpact
Upon Industry”

Name

Titlp

Company

AdrirAQR

City

Stpte

El Payment enc/6sed
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0 Bill me later 1

premiums are manuscript, while
virtually none of the policies
smaller than that is tailor-made.
But sometimes manuscript poli-
cies are nothing more than an ego
trip for a risk manager using
purchasing power and leverage to
gain concessions and broad tailor-
made coverage from an insurer,
Royal's Mr. Derby contended.

Nonetheless, "if a policy has a
clutter of endorsements, a manu-
script form might be in order,"” he
conceded.

Robert Wigger, senior vp of
Alexander & Alexander's Detroit
office, sees fewer manuscripted li-
ability policies now than he saw 10
to 15 years ago, although
manuscripted property policies
for larger accounts have become
routine.

The trend toward simplification
of policy wording accounts for the

growth in popularity of tailor-.

made, individually negotiated po-
licies among more sophisticated
risk managers, said William Hahn,
consultant with the George Better-
ley Consulting Group in Boston.

Although Royal Insurance com-
monly negotiates tailor-made cow
erage with its customers, there are
still "some very large insurance
companies that resist very
strongly any suggestion of a manu-
script policy,” noted A&A's Mr.
Wigger.

"There's no point in manuscript-
ing a policy simply to manuscript a
policy," advised Mr. Hahn of Bet-
terley Group."lIfyou can buy a pol-
icy off the shelf that does the job,
do it.”

The worst possible reason to
work out a one-of-a-kind policy
form, he says, is to "get something
covered that the buyer doesn't
want to disclose to the underwrit-
er." His implication was that risk
managers have been known to
swing deals with insurers without
revealing all o f the exposures.

Mr. Sterling of Burroughs
jumped to the defense ofrisk man-
agers who demand manuscripted
policies for property and liability
risks, denying they do it for an ego
trip or to deceive insurers into un-
wittingly providing coverage.

"I'm troubled by some of these
comments,” he fretted. "I hope
you're not suggesting” that most
companies' risks can simply be
stuffed as square pegs into the
round holes of standard forms. In-
deed, Mr. Sterling made it clear he
thinks the opposite is true, that
most companies have unusual
enough and complex enough risks
that manuscript forms are not only
warranted but essential.

"l often wonder, | confess,
which comes first: The risk that
needs to be insured or the printed
words ofthe standard policy,"” said
Mr. Sterling, indicating his disdain
for the insurance industry's reluc-
tance to readily accommodate le-
gitimate needs of commercial
customers.

Mr. Sterling said he was
"squirming"” as he listened to all of
the words of caution from the
other four speakers sharing the
panel with him Over the years, he
said, he has seen many situations



where tailor-mmade policies were
necessary, hardly demanding the
kind of cautious approach being
urged by others.

"l don't expect special treat-
ment from an insurer, but | do ex-
pect a contract which addresses
my legitimate needs. The words
tailor-made are frequently used
and they don't escape my manage-
ment,” Mr. Sterling noted. Bur-
roughs executives have a right to
expect him to negotiate the best
possible tailor-made coverage for
the firm in his capacity as risk
manager, he believes.

There are words used in stan-
dard policy forms that are particu-
larly troublesome, including
"territory," "fire" and "occur-
renee," to name a few, Mr. Sterling
said. Using manuscript forms can
often solve some of these prob-
lems.

If property coverage only ex-
tends to worldwide losses, he illus-
trated, it wouldn't cover losses
involving satellites or space opera-
tions. "It would appear worldwide
coverage is not enough; universe
comes closer to the mark. The fu-
ture use of satellite computers
forces me to think this definition
of territory covered should be
broadened to include more than
our own earth.”

Moreover, he urged,"fire should
be broadened to include friendly
fires.”

"Nobody reallys knows what'oc-
currence' means in a policy," he
contended. "l have extreme diffi-
culty with this.”

The only way to make policy
coverage understandable is to ne-
gotiate a manuscript form, he
added.

Early on in the panel discussion,
however, A&A's Mr. Wigger had
said he prefers to work with stan-
dard insurance policy forms than
with manuscript forms because
standard coverage serves the
needs ofnearly all clients, contrary
to Mr. Sterling's view that stan-
dard forms don't usually do the
proper job.

Standard policies have passed
the test of time and policy concur-
renee and compatibility is en-
sured, Mr. Wigger said. This offers
significant advantages to the
buyer, he argued.

A potential problem with a tai-
lor-made policy is that insurers un-
derwriting excess layers, who are
expected to adopt the language in
the tailor-made primary policy,
will sometimes refuse to partici-
pate in the higher levels of cov-
erage, Mr. Wigger said. They may
decline to follow, particularly if
there are risks covered in the man-
uscript policy that excess insurers
haven't included in their reinsur-
ance treaties, Mr. Wigger added.

Mr. Derby of Royal warned, too,
that if an excess insurance policy
dips down to loss levels that are
too low, insurers could begin argu-
ing over who will pay for losses
when a manuscript primary policy
is present. "It's a good practice to
try and get the primary limits up as
high as possible” when a manu-
script form is involved, he advised
insurance buyers.

Some corporate risk managers
negotiate broader manuscript in-
surance policies than they need,
pushing the premium price up
higher than necessary, warned
Betterley's Mr. Hahn. "Don't
throw in the kitchen sink, just to
throw it in," he urged. "l f you do,
you might be paying too much
money for coverage you really
don't need.”

Although manuscript policies
normally contain a good many
words excerpted from standard
policies, the nonstandard "plain
English" used to describe the cov-
erage often causes problems when
losses arise and claims are submit-
ted, speakers agreed.

"One problem is that a simple
term used to describe something

isn't as clear as you think,"” Mr.

Hahn said. "Sometimes the stan-

dard policy wording has been
tested and upheld in the courts
and is safer to use than simplified
wording that is untested,"” he ex-
plained.

If there's an argument over cov-
erage provided under a tested
standard policy form, any vague-
ness of terms or disagreement will
often be interpreted in favor of the
buyer, forcing the insurer to pay
the claim, speakers agreed. But if a
manuscript policy using unusual
language spurs a legal battle, the
court will more commonly say that
the buyer was negotiating equally
and has no right to the benefit of
the doubt, they warned.

Aside from coverage advan-
tages, the enforced discipline of
having to thoroughly read and re-
view the manuscripted policy
form on a regular basis is a good
reason by itself to negotiate non-
standard coverage, contended Mr.
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Know reinsurer on high limits: Panel

By KATHRYN J. McINTYRE

ATLANTA-If you're buying
more than $10 million of coverage
from an insurer with less than $400
million in surplus, investigate the
reinsurance behind your policy,
advises a reinsurer.

"Gauge the reinsurance to gauge
the viability of the program in the
future,” suggested Tom N. Kel-
logg, senior vp of General Reinsur-
ance Corp.

Reinsurance is more important
to the risk manager today, Mr. Kel-
logg told a seminar on reinsurance
at the RIMS conference here.
"Reinsurers are carrying a larger
load with increased values and
limits."

An insurance company is liable
for claims even if its reinsurer

doesn't cover the loss, Mr. Kellogg

noted. But ifa company writes too
large a limit for its surplus position
and its reinsurers don't pay for a
loss, the risk manager may }Se left
holding the bag, Mr. Kellogg sug-
gested. Checking the reinsurers
behind smaller insurers issuing
large limits is good risk manage-
ment.

If Lloyd's of London is the rein-
surer, rest assured the loss will be
paid, said Robin A.G. Jackson,

nonmarine underwriter for Mer-

rett Dixey Syndicates at Lloyd's.

In a strong defense of Lloyd's
against detractors who point to
current loss problems with the
Sasse Syndicate, Mr. Jackson told
the seminar: "There are 18,500
members ofLloyd's; there are only
108 members of Sasse. VWhen

American Reserve and Allstar

RIMS Report

went out ofbusiness in the U.S., no
one suggested The Travelers
would," he snapped.

Risk managers should be con-
cerned about who is reinsuring
their account, Mr. Jackson agreed.
Ilustrating that reinsurers do try
to bow out on claims payment, Mr.
Jackson recalled that a one-time
small reinsurer for Merrett Dixey
is now refusing to pay a loss.

"They say they are no longer in
the reinsurance business,” Mr.
Jackson said incr#dulously. He in-
tends to sue the German insurance
company for payment on principle
even though the money at issue is a
small amount.

Every underwriter today is

Solidarity
Stability
Integrity

Behind the scenes

Reinsurers are carrying

a larger load with

increased values and

limits, says Tom N.

Kellogg, senior vp of

General Reinsurance.

courting financial problems by un-
derwriting risks at inadequate
rates, Mr. Jackson continued. In-
vestment income projections are
pushing premiums way too low for
good underwriting, he fears.
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Cosmos Management Services Co., an lllinois corporation
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Business accepted through specifically qualified surplus line brokers

"Let's get back to basics in un-
derwriting,"” Mr. Jackson pleaded.

The lead underwriter for almost
all directors and officers liability
insurance and most bankers blan-
ket bonds at Lloyd's revealed
some of what he considers basic to
underwriting.

Before agreeing to underwrite a
risk, Mr. Jackson asks how long
the company was with its previous
insurer, how long it has been with
its broker and how long the risk
manager has been in his job. Mr.
Jackson says he is looking for
long-term relationships and an-
swers to these three questions in-
dicate how long he can expect to

insure a risk.

Risk managers considering a
foray into the reinsurance busi-
ness were also cautioned by the
panelists against big expansion in
the current low-priced, highly
competitive market.

