
NEW YORK-New York City
could save between $2 billion and
$3 billion in just 10 years by mak-
ing uniform the diverse benefits
of its public employes, and by in-
tegrating those benefit plans with
Social Security.

According to an exhaustive re-
port by the Permanent Commission
on Public Employe Pension and
Retirement Systems, the city could
achieve these economies by adopt-
ing the commission's proposals for
pension reforms.

The report called for a new
statewide approach to public em-
ploye retirement benefits which
would take into account Social Se-

curity benefits paid for by the
public employer, and which would
make provisions for an automatic
escalation in post-retirement, dis-
ability and survivors benefits of
up to 3% a year.

Called CO-ESC ( which stands
for " 1976 coordinated escalator

retirement plan"), the new plan
would apply only to public em-
ployes hired on or after July 1,
1973, because a provision of the
state constitution freezes retire-
ment benefits of workers hired be-
fore that date.

The new plan would involve a
somewhat lower starting benefit
for retired public employes in the
future, but the benefit would con-
tinue to increase after retirement.

In other words, the plan will pro-
vide fewer dollars initially, but
more dollars with each year after
retirement.

Apart from statewide adoption
of CO-ESC, the commission also
recommended special steps New
York City should take to cut ben-
efit costs.

It recommends that the finan-

cially-troubled city cease pay-
ments into union annuity funds
that give certain public employes
retirement benefits greater than
their public pensions and Social
Security combined. In 1975 alone,

payments into these annuity funds
amounted to $25 million.

The report also urged that the
city's increased take-home-pay
program be stopped. Under the
program, the city pays an extra
portion or all of the public em-
ployes' contributions to the pen-
sion system in addition to the nor-
mal employer contribution levels.

The annual cost to the city has

been $170 million annually for the
full program, or, as is now in ef-
feet, $85 million for half of the
program. "The fiscal crisis which
New York now faces has, in good
part, resulted from skyrocketing
public employe retirement costs,"
said commission chairman Otto
Kinzel.

"If the state and municipal gov-
ernments are to restore investor

confidence and once again obtain
access to the credit markets, no
single action could better achieve
this objective than meaningful
pension reform."

Although the commission's for-
mal report estimated that New
York City could save taxpayers $2
billion over the next decade by
adopting its proposals, Mr. Kinzel
thinks the estimate is low.

He said at a meeting in Albany

that the city could save up to $3
billion by following the recom-
mended cutbacks.

The Kinzel commission estimat-

ed that the five New York City
public employe retirement sys-
tems are underfunded by at least
$6 billion. These systems have
been subject on one hand to sys-
tematic underfunding, and on the
other hand to paying for increas-
ingly expensive pensions for pub-

lic employes.
By comparison, the three state

retirement systems are in better
shape in terms of actuarial fund-
ing, but the report warns that even

they will continue to boost tax-
Continued on page 8

IVISM awarded illinois

medica/ group account
By ELISABETH M. WECHSLER

CHICAGO-The Illinois State

Medical Society switched its mal-
practice insurance account, involv-
ing some $ 16 million in annual
premiums, to Marsh & MeLennan
from Johnson & Higgins, Business
Insurance learned.

In addition, the society may ac-

tivate a reciprocal insurance corn-
pany, essentially a captive, already
chartered in Illinois with antici-

pated capitalization of $24 million
from 7,000 of its 11,000 members.

"We've got people in London ne-
gotiating the reinsurance right
now," said Roger M. White, ex-
ecutive administrator of the so-

ciety. Hartford Casualty Insurance
Co., currently one of its under-
writers for primary malpractice
coverage, is interested in parti-
cipating in the captive's reinsur-
ance arrangement, he added.

The society's malpractice account
was turned over to Marsh & Mc-

Lennan about three months ago
because the firm was perceived
as being "more attuned" to help-
ing the society instigate new con-

cepts of risk management such as

peer review and premium alloca-
tion procedures. "Some experimen-
tation is needed," Mr. White com-
mented, adding that he believes
Marsh & McLennan is better

equipped to service the account.