"There is always room in the
reinsurance market for a strong,
respectable company, provided
management is committed for the
long pull,” observed Robert Hod-
son, chairman and chief executive
o fficer o f the reinsurance interme-
diary G.L. Hodson & Son Inc."But
right now there are more pitfalls to
trap a novice in this soft market."

Mr. Jackson offered: "There's no
doubt that if you enter the interna-
tional reinsurance market today,
be prepared to enter very slowly
and be prepared to lose a lot of
money."

Noting that 45% of Merrett
Dixey's business is reinsurance,
Mr. Jackson conceded his warning
probably sounded as though he
were trying to protect his own turf.
But he stressed that anyone get-
ting into the reinsurance business
had better be committed to staying
in the business.

"If you do it for taxes or because
everyone else is, you'll get your
head handed to you," he said. -
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In many ways California is the most active
and progressive insurance state in the union.

Many regulatory innovations have created
a climate conducive to healthy competition
as well as readily available coverages and
services, making it easier for risk managers,
their brokers and agents to transfer risks and
protect their companies' workers and assets.

Highlighting and analyzing the California
insurance and services market, the editors of
Business Insurance will present the readers
of the weekly newsmagazine with an up-to-
date package of information that will include
reports and interviews such as:

e The active California excess and surplus
market;

» Special characteristics of the California
brokerage community;

« The huge commercial insurance market
in the state and how it is regulated by a tough
and well informed regulatory department;

- An analysis of the fastest growing
commercial insurance buying areas of the
state along with a score

card of the leading brokers
and underwriters in these

areas;

business
iNsurance

A special section in the June 9 issue of Business Insurance

« The state of competition among agents
and brokers in California and how this com-
pares with other states around the nation;

* Views of risk managers and other com-
pany insurance buyers regarding the quality
of services available to them from in-state
and out-of-state headquartered suppliers.

If California is your market, or part of
your market, the special section in the June 9
issue represents an outstanding advertising
opportunity to register your presence in that
state with a dominant message which will
reach the largest and most influential audience
of risk managemen#employe benefits execu-
tives along with the thousands of agents,
brokers and service organizations who cater
to their needs.

There's no other publication which affects
insurance markets as deeply as Business
Insurance.

Closing date for advertising in this special
California Market Report Section is May 19~*.
For more information, contact Don Walsh,
Advertising Sales Director,
212/986-5050 or write to
one of our sales offices

listed below.

*ROP advertising closing date: May 28.

A PUBLICATION OF CRAIN COMMUNICATIONS INC.

New York: 708 Third Avenue, NY 10017 (212) 986-5050 Chicago: 740 Rush Street, IL 60611 (312) 649-5275 Los Angeles: 6404 Wilshire Blvd., CA 90048 (213) 651-3710
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Fund dividends

The Associated Industries of

Florida Self-Insurers Fund will

National health insurance

—omerneconae SO @K UP ON law, benefit execs told

of less than 70%. The fund was
started in April 1978 with 16 com-
panies and has grown to 560 firms

paying annual premiums of $11.8
miillion,

CLAIM MANAGEMENT

SERVICES
RISK MANAGERS/CAPTIVES/REINSURORS

casualty reserves - major case -
audit/review - program analysis
= contract adjusting analysis -
- self-insured - aggregate cow
ers - experienced in Fortune 500
claim programs

John J. O'Connor
B.A.,LL.B., 1.1.A
Consultant
11 Patrick Lane
Wilton, Connecticut 06897
Phone: (203) 762-9564

) 7. , a Thapls, you faryourintersst. during the

By KATHRYN J. McINTYRE

ATLANTA-Confronted with
the inevitable adoption ofnational
health insurance and more laws
governing employe benefit plans,
benefit managers must speak up
and shape the laws, advised two
speakers at the RIMS conference
here.

"We're going to have something
passed called national health in-
surance in the relatively near fu-
ture,"” said H. Michael Schiffer,

Be heard

"Take the time, describe your con-

cerns. They'll listen," says Theresa
Stuchiner.

VWhere full sernce
means more than just
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At USCC full service means:
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thinking that makes Underwriters Sal-

vage Company the major loss recovery
service in the world. With offices 10-

Computer reports that document
performance
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High net recovery dollars
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always ready to assist you. Professionally.

It's all part of Underwriters Salvage
Company's full service package. Any-
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24 Hour Service Number: 312-437-8181
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director of group insurance/gov-
ernment relations for Connecticut
General Life Insurance Co.

Corporations can sit back and do
nothing about NHI and risk being
saddled with a bad program or
they can help shape NHI into a
workable form at the risk of con-
tributing to the momentum to cre-
ate NHI, Mr. Schiffer said.

"To do nothing is the bigger
risk," he contended.

National health insurance is sure
to require corporations provide
coverage for more people for more
things, Mr. Schiffer noted. The law
will probably require shorter wait-
ing periods for coverage and
longer extensions for coverage af-
ter employment ends.

Mr. Schiffer detects a willingness
among congressmen to allow the
insurance industry to maintain re-
sponsibility for health insurance
rather than putting the program in
the hands ofonly the government.
That insurers are winning this
fight shows "we can all do some-
thing in this area," he said.

Theresa B. Stuchiner, partner at
consultant Kwasha Lipton, urged
benefit managers to individually
speak out on issues affecting bene-
fit plans and not rely solely on um-
brella organizations to present
their views.

"Take the time, describe your
concerns. They'll listen," Ms. Stu-
chiner said in advising benefit
managers to get to know congres-
sional staffers.

Predicting that tax law will be
changed to allow employes tax de-
ductions for contributions to pen-
sion plans, Ms. Stuchiner
challenged the audience: "Your
role is to getthem to do it simply."
Without guidance from the benefit
community, the deduction provi-
sion could be unnecessarily com-
plicated, she suggested.

Other changes in benefit regula-
tion predicted by Ms. Stuchiner

are:

= Use of tax incentives to ac-
complish social objectives such as
granting employers a tax credit for
subsidizing the cost of employes’
mass transit expenses.

- Phased-in increase in the So-
cial Security benefit age to age 68
and changes making benefits more
equitable for working women.

- Increased efforts by state reg-
ulators to control benefit programs
such as benefit continuance in

Planmnt closimngs. .

Parents sue

Syntex Labs

GLENVIEWV, Illl.-Syntex Lab-
oratories of Palo Alto, Calif., is be-
ing sued for $32 million by a couple
here who claim their infant son
suffered substandard develop-
ment by using a milk substitute
manufactured by the firm.

The plaintiffs, L. J. and Kathleen
Petrillo, claim their son Michael
suffered chemical imbalance and
weight loss while taking the for-
mula called Neo-Mull-Soy, de-
signed for milk-allergic children.
The child has suffered nutritional
deficiencies and retarded muscu-
lar and nerve control as a result of
drinking the formula, they charge.

The Food and Drug Administra-
tion induced a recall for the drug
last August.

Syntex says it is self-insured for
its primary product liability risk
and has excess coverage, but won't
releaase details . -
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Acquisition, liquidation
force new D&O plans

By KATHRYN J. McINTYRE

ATLANTA-When your com-
pany begins thinking about an ac-
quisition or merger, a spin-off or
liquidating a company, move
quickly to realign the directors
and officers liability insurance
program, advises a D&O expert.

When two companies start talk-
ing about a merger, neither com-
pany has high enough limits on its
D&O policy, says Jake Page, se-
nior vp of J.H. Blades & Co. Inc.

If the risk manager doesn't seek
higher liability limits before the
definitive agreement is issued, he
or she won't be able to buy any ad-
ditional D&O insurance, he warns.

But if the risk manager seeks
higher limits before the definitive
agreement is issued, "Your
chances are greater of getting the

limits because no one is sure it will

go through,” Mr. Page told a RIMS
seminar here.

The problems of D&O insur-
ance in merger, acquisition and
bankruptcy proceedings will be
dumped in most risk managers’
laps in the coming decade, pre-
dicts Edward G. Weiss, vp-risk
management and compliance at
City National Bank of Detroit.

"You will all be involved in some
form of sale or acquisition,” Mr.
Weiss said. Tight money markets
are forcing companies to think
about selling off operations to se-
cure needed cash, he said.

Risk managers whose compa-
nies are beginning a corporate re-
structuring now are in perfect
position to negotiate the needed
D&O insurance, Mr. Page con-
tends. Competitive insurance mar-
kets offer the risk manager the
solution to any D&0 exposure, he
says, provided the risk manager
doesn't wait until the eleventh

hour to buy the insurance.

Three types of corporate re-
structuring present the most D&O
exposures, Mr. Page said. In addi-
tion to acquisitions, liquidating a
company and acquiring one's own
stock present big D&O risks, he
said. Stockholders unhappy with
the proceedings may sue.

A risk manager will need to rear-
range D&O insurance programs
to:

= INncrease limits of liability
without excluding the proposed
activity from the coverage.

= Maintain continuity of cov-
erage for new and previous direc-
tors.

= Use the discovery clause effec-
tively.

= Continue prior acts coverage
for directors and officers ofthe lig-
uidated corporation.

- Secure prior acts coverage for
the surviving entity.

= Secure liability insurance for
the trustees of a surviving trust

= Buy new insurance for a spin-
off company.

- Develop a proper termination
notice.

Facing a merger, the risk man-
agers of the merging companies
should confer on which D&O in-
surer would provide the best cov-
erage after the merger, Mr. Page
advised.

If the risk manager for one com-
pany detects that the risk manager
for the other company won't coop-
erate on creating full coverage, the
risk manager should go to senior
management, Mr. Weiss advises.
Satisfactory cooperation on insur-
ance matters can be demanded in
the merger negotiations, he said.

When canceling one of the D&O
insurance policies, the risk man-
ager rnust be sure he or she has

RIm Report

notified the insurer of any circum-
stance that might produce a claim,
Mr. Page stressed. A careful study
of all outstanding lawsuits, even
those that don't name a director or
officer, is necessary to determine
what the insurer should be told
about in a termination notice, Mr.
Page said. Claims that weren't dis-

cussed but turn up after the ter-
mination Nnotice could be

uninsured.
Capitalizing on the competitive
insurance market, a risk manager

might even be able to buy a discov-
ery contract when canceling a
D&O policy, Mr. Page noted.

A discovery clause provides that
if an insurer cancels or doesn't re-
new a D&O policy, the buyer has
the right to continue the insurance
for a period of time for additional
premium to look for additional
claims. This clause doesn't apply

when the policyholder is canceling
thhe comntracts. -

Big risks

Corporate restructuring causes
D&O liability problems, say Jake
Page (left) and Edward Weiss.
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Borden promises to fight HMO law

Continued from page 14

others," and this all-or-nothing of-
fer is based on the same principle,
he said.

The union would also be bound
to the HMO agreement for the
length of the contract, which at
Borden would usually be three
years, he tells the union.

Borden also spells out for the
union that if the HMO folds, the
union must have secured alterna-
tive health care, hopefully another
HMO. If the union members want
to come back to the company's in-
demnified plan, it is going to cost
additional money, he said, sum-
marizing the points laid out for the
bargaining team.

Playing tough

"Usually the idea of an HMO is
dropped at this point,” Mr. Kairis
told the audience.

Although Borden is tough if an
HMO wants to activate union em-
ployes, it is equally tough about
HMOs for nonrepresented em-

ployes, Mr. Kairis said.
Borden demands the HMO al-

lows employes full access to all
medical records. Moreover, the
employer must be allowed to in-
spect those records if there is a dis-
pute over a disability claim filed by

Compe

Continked Bum page 14

from the all-risk property policy
exclusions oflosses related to elec-
trical injury, mechanical break-
down and boiler explosions, Mr.
Barham advised.

Property markets are likely to
remain highly competitive into
1981, Mr. Barham predicted. "The
market right now is excellent, very
soft. | don't see any hardening” in
coming months because of unused
available capacity, he added.

License B-137

an employe.

The HMO must also sign a hold-
harmless agreement freeing Bor-
den from responsibility in case an
employe finds out a benefit he ex-
pected to be offered by the HMO is
not available.

Borden also requires HMOs to
specifically define service areas by
zip codes, to draw up a contract
that conforms to federal-rather
than state-laws and limits the
open enrollment period to a spe-
cific number of days.

"Borden complies with the letter
of the law and goes no further,”
Mr. Kairis said.

But other Apeakers on the panel
said Borden may not be going far
enough, suggesting that Mr. Kairis
take a closer look at the federal
HMO regulations.

"l am aware o f the regulations,”
Mr. Kairis responded, "but they
are in direct conflict with the
NLRB."

Borden has a specific reason for
its unenthusiastic response to
HMOs, Mr. Kairis said: the need
for cost control.

"Under our indemnified plan,
we pay all claims aggressively. We
pay them quickly when they are
valid, usually within three days,"
he said. "But we also deny them
aggressively."

ition spurs innovative p

"The property markets will
probably tighten up sometime, but
in the meantime, we try to get as
broad a form as possible,” he
noted. By negotiating broad cov-
erage now, the coverage will re-
main very broad when rates began
rising, he reasoned.

Layered approach

More commonly used as a tech-
nique to cut property insurance

INFFRepsnt,

"We now can test disability
claims when submitted. We have a
big, fat file on the employe that
would show us if he is going to a
doctor or not," he said. But that
element of control would most
likely be lost under an arrange-
ment with an HMO, he worries.

Other speakers on the panel,
generally more amenable to hav-
ing employes join an HMO, said
they also had doubts about the
cost-effectiveness of using these
organizations. They are especially
wary of HMOs using these advo-
cates' arguments that so-called
preventive medicine will save sub-
stantial health care dollars.

Sole supporter

Even HMOs will admit that pre-
ventive medicine is not all that ef-
fective. "Where they save their
money is in reduced bed-days,"”
said Irwin Brand, director of com-
pensation and benefits for United
Ailirlines.

Ken Morrissey, employe benefit
manager of Chicago-based FMC
Corp., alone argued in favor of
HMOs. Hospital bed-day savings

tosts, Mr. Barham said, is the lay-
ered approach to property insur-
ance. HPR insurers will agree to
participate in the primary all-risk
layer of insurance, something they
previously had refused to do.
With this development, policy-
holders are able to obtain neces-
sary engineering services for HPR
risks from HPR insurers-mainly
Industrial Risk Insurers, Factory
Mutual System and Kemper-
formerly purchased from brokers

Lone advocate

"You can't dispute the

figures on bed-day

savings," Ken Morrissey
argues in favor of HMOs.

are exactly why HMOs should be
encouraged, he contended.

"You can't dispute the figures
on bed-day savings. One-half less
bed-days is a real cost savings,"”
Mr. Morrissey said.

FMC Corp. expects to save about
$600,000 on its health benefits this
year because of employe involve-
ment in HMOs, he said. Of the 26
HMOs that have come to the com-
pany, 22 offer lower premiums
than the firm's fee-for-service-
plans.

About 22% of FMC employes at
locations where HMOs are availa-
ble have opted to join them, Mr.
Morrissey said.

United Airlines' Mr. Brand con-
ceded his company offered HMOs
only because of the federal
government's position and be-
cause unions have pushed for.

and other outside service sup-
pliers, Mr. Barham noted.

Use of layered property pro-
grams is far from universal among
larger commercial insurance buy-
ers, but they are becoming widely
used because of significant cost
savings, he said. These programs
usually consist of an all-risk pri-
mary layer of property insurance
with limits of $1 million to $5 mil-
lion over a deductible, topped by a
difference-in-conditions and man-

Making the 80's Work for You.

pecialAssistance

serviceworksany
wayyouwant.

Whatever your special assistance needs, Brown
Brothers Adjusters is the specialist to meet
them. From temporary help to partial investiga
tions to full-time professional problem-solving
on special risks and self-insureds. Call Brown
Brothers Adjusters - we're the specialist that

works the way you want.

Brown Brothers Adjusters *

Home Office: 5645 Sansome Street, San Francisco, CA 94111 - (415) 392-2825
TELEX: San Francisco - 34-472 - Honolulu - 63-4266 - Los Angeles -67-234

them. He has seen only one HMO
that has proved cheaper than the
company's own benefit plan-the
Kaiser HMO, San Francisco.

Going to HMOs has cost even
more than the higher price.

"Be prepared to add additional
staff,"” Mr. Brand told benefit man-
agers who may soon be offering
HMOs. "We had to add one staff
person just to handle our HMO
business. We have also spent about
$200,000 in the past three years
modifying our data base to accom-
modate HMOs.™

FMC's Mr. Morrissey warned
benefit managers not to take too
gloomy an assessment of HMOs
away with them, however.

"We don't go out and say HMOs
are a panacea to the problems we
have, but there are some good
things about them," he argued. .

olicies

ufacturers output layer of insur-
ance, accompanied by an HPR na-
med-peril policy layer extending
to very high levels. Top limits for
the DIC part of the program typi-
cally are anywhere from $5 million
to $15 million.

“There are sizable decreases in
costs" that can be achieved by us-
ing these programs, Mr. Barham
said. Among the advantages he
enumerated are the opportunity
to obtain better credits for deducti-
bles and *liminating engineering
costs on the bottom layer by con-
tracting for these services on a pur-
chased basis.

Companies are able to reduce
their property rates to about 4
cents per $100 in insured values,
for example, from 6 cents per $100
value with a layered program, Mr.
Barham said.

"It is not unreasonable,” he
added, to expect to be able to pur-
chase DIC limits in a layered prop-
erty program of$50 million to $100
million "at a very low cost in
today's market There's a lot of ca-
pacity out there.”

Blanket limits

A buyer normally needs to be
able to offer $200,000 or more in
annual premiums to make a lay-
ered program work. Risk man-
agers whose companies pay as
little as $100,000 a year are begin-
ning to negotiate these programs
with insurers.

It's best to buy blanket limits in a
layered property program, Mr.
Barham said. "In the HPR world,
normally it doesn't cost you any
more to buy blanket limits than it
does to buy per-location lin*ts."
Blanket limits apply to a total
property and/or business interrup-
tion loss regardless of local values
or scheduled output.

A significant advantage o f a lay-
ered program is the ability to use
uniform blanket deductibles for
every loss, instead of separate de-
ductibles necessary under tradi-
tional property programs for
losses on protected properties ver-
sus unprotected properties, Mr.
Barham pointed out. "But you can
have problems with the layered

approach if you don't have sepa-
rate fire and DIC limits."” a



Privacy law violations

Transborder data flow

holds new liability risk

By KATHRYN J. McINTYRE

ATLANTA-A new risk is lurk-
ing on the international horizon for
multinational corporations that
process information: transborder
data flow liability.

Moving information across na-
tional borders abroad is poten-
tially so risky that at least one
insurer contends there should be a
separate transborder data flow or
TDF liability insurance policy.

Moving information about the
citizens of one country to another
country may violate privacy laws,
warns John R. Cox, president of
Insurance Co. of North America.

Violating privacy laws not only
puts the multinational corporation
in danger of run-ins with foreign
governments but also leaves the
company open to liability lawsuits
charging violation of privacy, he
warns.

"There is latent danger that a lia-

New headache

"We began
bumping into a

whole series of

new privacy

laws," says
John R. Cox.

bility suit may emorge which is the
result O1'TDF and which could be
the foundation of' an entirely new
6xposure,”"” Mr. Cox told attendees

of a seminar at the RIMS confer-

ence held here April 14-18.