Marsh & McLennan reportedly
will assume part of the 8% com-
mission on the business from

Johnson & Higgins until it is re-
negotiated in July. The brokerage

firm is expected to assist the so-
ciety in making a transition in
coverage to its captive, if activat-
ed. In that case, Marsh & McLen-
nan would act as reinsurance

broker for the captive, Mr. White
said.

A meeting of the society's board
of directors was scheduled for

April 3 to decide whether or not
to activate the captive. Its de-
cision will be based on whether a

captive is the best alternative for
providing the coverage needed at

the most competitive cost, Mr.
White pointed out.

If activated, the captive would
Continued on page 8
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Nuclear utility fire hazards
revealed by insurer probes

By MARIE KRAKOWIECKI

HARTFORD-Five nuclear

power plants were found to be as

potentially susceptible to major
fires as was the Browns-Ferry
power plant near Decatur, Al.,
which suffered combined property

damage and business interruption
losses of at least $50 million last

year.
This information was released

by the Nuclear Energy Liability-
Property Insurance Assn. (NEL-
PIA) following its annual meeting
here March 25. Burt C. Proom,
general manager, declined to name
the nuclear plants which were not
in compliance with safety engi-
neering guidelines set up after an
investigation of the Browns-Ferry
fire.

Two of the plants have already

complied with safety recommen-
dations made by NEL-PIA and by
engineers from Industrial Risk In-
surers (formerly Factory Insur-
ance Assn.), Mr. Proom said.

Two others are "working on

it," but the fifth nuclear facility as
of late March was still "negotiat-
ing" with NEL-PIA over the terms
of the changes it was advised to
make.

The Browns-Ferry fire, started
by careless use of a single candle,
was not covered for property dam-
age of NEL-PIA. As an owned fa-
cility of the Tennessee Valley
Authority, it was covered by the
TVA's self-insurance program.
(Business Insurance, Aug. 25,

1975.)
However, since there is little

available statistical loss experi-
ence on nuclear facilities, the loss
gave the nuclear industry a rare
chance for introspection; NEL-
PIA sent a team to analyze what
happened and to set up a basis of
inspection for the 26 nuclear plants
it insures for property risks.

NEL-PIA had no additional corn-

ments on what the Browns-Ferry
fire would mean for its own un-

derwriting procedures. Its spokes-
men emphasized that the pool,
begun in 1957, has never increased
rates on either property or liability
coverage, but has effectively de-
creased them through its credit-
rating program.

Mr. Proom said NEL-PIA does

not yet have a figure which it
considers to be equal to a maxi-
mum probable (property) loss at a
single nuclear facility, but that its

staff is in the process of calculat-
ing such a figure.

Dr. Norman C. Rasmussen, lead-
er of the team of scientists who

prepared Wash-1400, an in-depth
and controversial study of reactor
safety, was a guest speaker at the
NEL-PIA gathering.

A proponent of nuclear power,

Dr. Rasmussen told the group that
the Browns-Ferry fire demon-
strated "the diversity" built into
nuclear plants beraise no core
melt occurred despite the fire's in-
:ensity.

A core melt refers to a break-

down in the cooling system for the
rods that contain the fuel, urani-
um dioxide, to operate the reactor.
If the fuel reaches 5,000 degrees
cen:igrade, the ro(is nelt. Volatile

components of radioactivity will
then be released, creating the
greatest probable risk to a reactor
plant.

That this did not happen at
Browns-Ferry even though a ma-
jor fire took place, is, in Dr. Ras-
mussen's view, an affirmation of
the safety of design of nuclear
plants. According to a study, the
probability of a core melt is one-
in-20,000 per plant per year. •

Employer negligence
is issue in comp rule

By PAUL R. MERRION

WASHINGTON-Chances are

"very, very good" that measures
providing partial relief of the
product liability problem will be
included in the Senate version of

federal workers' compensation leg-
islation, according to an aide on
the Senate Labor Subcommittee.

Another aide confirmed that the

subcommittee is "seriously" con-
sidering some form of an amend-
ment that would allow machinery
manufacturers who are caught in
third-party product liability suits
to recover damages from negligent
employers.

The amendment, as proposed by
the National Machine Tool Build-

ers Assn. (NMTBA) at hearings
last month. would also allow

manufacturers of equipment which
injures employes to cite an em-
ployer's negligence as a defense
in subrogation suits brought by the
workers' compensation carrier.