INA is so concerned about the
potential for invasion of privacy
lawsuits that it argues TDF ought
to be excluded from general liabil-
ity insurance policies and covered
under a separate policy.

Currently, losses suffered in an
invasion of privacy lawsuit would
be covered under the general lia-
bility insurance policy, John
Morrison, president of INA Spe-
cial Risks, told Business Insur-
alice.

"But we ought to charge for the
coverage," Mr. Morrison contends.
One or two cases of liability for
TDF operations and "it will be ex-

cluded," he predicts.
INA discovered the risk inherent

in TDF when it decided for effi-
ciency to collect and process in the

Awards program

The Chicago chapter ofthe Society
of Chartered Property & Casualty

-TTT Report

U.K. all information about its

European operations.

"We began bumping into a
whole series of new privacy laws
which limit and/or prevent the
transfer of much of this data be-
yond the country of the citizens to
whom it pertains,” Mr. Cox said.

The privacy laws, which vary
from country to country, are in the-

45-p

ory designed to protect citizens'
privacy. But in many cases they
are "actually designed for reten-
tion of jobs and fostering indige-
Nnous industry information
processing," Mr. Cox said.

TDF is important not only to in-
formation processing firms but
also to all firms that process infor-
mation, Mr. Cox contends. "The
multinational firm is a fiduciary of
information and each must decide
how to best handle the risks asso-
ciated with this role," Mr. Cox ad-

T~ e -e—— ——u _ —
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Small airlines protest CAB liability rules

Continued from page 1

The agency says higher limits
are necessary to protect the public
and ensure citizens will be ade-
quately compensated for injury
and loss of life in an air accident.

Air service operators counter
that they can't afford to buy more
insurance.

Paul G. Newby, president of
Flight Line Inc. in Belgrade,
Mont., says his insurer, INA, pro-
jects his annual premiums will in-
crease $11,200 if the rules take
effect. If the CAB holds insurers
liable for policy violations, pre-
miums will soar, Mr. Newby said.

"The propensity of government
is for doing the absolutely worst
thing at the worst time.” he told
Business Insurance. "Under the
current inflationary pressures, this
is absolutely the wrong move.
When things are bad, why should
the government make things two
times as bad?"

Detrimental effect

Another firm, Tri-State Services
Inc., of Dubuque, lowa, says its in-
surance costs will rise 40% to 75%
over the $25,000 in premiums it is
paying. "We believe that such a
large cost increase would have a
very definite detrimental eco-
nomic effect,” Terry L. Hudik, Tri-
State president, wrote CAB.

Mr. Hudik suggested that the
CAB adopt a single liability re-
quirement of $1 million for aircraft
holding nine or fewer passengers in-
stead of the $2 miillion requirement
for all small aircraft. This would
make it easier for operators of one-

or two-passenger aircraft to bear
the increased insurance costs.

a workshop on

risk management
administration

July 16-17, 1980 Indian Lakes Resort,
Bloomington, lllinois
July 29-30,1980 Silverado,

INapa, California

August 5-6,1980 Sugarbush inn,

Some of the air services also
took issue with the proposal to
spread the insurance require-
ments to large and small airlines
alike.

One critic stated that small, on-
demand air carriers that fre-
quently carry no more than one
passenger should not be compared
with larger commercial airlines be-
cause the insurance requirements
are different. "Many users of on-
demand air-taxi services ask for
and are provided with certificates
of insurance that meet those spe-
cific requirements sought by the

consumer,” said Jack K. Daniels,
president of Servair Accessories

Inc. of Williston, N.D.

Sore spot

"The public currently accepts
the difference between on-de-
mand and scheduled carriers fly-
ing any size aircraft. They are
capable and understand the need
to seek insurance in those
amounts required to provide cov-

erage to the extent desired,” he
said.

CAB's contention that the
higher limits are necessary to ade-
quately compensate the public for
losses is also a sore spot with com-
muter air operators. They argue
the higher liability limits will actu-
ally increase the size of claims and
lawsuits.

"If you increase the insurance
requirements to equal settlements
you are giving your stamp of ap-
proval to those settlements and in-
vite still larger demands," wrote
Richard W. Laird of Sandpoint
Aviation in Sandpoint, Idaho.

State aviation officials from

Clipped wings

Higher insurance

requirements may force
some small air-taxi operators

to cease or curtail

operations altogether,

according to state aviation
officials in Montana and

North Dakota.

Montana and North Dakota said
higher insurance requirements
may force some small air-taxi op-
erators to curtail or cease opera-
tions altogether in their states,
where small airlines are a vital
transportation link.

Not all the comments of small
aviation firms were negative. Joe
D. Harland, vp o f Air Charter Sys-
tems of Trumann, Ark., wrote that
the proposed minimum of$300,000
per passenger should even be
higher because many air charter
operators carry liability limits at or
near that level.

Several of the large commercial
airlines generally endorsed the in-
creased insurance requirements,
pointing out that their present lia-
bility coverage exceeds the pro-
posed minimums.

But they voiced other concerns,

such as whether the CAB action

runs counter to the deregulation of

self-insurance programs.
Risk Planning Grouphas designed this
two-day workshop to help those involved

the airline industry ordered by
Congress.

Trans World Airlines said it
agrees with increasing insurance
limits for consumer protection but
said the action represents more
government controls, "at a time
when all are apparently in agree-
ment that the government should
exercise less, not more controls in

this area.”

Policy conflict

Echoing similar sentiment, U.S.
Air said the new requirement
"conflicts with the congressionally
mandated policy of deregulation”
of the industry.

United Airlines expressed con-
cern over disclosure requirements
to CAB about air carriers’ insur-
ance coverage because the techni-
cal language of policy provisions

would be of no value or interest to

average airline passengers.

Broker Marsh & MclLennan also
disagreed with the idea of manda-
tory public disclosure of an
airline's liability coverage.

Home rule

The main objection of Swissair,
a foreign carrier, was that the
"home government" o f the air car-
rier should have the responsibility
of mandating insurance require-
ments.

From London, the Lloyd's Insur-
ance Brokers Committee ap-
plauded the proposed minimum.
But the committee opposed any
requirement that coverage be pro-
vided only by insurers authorized
to do business in the U.S. because
it may run contrary to the national
law of certain countries and may
lead to "reciprocal requirements”
by other mnations. .
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First-quarter results

A&K&A Services revenues increase 12%

REVENUES INCREASED 12%
during the first quarter of 1980 for
Alexander & Alexander Services
Inc., to $105.3 million from 1979's
$93.9 million. Net income went up
14%, to $16.5 million from $14.4
million. Earnings per share for the
year's firstquartertotaled 91 cents,
compared with the 1979 figure of
80 cents.

Fred S. James

New record-setting totals for
first-quarter revenues and earn-
ings were set by Fred S. James &
Co. Inc. during the first three
months of 1979. Net income rose
8% to $5.5 miillion from the
company's previous first-quarter
record of $5.1 million set last year.
Revenues for the quarter jumped
17% to$46.7 million from$40.1 mil-
lion. Earnings per share were 69
cents for the first quarter, com-
pared with 1979's 59 cents.

New business contributed heav-
ily to James's increased earnings,
said president William Burch.
Commissions and fees jumped
14% over the same period last year.
The impact of inflation on insura-
ble values and the continued
growth of investment income also
played a large part in the higher
results, Mr. Burch said.

Metropolitan Life

Income for Metropolitan Life In-
creased 5% to $9.17 billion in 1979,
a year in which the New York-
based insurerbecame the first flrm
to achieve $200 billion in group life

Boat maker
covered

for fire

BELLINGHAM, Wash.-A
nighttime fire here at the manufac-
turing headquarters of Uniflite
Inc., a mAjor producer of commer-
cial and recreational fiberglass
boats and small craft for the U.S.
Navy, has resulted in an estimated
$6.5 million fully insured loss.

Uniflite is breathing a sigh ofre-
liefthat its Cravens, Dargan & Co.
insurance policy, a blanket con-
tract written on a maximum possi-
ble loss of $11 million at any one
company location, will cover both
property damage and business in-
terruption losses.

"The fire caused about a 55 % im-
pairment to the plant” estimated
William D. Brown, president of
Ireland & Bellingar, who brokered
the risk. There were no injuries re-
ported and the cause ofthe blaze is
still under investigation, he added.

Besides destroying the main fae-
tory, the fire disrupted water and
electric power throughout the
eight-building facility, shutting
down all operations for three days
following the April 8 catastrophe.
Once power was restored, a partial
workforce returned to resume pro-
duction on Navy contract jobs.

"Less than 5% of the tooling for
navy work was lost," said Uninite
president James J. Doud Jr. "We
do not anticipate any delay in de-
livery schedules.” There was only
nominal damage to the company's
finished products and raw mate-
rials inventory. All tooling for two
popular recreational sailboats was
undamaged, Mr. Doud added.

The company hopes to resume
60% o f normal production activity
atthe Bellinghamplantwithintwo
months. Uniflite is tentatively
transferring much of its manufac-
turing to its Swansboro, N.C.,
plant. Tooling for most Uniflite
boat models is duplicated at that

location.

Bl ticker

insurance in-force. Income for
1978 totaled $8.7 million.

New life insurance sales reached
$41 .4 billion in 1979, another com-
pany record. The most dramatic
gains were made in the group sales
area. Group life insurance policies
increased 127% to $25 billion from
1978's $11 billion, and group life
coverage increased 65% to $399
million from $241 million.

Metropolitan also became the in-
dustry leader in sales of vision care
coverage in 1979 and continued its
lead in disability income, medical

care and dental markets, company
officials said.