Negligence is defined in the
NMTBA-proposed amendment as
a violation of an OSHA standard

or state safety regulation related
to the accident.

The subcommittee aide said that

Sen. Harrison A. Williams Jr.

(D-NJ), chairman, and Sen. Jacob
J. Javits (R-NY), ranking minori-
ty member, are "gung-ho" about
some form of the amendment. A

move will be made to incorporate
it into the bill "in the next couple
of weeks," although it is "very
unlikely that the amendment will
remain in its present form," the

Continued on page 8
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Producers may flee stringent new work comp la -
By JANE WINEBRENNER

CHICAGO-Illinois' new liber-

alized workers' compensation law
has forced several manufacturers

to consider moving out of the state
and may cause further restriction
of underwriting by insurance corn-
panies.

Five companies in the last six
weeks have informed the Illinois
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Manufacturers' Assn. (IMA) of
their intent to move operations.out
of Illinois, according to the associa-
tion's workmen's compensation
chairman Douglas F. Stevenson.

The major insurance companies
writing workers' compensation in-
surance in Illinois said that while

they have no plans to pull out
completely they are either restrict-
ing writing in Illinois or are
watching the situation closely.

Trouble areas in the new Illi-

nois law, passed in July 1975, are
provisions for unlimited death
benefits for survivors; payment of
two-thirds of a weekly salary for
permanent partial disability and,
most important, if a person makes
more than the state's average
weekly salary ($205), he is paid
50% of his salary, to an unlimited
level. Before the law was amend-
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ed, the maximum survivor benefit
was $34.000.

The new law also includes
amendments to the state's Occu-

pational Diseases Act which no
longer requires that a disease
"have its origin" in the employ-
ment to be compensable. (Busi-
ness Inst,ranee, Oct. 6. 1975).

Also the amendments require
the employer to pay for the life-
time accumulation of employes
disability unless the prior disabil-
ity was compensated under the
Illinois Workmen's Compensation
Act. This includes things such as
sight defects and hearing losses,
for which no standards have been
established.

The IMA refused to name the

companies that are leaving the
state but said one large national
company with over 1000 .employes
shifted its operations to a neigh-
boring state because the workers'
compensation costs were prohibi-
tive to its self-insurance program.
The other four companies all had
over 500 employes.

Spokesmen for Aetna Life &
Casualty Co., Kemper Insurance

Co., Hartford Insurance Co. and
Fireman's Fund Insurance Co.

said they have become more re-
strictive on Illinois workers' com-

pensation underwriting.

Illinois' largest workers' com-
pensation writer, Employers of
Wausau, is not restricting or pull-
ing out now but is "watching the

situation very closely," according
to its product manager for work-

ers' compensation James Pope.
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Fireman's Fund's vp of com-
mercial lines, R. C. Carniglia, said
his company prohibits Illinois
writing "unless we see an indi-
vidual workers' compensation ac-
count that is well above average."

Because of the new law, insur-

ance rates for workers' compen-
sation and occupational disease
coverage have increased an aver-
age of 48 % and most insurance
companies say that another 10 %
to 12% is needed.

According to Richard Seligman,
chief counsel of the Illinois De-

partment of Insurance, 10 small

insurance carriers-each writing
under $50,000 in premiums-have
dropped out of Illinois. He is sur-
veying all insurance companies to
determine their underwriting poli-
cies and problems in Illinois in

workers' compensation but has
not decided on any course of ac-
tion.

While the major insurance com-
panies say theyare not totally
restricting their business, com-
panies applying for the state's as-
signed risk pool have tripled in
one year. In 1974 there were 544
pool applications; in 1975 there
were 1,483; and in 1976 the num-
ber may reach 2,145 for the first
six months, according to the Illi-
nois Manufacturers Assn.

Risk pool applicants must be
turned down by for insurance by
three companies and post a large
cash bond in order to be eligible
for the state fund. Manufacturers
and insurance companies have

been testifying before a subcom-
mittee of the Illinois insurance

laws study commission. The hear-
ings were held in response to the
manufacturers' complaints about
difficulty acquiring insurance, ac-
cording to Mr. Seligman.