52 great issues co

Liberty Mutual

Liberty Mutual Insurance Cos.
experienced a net underwriting
gain of$102.5 million in 1979, a 30%
drop from the $145.7 million
earned in 1978. Net premiums for
the Boston-based firm increased
7% to $2.7 billion in 1979.

Company president Melvin
Bradshaw expressed some disap-
pointment in the company's re-
sults. But he noted that a "healthy
investment performance" over-
came the drop in underwriting to-

tals, allowing the company to
"make needed additions to sur-

ISSUE NUMBER

U SARETVECURIT

plus, loss adjustment reserves and
special loss reserves.” The
company's premium/surplus ratio
reached 2.77 to 1 in 1979, a figure
Mr. Bradshaw said was a signifi-

cant improvement over the 1978
ratio of 3.1 to 1.

American Hardware

American Hardware Mutual In-
surance Co. is forming a new sub-
sidiary to offer life insurance
coverage, American Merchants
Life Insurance Co. The wholly
owned subsidiary will offer life in-
surance in Minnesota beginning
later this year and is expected to
move into seven more states by the
end of 1981. Paid-in capital will be
$2 million and surplus is set at $3
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million.

Initially, American Hardware
plans to offer life insurance to ex-
isting customers-mostly retail
merchants around the country-
and trade associations that cur-

rently endorse its property and
casualty business.

Hartford Steam

Hartford Steam Boiler Inspec-
tion & Insurance Co. officials have
agreed to a letter of intent to pur-
chase A.E. International Inc. for an
undisclosed amount of cash. A.E.
International is a Richland, Wash.-
based consulting, research and de-
velopment organization providing
acoustic emissions inspection sys-

ternms and services . -

ming up!

ISSUE DATE AD CLOSING

moretocome:

ISSUE DATE

Y MAY

ION °'.

AD CLOSING

17. R.I.M.S. Conference Report #2 APR 28 Apr 16
18. MAY 5 Apr 23
19. MAY 12 Apr 30
20. LOSS PREVENTION - SAFETY/SECUFtITY MAY 19 May 6
21. MAY 26 May 14
== SN 2 May 20
23. Market Report: California JUN 9 May 28
24. JUN 16 Jun a
25. EXCESS/SURPLUS JUN 23 Jun 10
26. JUN 30 Jun 18
27. JUL 7 Jun 25
28.  gpotlight Report: Fidelity & Surety Bonds JuUL 14 Jul 1
29. JuUL 21 Jul O

You can now reach the decision makers in the insurance marketplace 52 times a year in the industry's communications leader...

Business Insurance.

Listed above are upcoming issues, advertising closing dates and special editorial information for the next few

months. Be where the action is this week and ¢y ery week. For a full schedule of 1980 issues write or call us.

business
iNsurance

a publication of Crain Communications Inc.

New York: 708 Third Avenue, NY 10017 (212) 986-5050 Chicago: 740 Rush Street, IL 60611 (312) 649-5275 Los Angeles: 6404 Wilshire Blvd., CA 90048 (213) 651-3710



,%

Record sieL 9665,

pwg Q aWMI

The inside .tory

A

YOU NEED BUSINESS INSURANCE.

For more than a decade, Business /nsurance has been serving the information needs
Qf top and financial management, of risk and employe-benefits managers.

Our editors travel the country-and the world-to report every significant national
and international story, every new development, reaction, implication and decision
that affects your industry Then they put it all into clear, uncluttered perspective
for (a) the insurance consumer, (b) the producer, and (c) the insurance underwriter.

And Business /nsurance does it with a depth and detail unmatched by any other
publication...to make certain you stay ahead of major changes and proposals that
affect corporate profits.

With more frequency, more coverage, better perception
Business /nsurance is the only news publication that works as your constant,
up-to-date advisor on:

1. property and liability insurance. 7. legislation.

2. risk management. 8. loss prevention.

3. employe benefits. 9. reinsurance.

4. group insurance. 10. underwriting practices.
5. self-insurance. 11. claim settlements.

6. captives. 12. legal decisions.

In Business /nsurance, you not only get all the facts. You see both sides of the
question. You understand the hows and the whys.

And-by providing you with weekly coverage-Business Insurance makes certain
that you have even faster. more complete access to important news that shapes the
insurance marketplace.
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Liebre leads Revlon's risk operations

Ernest A. Liebre, 34, has joined

Revilon Inc in New York in charge
of corporate risk management op- M

erations, a newly created position
INn his new position, Mr Liebre re- of FMC

pcrts to the treasurer and is re-

sEonsible for international

comings & goings: buyers

manager of claims administration
at Sea World, based in San Diego,

Joseph J. Walsh, 33, was promo- Callf Mr Osborne, who reports to

property and liability programs, ted to director ofrisk management Harold T Mantel, corporate direc-
w th a department of six people at Trans Union Corp, Lincoln- tor ofrisk management, will be re-

He was formerly assistant trea- shire, Ill, effective April 18, replac- sponsible for adm_ nistering all
surer and director of risk manage- ing Edward D. Hansen, who le ft casualty insurance claims at Sea
. ment with FMC Corp in Chicago, the company Mr Walsh was for- World parks m San Diego, Aurora,
merly manager of benefits plan- Ohio, and Orlando, Fla, the Sea

At FMC, David Glantz-was pro- ning and control As risk manager, World Shark Institute in the Flor-
mited to director of the risk man- he reports to the company's senior ida Keys, Captam Kidd's Seafood
agement department, reporting to K p of administration

where he spent 392 years

the treasurer of the company, re-
placing Mr Liebre Mr Glantz was

Galley restaurants and Sea World
Seafood He has aBA degree in

Robert Stawarz, 35, has been history from Seattle University, a

formerly manager of property and named manager of risk manage- law degree from Western State
casualty programs Taking over ment at DeSoto Inc, Des Plaines, Law School in San Diego and be-
the employe benefit programs fol- lll, replacing Richard L. Schmidt, longs to San Diego Claims Man- He has a B.S degree in civil engi- University of Wisconsin, his CSP
lomng Mr Liebre's departure is who is leaving May | tojoin Corpo. ager Forum and the San Diego neering and a master's degree in and certified hazards control des-
Dan Schuardt, assistant treasurer rate Policyholders Counsel Inc in Insurance Adjusters Assn Mr Os- business administration, both ignations He reports to J S Hod-

Liebre

Chicago as a risk management borne previously was a claims rep- from Marquette University

consultant Mr Schmidt had been resentative in the city of San

with DeSoto for over 10 years Mr Diego's risk management pro-

Stawarz was formerly a division gram

accounting supervisor As risk

manager, he reports to the corpo-

rate treasurer

Mazza

stitute and is an active RIMS mem-

ber

Bucyrus-Erie Co In South Mil-
waukee has named Jeffrey
Gehrke, 28, manager o f safety and
insurance administration and Jer-
rold M. Thorne benefit manager
as part of an expansion of insur-
ance and risk management respon-
sibilities at the company Mr
Gehrke was safety supervisor at
the firm's Pocatello, Idaho, plant
before being named to this newly
cmated position Carl Albrecht,

who will graduate from Utah State
University this June, will succeed
Mr Gehrke at Poctaello Mr
Gehrke has aBS degree in occu-
pational safety and health from the

nlk, manager of property/casualty
insurance Mr Thorne started

Sparkletts Drinking Water Corp working for the firm in 1975 and

in Los Angeles has promoted EIl- most recently held the position of
len J. Trat! from assistant insur- assistant benefit manager, which

The Jos Schhtz Brewing Co in ance manager to insurance is now vacant He has a business

Milwaukee has named Charles J. manager, due to the retirement of degree from the University of Wis-

Mazza, 37, director of compensa-

Dorothy S:ewart. Ms Trail, who consm and reports to Chuck Re-

Duncan Randall, CLU, CPCU, tion and benefits to replace F.VW. reports to Jim Hart, director of fi- vie, director of risk management
was elected a vp of Combined In- Decker, who left the company Mr nance and administration, will be and insurance

surance Co of America, where he Mazza, who reports to vp-person- responsible for employe benefits,

-s director of risk management nel Robert L Creviston, was most property and casualty insurance -

Mr Randall, 38, is responsible for recently corporate manager of She Jomedthe company in 1968 as

property and casualty programs benefits, a posihon now held by an accounts receivable clerk and We'd like to report on staff
and Insured benefits for the Chi- Wesley A. Coleman Mr Mazza moved on 0 hold the positions of changes in your Ttsk management
cago-based company where he has Joined the company in 1970 and insurance assistant and claims ad- or emplove benefits department.
worked 15 years, seven in risk has held the positions of office fa- ministrator Ms Trail has comple- Just drop a note to Mary Ann

management and insurance

cilities manager, industrial rela- ted insurance and management Matlock, Business Insurance, 708

tions manager and director of courses at UCLA, has earned a ThirdAve.,NY ,NY,100170,caU
Tom Osborne has been named industrial relations for Murphy worker's compensation certificate 212-986-5050 We'd also hke to re-
to the newly created position of Products Co , a Schhtz subsidiary from the Insurance Education In- ceive pictures of the peope.

classified advertising

RATES AND CLOSING TIME:

$3 50 per line, minimum charge $1750 Cash lotth order Figure all cap hnes
(maximum-two) 26 letters and spaces per hne, upper and lowercase 34 per line
Add two hnes for box number Rephes are forwarded daily- Closing deadline
Copli zn wrztten form in Chicago office not later than noon, Monday, 7 days pre-

HELP WANTED

Commercial Property and Casualty
Producer Exciting opportunity for
p -ofessional commercial agent to
jc-in the Baxter Dunbar Insurance
Agency m Kansas City, Missouri
Excellent markets High commts
sions Call Baxter Dunbar for a con-
fidential interview (816) 756 3500

coNsuULTING
PENSION ACTUARY
E>ccellent Opportunity - Top Dollar
Talented Associates - Good Location
Call Reuben Rigel at Powers, Car
penter & Hall, Inc - 314-725 0114
No Recruiters

SALES-SYRACUSE

1 at'l broker needs professional P C
person to sell and service acets

Salary plus bonus plus car

Rlease call or write to George

Wilson. Mgr J S Kemper & Co,

224 Harnson St, Syracuse, NY

015) 474-1049

INSURANCE PERSONNEL
AGENCY GENERAL MANAGER

ing top talent for C
rmany disciplmes Specialists in Un

BENNETT & BENNETT
SUBROGATION
ATTORNEYS
Inland and Ocean Marine
Auto Fire Product Liability

Investigation and Adjustment
World Wide Associates

Cable-Subro
769 Northfield Avenue

West Orange, New Jersey 07052
(201) 325-0033

EXECUTIVE

PRODUCER WANTED

Large independent ageneb requires
e.perienced commercial tran.porta
tion salesman to Mer qualified
leads Satan + production nonus
+ E.penses + Reneflts

Repl) in confidence with erperience
background and salan histor) to

Box 329, BUSINESS INSURANCE
740 Rush St Chicago. 111, 6061 1

RISK MGMT POSITIONS AVAIL.
RM, No NI, excel spot, major 500
co, prop, cas & benefits 3540M

RM, NYC, med sized co,

fire/cas 30 40M

RN, marine instfire/cas 2SM

MANAGER RM, Syracuse area, small firm,
start up risk mgmt dept 25-35M
Independent Insurance RM, Southwest 30M
Agents of Kansas RM- Northwest 32M
9 SAFETY engr, cas+fire+
risk mgmt 26M

b ational Ins Recruit_ing %gcy seek- General manager of strong.
lient o's in

professionally staffed well fi-

aerwriting Claims Sales & Financial nanced state agents associa-

E ecounting Aplly by resume or

contact advising income & location

tion Broad insurance and man

ng PENN HILL (agcy) (PHONE agement background required

5815T, #50:fkhorse Pike Trade association knowledge

MISCELLANEOUS

NEW BOOK
' Most Common Mdtakes in Selling
and How To Avoid Them" Send
$495 to CC Books 1125 3 16th St
Dept | 2 Santa Monica, CA 90403

alary to mid
pending on qualification Send

written resume to

James D. Wallace
917 Topeka Avenue
Topeka, Kansas 66612

DIRECTOR, OFFICE OF MEMBER BENEFITS

A national professional medical association headquartered m
Washington,DC,Is accepting applications from experienced
Insurance and pension plan executives for the position of Director,
Office of Member Benefits The person selected will be responsible
for planning, implementing and reviewing member benefit piograms
of the Association and coordinating those programs wit]lY appropriate
policy components and departments of the organization This
executive will participate m major policy decisions of the
Association related to member benefits

Candidates must have at least five years' expenence in management
of group insurance programs, including at least three years'
experience in the in house administration of benefit plans
encompassing promotion, enrollment and renewal, processing claims.
premium collection, and haison with underwnters Should possess a
relevant college degree or equivalent, with academic training in
insurance and pension plans Familiarity with professional liability
insurance and pension plans, as well as underwriting practices of
insurance companies is required Must be highly competent in verbal
and wntten communication and have the ability to articulate.
clarify, and organize concepts derived from the Association's

components

Salary negottable EOE/AAE Reply to:

Box 321, BUSINESS INSURANCE

740 Rush St, Chicago, ill 60611

JOHN HUTTNER
(212) 732-3110
david j hollinger assoc., inc.
150 Broadway, New York, NY 10038
PROFESSIONAL
SERVICE FOR
RISK MANAGEMENT
EXECUTIVES

Many Outstanding
Candidates & Positions for:

ceding publicatton date Publtshed every Monday. Display classihed takes card
rateof$41 00 per column:nch, andcard discountsonsize andfrequency.Mailads
to Barbara Tosheff, Business Insurance, classifted advertiszng dept, 740 N. Rush
St., Ch:cago, llhnots 606; 1 Call (312) 649-5340 for more information No verbal

phone copv accepted

AGENCY/RISK MGT.
OPPORTUNITIES

MARINE MGR (PacNoWest)

Will supervise small brokerage staff m sce-
nic NW locale Prefers a minimum 018-10
years WET Marine background with solid
technical knowledge of ocean and river ma-
nne hill, cargo, protection and Indemnity,
charterer's hability, Whartinger's liability.
builders risk and excess marine liabilities

Should be comfortable with both domestic
and London markets Starting compensa-
tion In the range 01 $40 to $50,000

EMPLOYEE BENEFITS MGR

Texas corporation seeks person to head
Employee Benefits section Requires a
minimum olive years exp In group Insur-
ance management and experience in pen-
sion planmgt Must beabletodesign group

benefit programs Salary range to low
$40 000

CAPTIVE INSURANCE OFFICER

, Texas client seeks person to head their
(now being formed) captive insurance com-
pany Must have solid ire and casualty
company experience and be able to operate
as top executive officer Salary range 01
$40K to $50 000 plus executive benefits

RISKMANAGERS DENVERACOOUNT-EXEQUTIVE

SAFETY MANAGERS
and Assistants

EMPLOYEE BENEFITS MGRS 1

and Assistants
CORPORATE CAREER ENTRY
CAPTIVE TECHNICIANS
RESUME CONSULTATION
Call, COUECT:
Marty Hodes, ARM
Walt Scannell
(212) 267-2600
WALL
ASSOCIATES, INC.
170 Broadway
New York. N.Y. 10038

ergy related field Experience preferred In
the agency/brokerage field but will strongly
consider d,rect writing backgrounds with
required energy account experience Salary
to upper $305 Please call or wrrte Linda

Mayer In our DENVER omce at 303 320-
5347

HOUSTON SALES MANAGER
Houston metro agency seeks experienced
candidate to operate as Branch Manager
over existing office Will require both ad-
ministrative responsibilities plus produc-
tion activities of commercial accounts

Salary to low $40,000 Flus car expenses
etc

RISK MANAGER ... $ OPEN
Southwest oil & gas company
PROPERTY MANAGER . $3040K
West coast energy flrrn ) )
INSURANCE MANAGER . $20-30K

Southeastern industrial client

EMPLOYEE BENEFIT DIRECTOR . . . . .... ..... $3040K

Corporate staff level, Sunbelt, group & pension

Risk & Benefit Donald Delaney

Recruiters

(214) 559-3820
3131 Turtle Creek « Suite 222 - Dallas, Texas 75219

Aviation Account/ Executive

Major U.S Broker has high growth opportunity for a
person with minimum of 5 years experience servicing
medium to large airline accounts. Career growth leads
to national aviation specialist for this Corporation

(Number 1 spot) within 2 years for right person

REQUIREMENTS
- Strong technically with emphasis on hull and liability

* Must know world-wide markets (London etc)

= Must have professional image to negotiate at CEO level

= Must know policy wording and placing

PREFERRED

- Experience in general aviation products desired

= Ability to solicit, produce. market and service

- Ability to work effectively in various geographic areas

- Have strong career growth initiative

= Person who os probably #2 at this time and wants to advance
- Should be earning in excess of $40,000 at this time

Reply to
Paul E Aunkle. President
Consulting/Executive Search
(totheinsuranceindustry]
Paul E. Runkle Associates, inc.
One Chase Aocad

Scarsdale, New York 10583
(914417 25-0773
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Pact raises pensions

Continued from page 1

agreed to divert a cost-of-living
wage adjustment of 30 to 32 cents
an hour, due May 1, to help finance
the retirernent increase.

"It's their fathers and older
brothers that are on retirement, so
the membership decided to help
them," said Edmond Ayoub, chief
economist for the union.

The oldest retirees who left the
job at lower pension levels will re-
ceive the 70% increase. More re-
cent retirees will get the lower
increases, he said.

The union also won an improved
increase scale for those who retire
before 1982, the limit of the pact.
Pensions will increase in steps to
$17.50 per month per year of ser-
vice from the previous level of
$13.50 for workers with 15 or fewer
years of service.

The benefit will increase to $19
from$15 foremployes with 15 to 30
years ofservice and to $20.50 from
$16.50 for workers retiring after 30
years or rnore.

The agreement also increases

supplemental pension benefits de-
signed to take the place of Social
Security for those who take -early
retirement when plants close as
union officials fear. The supple-
mental benefits will add $400 per
month, an increase of $100, to a fuLl
company pension.

Supplemental unemployment
benefits have also been increased
by 4 cents to 17.5 cents per hour
per worker to protect non-retiring
workers against plant closings, Mr.
Duzak said.

Medical, dental and vision care
benefits were also increased. Sick-
Nness and accident benefits will
jump to $212 from $153 per week for
workers in lower pay brackets and
to $276 from $211 at higher pay
scales.

Maximum annual coverage in-
creased to $1,000 from $750 per
person and to $650 from $500 annu-
ally for orthodontic treatment.

Workers will also be covered for
the cost ofnew glasses and contact
lenses every two years.

The mAjor medical plan will now
completely cover one year in a hos-

pital or skilled nursing facility, in-
creased from 80%. Semi-private
room costs in hospitals not affili-
ated with Blue Cross/Blue Shield
plans will now be covered at 90%,
increased from 80%.

Workers will also receive full
coverage for second surgical opin-

ions.