Philip B. Gehrke, representing
the Chicago chapter of the Risk
and Insurance Management Socie-
ty (RIMS), testified that the
amendments have to be changed
partly because companies have
told him of their plans to move out
of Illinois.

Mr. Gehrke, risk manager for
Joslyn Manufacturing and Sup-
ply Co., also testifying on his
company's behalf, said, "We have
taken a position that we will think

errors &
omissions

• In a story about Eastern Air-
lines Inc. switching brokers from
Marsh & McLennan to Alexander

& Alexander on its aviation hull

and liability account (February

9), it was incorrectly reported that
Marsh & McLennan handles East-

ern's employe benefits account.
The employe benefits account of
the airline was moved from Marsh

& MeLennan to broker Johnson &

Higgins, and J&H continues to
handle it.

• The American Hull Insurance

Syndicate insured a 7.5% share,
or $3 million, of the Onassis super-
tanker Olympic Bravery, which
ran aground off Ushant, France
January 24. An additional 2.5%
was also insured in the American

market, but by companies which
operate independently of the syn-
dicate. It was incorrectly reported
March 8 that the syndicate in-
sured the full 10% written in the

American market on the'$50 mil-
lion tanker.

• Douglas L. Hail of Pillsbury
Co., Minneapolis, was described
as "retired" in a personnel item
about his replacement, Howard H.
Helberg. In fact, 1VIr. Hail is not
scheduled to retire until.later this

year.

twice about expanding in Illinois."
Workers' compensation insur-

ance costs increased 35% in 1975

for Joslyn's 1,100 Illinois employ-
es. He expects the 1976 increase to
be 100% when the full impact in
the number of claims is felt. Mr.
Gehrke said that alternatives he is

studying include self-insurance
and a "heckuva lot more empha-
sis on loss prevention."

The industries hardest hit by the
new laws are high-risk, high-
paying and small-sized.

Mr. Stevenson, the chairman
of IMA's Workmen's Compensa-
tion Committee, labeled the situa-
tion a "crisis" and said not many
employers realized how bad the
situation was before the legisla-
tive hearings. He added that he
did not know if the state's assign-
ed risk pool can absorb all the
companies who are applying.

As an example of the law's ex-
cess Mr. Stevenson cites the case

of an executive killed in the

course of employment. His widow
will receive $41,000 a year for the
rest of her life unless she remar-
ries. His dependents will receive

$41,000 a year until 18. ( Depend-
ents of a worker making $15,000
a year would receive $10,000 a
year until age 25 if attending
school).

Insurance companies claim they
suffered heavy losses in Illinois
even before the law was passed.
Kemper Insurance Co. cites a
Best's Executive Data Service re-

port that shows the industry's
1972-74 loss ratio at 74.6% and
Kemper's own 1974 losses at
95.4 %. An acceptable loss ratio
is 62% according to a Kemper
spokesman.

Illinois is not unique in its lib-
eral benefits but rather for its

open-ended death benefits which
are the center of most of the in-

surance companies' and manufac-
turers' complaints.

If there is no change in the law
as a result of the workers' com-

pensation subcommittee hearings
which ended in Springfield, Il.
March 30, no one seems to know

what will happen.
Mr. Seligman of the Illinois In-

surance Department said he does
not forsee state insurance in the

immediate future.

Manufacturing and insurance
officials are pessimistic that any
change in the workers' compensa-
tion law will occur.

Mr. Stevenson of the IMA, who
is also an attorney, said he hopes
the amendments are changed but
"there's been no change in the
membership of the legislature so
I can't be too hopeful."

Mr. Stevenson also said that

two insurance companies told him
that their decision to stay or drop
out of the Illinois workers' com-

pensation market will be made
by August, depending on the out-
come of the hearings.

One insurance association offi-

cial said the problem is insurance
companies cannot evaluate ex-
posures that Illinois risks might
have.

As the RIMS legislative liaison
Philip Gehrke, noted, "In my per-
sonal opinion the law isn't going
to be changed in 1976. It's an.elec-
tion year and this is a labor
law." •

Montana & N. Dakota
Minneapolis-based John H.

Crowther Inc., excess, and spe-
cialty lines brokers, acquired Oc-
ker General Agency of Montana .
and of Bismarck, N.D. The 12-
year-old company believes its fa-
cilities will enable agents in the

Upper Midwest to insure risks out-
side conventional markets.



Reorganization improves loss prevention

CGL losses for Westchester County were 16%
By LINDA MOSKOWITZ the securing of adequate insur-

ance coverages are all department-
WHITE PLAINS, N. Y -The al responsibilities

lowest loss ratio experienced in In addition, the risk manage-
Westchester County within the ment office acts as the liaison

.past 10 years was scored during group between the emergency
1975 by Robert M Bieber's grow- medical service council, where Mr
ing risk management department Bieber is a board member, and

4/11

Loss experience for the county the county executive office This
totaled 42% last year, according gives the department input into

9,to Mr Bieber the medical services program, Mr.
Comprehensive general liability Bieber said fi ': I

losses, including malpractice, were To upgrade the safety and loss
an astonishingly low 16 3%, which prevention function, an extensive 4

Mr Bieber termed "excellent " In safety training program was put
dollar figures, this amounted to into operation by the risk man-

4

liability losses of $51,556, com- agement department, an innova-
pared with $314,317 m total paid tive move for the county
premiums for 1975

*t.Never before did the county

Mr Bieber attributes the im- get so involved in loss prevention," John Boyd, drector of safety and personnel services of IBM, addresses a meeting of the Westcheste- County
proved loss experience to the re- said Mr Bieber safety directors To the left of the speaker is Dan Jacques, Allendale Insurance Co, Vic Ranoei, Liberty Mu-
organization of the risk manage- tual Insurance Co , and Vic Wilder:, Allendale Insurance Co To the right oF tte speaker is Robel B,eber, di
ment function in the county, and Imtially. safety directors were medor of ris: management, James DiMicell, assistant director of risk maragement, and Louis Cevito, safety
the implementation of some inno- chosen for each department from officer, all of Westchester Courtv
vative loss prevention programs middle to top management per-

Savings have also resulted from sonnel Those chosen spent three the idea of dollar value of loss," the policy has a $1,000 deductible. cars was also developed recenth
review and consolidation of the days attending safety training he commented "Westchester has However, in 1973 :he county by Mr B-eber Anyone driving
county's insurance policies classes. pioneered safety loss prevention paid $13,000 in premiums for this count,1 cars mus: have a license

Originally, risk management was Safety directors report directly within its own cperation," he add- policy with a $5,000 deductible check Drizers wno use their own
handled by the county attorney's to the county executive The coun- ed In rrost municipalities, he Better rates were obtained "after cars must possess srecified limits
office, Mr Bieber explained "The ty executive office issues a general noted, safety programs are har- going into the market, ' Mr Bie- of insurance coverage
people handling lt had other jobs," policy directive to all departments dled by insurance companies ber said. "This acts as a ouffer," Mr Ble-
he said These directors must inspect Currently, the county purchases He terms the loss experience ber said, c.ling the method as an-

their own facilities, set up accl- msurance from commercial cal- on the barge coverage excellent other loss prevention technique
With the election of the present dent review boards and set up riers However, a study on the The barge is valued at 1600,000. Au:o loss figures for 1975 were

county executive, it was decided safety training programs within feasibility of self-insurance is be- American Casualty Co of Read- Sll,267 in losses, ccmpaied with
that risk management would be- their departments Training 15 pro- mg conducted, with a target corr- ing insures the money-security 341,505 in paid prerriums This is
come a separate department, re- vided in such areas as fire evacua- pletion date of early Fall, 1976 policy through the Allen C Ste- a 1css ratio of 27 1%
porting to that officer tion, fire protection and preven- Mr Bieber said vens brokerage A blanket limit The new procedure concerning

The department has grown tion of $125,000 was obtamed for the use of county cars Is only one
Since its inception in March 1973, Safety directors also meet on a Liberty Mutual has handled the policy covering 37 locations The instarce of a general policy which
from a staff of one, a risk man- bi-monthly basis to discuss gen- county's casualty insurance for the County Office Building, however, *ries to shift as much liability as
ager, to three employes, meludmg eral problems and specific prob- past 14 years This includes gen- has a limit of $250,000 The de- possible onto a th.rd party, Mr.
an assistant risk manager and a lems New safety techniques are eral liability, workers' compensa- ductible for this policy :s $1,000 Bieber explained
secretary demonstrated, films are shown, tion, auto liability, and excess and The faithful performance bond, He added that the use of hold