In health benefits, the employ-
ers won ground in the constant
fight to control health care costs by
getting the union to agree to a
higher deductible for m4jor medi-
cal coverage, the first such in-
crease in 10 years. The deductible
will rise to $75 from $50 for an indi-
vidual and to $150 from $100 for a
family.

Despite these moderate benefit
increases and the cost of living
diversion, the union is happy with
the pact, said Mr. Ayoub. "It's a
reasonable settlement but more
modest than it might otherwise
have been," he said. USVWV had to
consider sagging industry profits
and plant closings in negotiating
the contract, he noted. -

Tex. investigation spurs
fear of retro policy ban

Continued from page 1
sources are already saying the de-
partment will rule these plans vio-
late the state's minimum rate law.
Nobody really knows how many
paid-loss retros have been written
in Texas, but some estimates put
the number into the hundreds.
Many national companies write
paid-loss retros and similar cash-
flow plans in Texas and elsewhere
on risks that pay premiums of
$500,000 or more, brokers and con-
sultants have told Business Insur-

ance.

Paid-loss retrospectively rated

plans, which defer about 85% of
premium collection until the in-
surer actually pays losses to a
claimant, have special appeal in
Texas because the state prohibits
self4nsurance ofworkers compen-

sation.

Broader probe

The Texas investigation is more
broad than California's, however,
because Texas is looking into all
lines of insurance, notjustworkers
compensation.

California commissioner Wesley

In today's society Kidnap, Ransom and Extortion insur-
ance has taken on new and greater importance. Act now,
your clients who require this protection will benefit from
broader coverage and more attractive rates.

TheWelzel
Company, Inc.

3003 West Alabama
Mailing Address P.O. Box 66452

\C- -,1 Houston, Texas 77006
\<Z=52:=25/ Telephone: 713/523-3003

Telex: 76-2053

Only through agents/brokers/insurance companies

S. Kinder has raised no formal ob-
jections so far to other loss-sensi-
tive property/casualty plans.

"At this time, our interest is
merely to gather data and informa-
tion," said Mr. Young in Austin.
"We are trying to determine how
many lines of business these poli-
cies are used for and the number of
Texas risks insured through paid-
loss retrospectively rated plans.”

Mr. Young declined to describe
what further actions might be
taken by the Texas department
once it completes its investigation.
The matter is still within the casu-
alty underwriting division, he
noted, and has not been taken up
by the Texas insurance commis-
sioner's office.

Nor has Mr. Young talked to any-
one in the California department
of insurance, he says. He did ac-
knowledge that the existence of
paid-loss retros came to his atten-
tion through news reports of the
California investigation.

Indeed, insurers say they would
regard Texas inquiries about paid-
loss retros as routine if it weren't
for the earlier California inquiry.

Different names

"If it weren't for California, |
wouldn't have given this a second
glance," reports Mr. Cox of INA.

Mr. Cox expressed concern that
some companies doing business in
both California and Texas might
write cash-flow type plans under
different names that more easily
escape the notice of state insur-
ance departments.

INA is compiling information re-
quested by the Texas insurance
department. Since INA is virtually
totally computerized, said Mr.
Cox, it shouldn't take very long to
comply with the Texas
department's request.

Fireman's Fund is also gathering
policy information, reported a se-
nior official at the company. "We
honestly don't know how many
paid-loss retro policies we have be-
cause there could be some Texas
risks written in other states, as well
as multistate policies that include
Texas coverage,” the executive
pointed out.

Mr. Young said he hopes to have
summaries from both the INA and
Fireman's Fund within 30 days fol-
lowing the department's written
request, dated March 31. .

N

Supportive insurer

One major insurance company has broken from the ma-
jor insurance trade association opposing the Risk Reten-

tion Act.

The Continental Insurance Corp. president John Ricker
says there are certain types ofrisks difficult to measure. "If
someone wishes to put together a scheme for providing

protection under certain pircumstances, we would be an
obstructionist to oppose the action,” he said.
Mr. Ricker said Continental "is not opposed to this act

and we would support it."

Risk pool act sta lls
iN Senate committee

Continued from page 2

as a way to boost competition in
the product liability insurance
market by giving businesses an-
other alternative, American Insur-
ance Assn. counsel Dennis
Connolly said the market already
is competitive. Product liability in-
surance premiums have stabilized
or declined, he said.

But business groups testifying
before the committee argued their
members still face major product
liability problems and that a fed-
eral solution is necessary.

Members of the National Ma-
chine Tool Builders Assn. now
pay an average of $111,000 for
product liability insurance, a 55%
increase in the last three years,
said public affairs director Jim
Mack. One out ofeight members of
the trade group can't even obtain
coverage, he added.

Mr. Mack questioned insuiers’
claims that risk retention groups
can be set up at the state level.
Colorado's captive law, for exam-
ple, only allows the formation of
captives if insurance is not availa-
ble or affordable. "Price competi-
tion is not su fficient justification,”

he noted.

The Colorado captive law also
requires the captive be managed
by an office in that state. "Such a
restriction would impose a hard-
ship on trade associations and
companies that would like to form
a captive but are headquartered
outside of the state of Colorado,”
Mr. Mack said.

The Risk Retention Act should
be passed to give small and me-
dium-sized firms another option to
high-priced product liability insur-
ance, Louis Marchese, assocate
general counsel of the National
Assn. of Wholesaler-Distributors,
told the committee.

Product liability insurance is
high priced because insurers enjoy
a monopoly, he charged. "The
Risk Retention Act will open prod-
uct liability insurance underwrit-
ing to competitive options,"” Mr.
Marchese said.

Drafted by the Commerce De-
partment and endorsed by the Car-
ter Administration, the Risk
Retention Act would permit fed-
eral chartering of groups set up by
businesses to self-insure their

product liability exposures as an
alternative to insurance. -

Go with
the best.
Grow with
Ambassador.

1976

1979

1978

197

Q75 *Uj

Ambassador's ratings by A.M. Best for 1979 are
Policyholders': A+ Excellent Financial: XI
In the last five years, our surplus has grown from $3.7 miltlion
to in excess of $19 miillion - a 4155 gain. Our total assets now
exceed $92 million - a 5639 increase over the same period.
With solid advances like that - why not go with the best and
grow with Ambassador!

s@=ax Write or call for more information.

f 1 4 AmbassadorinsuranceCompany

8400 River Road * North Bergen, NJ 07047
Tel: 201/861-0400 or 212/736-1248
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Small firms, OSHA enter dete nte

By LEN STRAZEWSKI t -

_ growing pains ° e
-WASHlN(;TON-SmaH firms K {t « Reallstlc view
that fear the might of the Occupa-

tional Safety and Health Admmis- turns. Few msurers want to grant take the problems of small firms :
tration may now find their property and workers compensa- directly to the Washmgton regula-
traditional nemesis more sympa- bon coverage at reasonable rates tors

'We can see if the

thetic to safety rule comphance to businesses that fail OSHA in- "What we have done is set up an Standards are I’eallstIC,
problems spections, they charge Instrument for identifying regula-

OSHA is Joining the Small Busi- tions that may be a burden to small  SaY$S Kay Klatt.
ness Admmistration to help firms It's no secret and no surprise firms," explained Kay Kiatt,

comply with safety and health that smaller firms have much more OSHA special assistant for small
standards and mold new standards difficulty than larger ones in com- busmess. Then possibly we may

that may ease financial, technical plylng with federal regulations,” adlust some standards to maintain says the SBA realistic,” she said
and insurance burdens on small OSHA administrator Eula safety without a tremendous bur- "We have a case in the works The toughest compliance prob-
firms, according to a new bgree- Bingham said in announcing the den on the firm " right now that we will be taking to lems-ases in which a firm sim-

ment between the two agencies Joint effort A companythat has tried to meet OSHA underthis new agreement," ply cannot meet noise, design or
The agreement, announced "Durm%the past few years we at OSHA standards and cannot for noted David P Metzger, director access standards without invent-
April 11, responds to a presidential OSHA havetried to reduce the reg- financial or technological reasons ofthe SBA office of services man- ing new kinds of insulation, en-
mandate to reduce the regulatory ulatory burden on small busi- nowmightbeabletoketareprieve agement "The owner has tried in ergy or tools-are few, Mr. Metzger

burden on small firms, according nesses by reducing paperwork, from the agency that m the past all good faith to elimmate a noise admits
to OSHA and the SBA. refocusing inspection priorities ruled with an won hand. violation "But there are many cases in
Small businesses chronically and establishing free safety and Some industry groups have "He has worked with both which information from our 900
charge that OSHA standards are health consultation programs,” charged that more firms cannot OSHA and outside consultants trade associations can prevent
difficult or impossible to meet she said meet OSHA standards than do. and no one can find the answer We OSHA from setting up counterpro-
without extensive capital expendi- The new program, however, will Problem cases are not uncommon, are afraid we are puthng this man- ductive standards," he said. "And
, ufacturer in the position of having withm the limits of its flexibility,
B to invent the technology to meet OSHA does seem to want to make
5 Where] to - O for Safet hel OSHA standards | don't know it work This agreement should
- g y p what more we can expect from build a bridge between OSHA and

him," he said small busmess."

i In a separate agreement, OSHA
s Problem . 5 .Service Organization t OSHA agrees, Ms Klatt noted, and the SBA will increase special
"though | don't want to hold out efforts to help small firms comply

Compliance costs, ,. OSHA compliance loan OSHA,-SBA listi a Wh ith f dard d f

. Safeti, Wnsultinfi, . ~ B i unrealistic expectations. at we with safety standards and pay for
OSHSA oI:’lbsft‘e COZSUIltmg t ter % ZSB:A_ < can do is look at the kind of new the cost Both organizations pres-
s . , mat us.mess' evelopment center 7% . equipment thata firmmayneedto ently offer OSHA compliance
-: General dafety InformatiorVResource » . f 'New Directions educ'atlon buy for compliance and see if he loans and the two groups plan to
, development and grant program OSHA- . could retrofit or find a less expen- work together to provide Informal

General government regulation .2 - "C Office of Advocacy' sea +. .|'.sive wayto doit. consulting services (see chart)
Fy Information contact The Small Business AdmiAstration, Office of Advocacy, 1441 L Street N W, Washington D C 20416 Then we can relate these field . The groups will also help small
Occupational Safety and Health Administratton'Special Ass,stant for Small Business, N3635,200 Conit tution Avenue, Washnglon D p 20210-7w ~ ~ problems to the proposed stan- businesses prepare testimony for

, Jccupatio y p . U . : W Ue, gion U p g dards and see if the standards are safety and regulatory hearings

JUNE 9-11. Fundamentals of In-

N datebook JUNEZ<3: Herardous hemieatoans, ILA0BLT, S440AT0 ., c... zomomss Sevmme i omimne,

$265 for one attendee, $245 each for ploye Benefits Course m Boston, Management Society $225 for
MAY 7. Construction Law and Faure, Gestas Inc., 410 St Nicho- three attendees and $205 each for sponsored by the Risk & Insur- members, $150 for each additional
Bonding Workshop in Tampa, las St, Montreal, Quebec H2Y 2PS, four or more Also in Winnipeg; ance Management Society, $225 participant and $325 for nonmem-

sponsored by the Florida Bar 514-288-5611 also June 5-6 in Washmgton, DC, for members, $325 nonmembers bers Lynn Fischoff, RIMS, 205 E
Assn and the Florida Gold Coast June 9-10 in Charlotte, N C., and Lynn Fischoff, RIMS, 205 E. 42nd 42nd St., New York, N.Y. 10017,
chapter of the CPCU society Also MAY 29-30. National Safety Vancouver, June 12-13 in Calgary St., New York, N Y 10017 212-557-3294.

May 8 in Fort Lauderdale; $45 The Congress's Eastern Regional and Boston; June 16-17 in Newark,

Beacon Group Inc ,PO Box 2550, Safety Congress and Exposition in N J., June 19-20 in Detroit; June .-
Boca Raton, Fla 33432, 305-392- Washmgton, D.C, $45 m advance, 23-24 in Denver, June 26-,27 in Los Info = -
7111. $55 atthe door NSC, 444 N Michi- Angeles Ms Carol Morris, J T.

gan Ave, Chicago, lll. 60611; 312- Baker Chemical Co, Phillipsburg,
MAY 26-28. Managing Marine 527-4800 N J 08865; 201-454-2500 - Workers Compensation and ual covers industry production op-
Risk Course m Manila, sponsored Employers' Liability Experience erations, outlines several safety

by Risk Research Group Ltd, JUNE 1-4. Insurance Accounting JUNE 3-5. Environmental Health Rating, by John R. Stafford, cov- programs and presents safety
$400 Elaine R Cumberland, Risk and Statistical Assn. annual con- Mgnrement Seminar in Houston, ers the National Council on guidelines mandated by govern-
Research Group, Bridge House, ference in San Diego, $70 for mem- sponsored by the International Workers Compensation expen- ment standards COSt IS $1.40.
181 Queen Victoria St, London bers, $100 for nonmembers Safety Academy, $380 or$350 each ence rating plans Ehgibihty, Jurls- Write the Gypsum Assn,1603 Or-

EC4V 4DD, 01-236-2175 Contact Walter Mason, IASA, Mu- for three or more from same com- dictions and single-state, rington Ave., Evanston, Ill 60201
tual Plaza, Durham, N.C 27701; pany ISA, P O Box 19600, 10575 interstate and exception-state

MAY28-29. Risk M=nagement Ac- 919-683-2356. Katy Freeway, Houston, Tex calculations are included Prepaid . Are you thinking about ad-
counting Seminar in Atlanta, 77024, 713-932-9400 cost is $695, otherwise $720 Write ding prepaid legal services to your
sponsored by Corporate Systems, JUNE 14. Washingtén Legisla- J&M Publications, Dept B, PO employe benefit packagep Person-
$345. Connie Oak, Corporate Sys- tive Update in Washington, D.C ,. JUNE 8-11. Health Care in the Box 338, Palatine, Ill 60067 nel Research Associates offers a
tems, P.O Box 31780, Amairillo, sponsored by the International American Economy Conference m new comprehensive report on pre-
Tex 79120; 806-3764223 Foundation of Employe Benefit New York, sponsored by Blue - The 1980 Analysis of Workers paid legal plans that describes

Plans; $300 for members, $375 for Cross and Blue Shield Assns., Compensation Laws is now types, trends and case studies

MAY 28-30. Canadian Federation nonmembers IFEBP, P O Box 69, $350 John F Newman, conference available from the U S Chamber Cost is $12 Write Richard D
of Insurance Claimsmen Con- Brookfield, Wis 53005; 414-786- director, Blue Cross/Blue Shield ofCommerce The analysis details Quinn, Personnel Research Asso-
ference in Montreal, $90. Claude 6700 Assns., 840 N Lake Shore Dr, Chi- neaply 200 laws arid tracks im-, ciates, 49 Oakridge Rd, Verona,

provements in the state laws since N J 07044
- - - the 1972 report by the National

M&M unveils cit olic Compansation Laws Single cop- list for Resturants 1o svailable
y p y Compensation Laws Single cop- list for Restaurants is available

les, $6 postpaid, may be ordered from RIMCO Inc. The checklist

Continued from page 3 tam an analysis oftheirloss expert- agers and asked us to tell them from the'U.S Chamber of Com- provides specific guidelines, ques-
Fahys nétes. ence and exposures and how they what we wanted," said Charlotte- merce, 1615 H St. NW, Washing- tionsto be asked and points to con-
M&M's m-house excess/surplus compare with other governmental Mecklenberg's Mr Spivey ton, D C. 20062 sider when shopping for a
1mes broker, National Brokerage units, Mr Cantor said restaurant's insurance program.

' Agency, will act as managing gen- Property conservation, loss con- Serving on the advisory com- - The Gypsum Assn is offering Cost is $10 Write RIMCO Inc,
eral agent for the program trol and claims management ser- mittee with Professor Roos and the third edition of its industrial 10300 N. Central Expressway,

The program's success will de- vices will be offered to PRISM Mr. Spivey were Betty Connor safety manual The 28-page man- Suite 350, Dallas, Tex 75231 »
pend on its ability to develop a rell- chents through M&M offices as of Memphis, John Haywood o f
able data base, Mr Cantor part of the Insurance coverages or Alaska, Robert Bieber of West-
contends Buyers will be asked to on an unbundled basis Use of chester County, NY, Steven We-

provide loss experience and expo- M&M's risk management semnces ber of Jefferson County, Ala., i m
sure data as part of their apphca- is not required, but participation James Loeb of Scottsdale, Ariz, HOW to place Ite S
tion in PRISM requires ongoing pro- Richard Koerner 9f Greenwich, e a new. report, booklet or promotional brochure,

Hav =
s _ grams that conform to M&M stan- Conn, and Robert Esenberg of * you'd like to send to buyers of insurance? Bustness Insur-
Given this type of data base, rds Vi h, Va

rginia Beac N . . - . . . .
ance-wil describe your material as an editorial service in

we're convinced we'11 be able to In developing PRISM, M&M Also serving were Cheryl Peske, .
ping 9 Y the weekly Info for Buyers column. Simply send us a short

. support and maintain underwrit- went to the public risk manage- formerly with Milwaukee and now L. X X
ing information on along-term sta- ment community for advice on its in private industry, and the late description of the material to be offered, along with a cost
ble basis," Mr Canter notes problems and possible solutions Sheldon Weinberg, who- was risk (less,than $15) and mailing address. Addre5s all contribu-

The apphcation has a separate "Rather than gomg to a market manager for Hennepin County, tigns'to: Jill Kaplan, Info for Buyers, Business Insurance,
$50 processing fee Pubhc entities and tellmg us what a market can Minn,at the time ofhis death this , 740 N Rush St, Chicago, lll, 60611,,
can pay this processmg fee to ob- give, they went to the risk man- winter.
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Longshoremen loadinga cc, tainership in Staten Island, New York

For warehouse-to-warehouse prote(>
tion, Alexander & Alexander starts paying
attention long before the containers come
aboard. We watch through the true]
driver s rearview mirror. We track
progress with the trainman's timetable.
From inland depot to dock, from deck to
destination.

It's not the way you're used to hucing
ships Unless. of course, you are on of the
shippers on A&A's client manifest.

Risk management

But these insider vantage points give
A&.A the best view of the risks th:11 hrset
containers, cargoes and vessels. They form
a frame of reference that helps us design
programs to minimize losses and to coin-
pensate for those that do occur. They
enable our specialists to simplify the com=
plexities of marine insurance-barges to
bumbershoots, crews to claims, charters to
captives, rigs to rivers, property to price

E* + h,siness is unique. Each has
different i is. For insurance, for risk
manag 2. for human resources man-
agemeti 4 lor j,incial services. Thats why
A&A works from a dient's point of view.
Only by working as partners, by solving
business problems together,can we be sure
a com pany gets the most comprehensive,
cost-efficient programs possible.

Wr think our dedication to forming a
close " crice with ourelients isabigrea-

son A: . : has become one of the biggest and
most tivort, 'd insurance brokers worldwide.

Eachof our 1200officeshere and overseas
has th- | 'lities, expertise and strength to
meet i, , cds of any company, large or
small, in , ny industry. Because we work
the same way with every client. From the
client's point of view.
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