The concept of departmental re- and outside speakers often lec- ambrella coverage insuring against employe infidel- harmless and indemnification
porting to the top executive in an ture In the malpractice area, no sig- ity has a maximum limit of $250,- clauses is another way this goal is
organizational structure is very Driver training facilities had nificant premium increases hare 000 with an additional $250,000 accomplished, providing further
important to Mr Bieber "You also been set up briefly by the been imposed upon the county for the commissioner oi finance, loss reductions for the county •
have to report to the key officer, county's casualty carner, Liberty "They have been very willing to This was purchased through the
whether in a corporation or a Mutual Insurance Co give us maipractice at a realistic Alien C Stevens broker from the
municipality," he said This makes As a result of these programs prce," said Mr Bieber Insurance Co. of North America Yonkers has
it easier to resolve problems, he and increased loss control aware- The first layer coverage is from Some county facilities have in-
feels, as top level management has ness throughout county admints- first dollar loss to $15 million dividual insurance coverages as
the most authority with which to tration, a savings of $175,000 m The first elcess layer insures the they are considered separate legal trouble witn
delegate responsibility all lines was realized by the coun- county from $1 5 milhon to $5 5 entities Insurance premiums are

Safety and security of the ty, Mr Bieber explained rmllion paid from funds belonging to • •
county's people and facilities, dis- "This indicates that Just thmk- Second layer excess coverage these facilities its insurance
aster control, loss prevention, and ing of county safety, has generated limits are from $55 million to The risk management depart-

$25 million This la3 er is rein- ment will act as a consultant to WHITE PLAINS, N Y -While
sured through Lloyd's these organizations, and assist Westchester Co int> nas no trouble

4, Property insurance for West- them in purchasing coverages obtaining adequate insurance cov-
chester is with Allendale Mutual, erage at average market prices,
on a replacement cost basis and Playland, an amusement center, the financially nard-pressed city

1- ...6 k
is fully blanketed with a $10,000 and Westchester Community Col- of Yonkers lS experiencing prob-

- 4/ r=l r deductible Total blanket value is lege are two such separate facili- lems

1
estimated to be $106 million ties ' Tney are finding lt difficult to

1 Before Mr Bieber took or er the To obtain the lowes: rates pos- place co Jerage at reasonable
risk management office, much of sible for the best coverage, Mr costs " said Robert M Bieber, di-

1 the county's property value was Bleber is instituting a refined rectoz of risk management far
r grossly underestimated, by as competitive bidding procedure for Westchestek County, referring to

much as 80% in some cases brokers, agents and insurance excess liatilit> risks that need
Severe losses were avoided companies placl g

.0 when a fire broke out at a counsy In the workers' compensation The cost problem Mr Bieber
.*. t.., Lt:>14·EJ//NA ' M. golf course, shortly after the pro/- area, a crackdown on malingering said, was related to :he financial

erty va.ue was raised has been in effet dilr.ng the past problems of Yonkers as well as
Other policies held by the nine or 10 months, Mr Bleber ex- the general tightness of the cas-

county include boiler and ma- plained There was an Initial 30- ualt> market
ctinery; employe and fidelity 40 % reduction in claims, said

a bond with a maximum limit of Mr Bleber, as a result of these Currently, insurance is avail-

$250,000, a money and security efforts abie to the city up to tt e first $5

3 7 policy lo cor er all county money rhe new pollcy calls for com- mulion for excess liability covel-
held at various municipal facili- pulsory medical examinations of age "They used to have coverage
ties; and a barge pollcy for a ves- employes suspected oz malingering up to the first $15 million," Mr* L 1
sel used to dump solid wates. by county medical 01 ficers to in- Bieber said

sure continued payment if dis- Another problem _s the lack of
In addition, there is a fine art·k ability is verified credit which insurance companies

floater to insure artwork on d. s- 'We'll even have them back on are willing to extend to the muni-
play in county offices and in the a part-time basis," Air Bieber cipality
county art gallery This policy said of employes collecting cgm- 'Insurance companies want their
was purchased through Marsh & pensation benefits money now," Mr Bieber con-
AlcLennan from the Crum & ForE- Workers' compensation had a tinued, as opposed to credit trans-:

ter Group, and sold to the county loss ratio of 414% in 1975, ac- actions or partial rayment meth-
by the North River Insurance Co cording to Mr. Bieber. Losses ods

The sludge barge policy is in- totaled $352,006 out of $850,000 Yonkers self-insures for fire, up
'izz:4 : sured b> Mutual Marine Office of paid out in premiums The pre- to $ 100,000 loss

America and Utica Mutual Insur- mium figure lS unaudited. The difficulties of this West-

-1 ance Co through the Brian Wai- Another study assigned by Mr. chester community however, are
lach Agency of White Plains. Bieber's office was a security having little effect on county lev-
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National health tab may hit $125 billion in 1980
By PAUL R. MERRION

WASHINGTON-According to
recent cost proj ections by Arthur
D. Little Inc., the passage of na-
tional catastrophic health insur-
ance would add $4.5 billion in 1975
dollars to the nation's health bill

by 1980.
If Congress enacts comprehen-

sive national health insurance,
however, the cost will increase
by $13.6 billion, for an annual
total of $125.6 billion by 1980, ac-

cording to the cost study.
In 1975, spending for principal

health care products and services
was $92.8 billion, which the Ar-

thur D. Little study expects to in-
crease by 4% a year until it

reaches $112 billion in five years,
assuming no changes in the health
financing system.

The findings were presented

here March 8 at a well-attended

Arthur D. Little forum examining
the economic impact of national
health insurance.

The Little study assumes that
catastrophic health insurance will

be passed by Congress within the
next two years, while comprehen-
sive health insurance is not like-
ly to pass before 1980.

Catastrophic insurance is likely
to pass soon because of "public
fears of the ruinous medical costs.

and because the "relatively small
number of people affected" would

make it affordable, according to
the study.

The study used specific legisla-
tion now in Congress as the basis
for the cost estimates.

The Long-Ribicoff bill was
studied to determine the impact of
catastrophic coverage; it combines

coverage for health care costs at
catastrophic levels with improve-
ments in general benefits to low-
income families.

The Mills-Schneebeli-Pack-

wood bill and the Kennedy-Cor-
man bill were both used to project
the impact of comprehensive cov-
erage because they represent polar
positions on the financing method:
public versus private.

The first comprehensive bill
uses the private approach-a mix-

ture of employer purchase of
group insurance, with public and
private financing for the elderly
and low-income groups.

The Kennedy-Corman bill
would pay for comprehensive ben-
efits through a tax on payroll and
self-employed and unearned in-
come, plus general revenues.

Sen. Edward Kennedy (D-Ma.)
spoke to the forunn at a luncheon

session and described the advan-

tages of his bill, as well as criti-
cising the Arthur D. Little study.

"I do not believe the study un-
der consideration at this confer-

ence foresees the devastating im-
pact that these cost increases can
have on health care in our so-

ciety," Sen. Kennedy said.

"The study specifically neglects
to give any weight to the cost-
control provisions of national
health insurance proposals-and
views them solely as the source of
new benefits, more inflationary
pressure and higher utilization of
services," the senator said.

He went on to explain that his
version of a national health in-

surance bill would have the effect

-through cost-control measures-
of possibly cutting the nation's
health insurance costs by $21 mil-

Don't go to sea without us.

4 We're Marsh & McLennan.We
handle more marine insurance of

r more kinds than anyone else.
 So when you entrust your hull

or cargo insurance to us, you
 know you can relax. Wherever

 you are, you're never very far
from one of our offices in 54

countries on six continents, and
from our staff of Average
Adjusters, which assures you of
fast, accurate claims service.

No wonder so many shippers and
owners won't leave port until
Marsh G McLennan's aboard.
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lion in 1980. At the same time, the
Congressional Budget Office fig-
ures he was using said the Ken-
nedy bill could increase health
costs by $35 billion over what
they would be without changes in
the current system.

"Whether we achieve the lower

or higher figure depends finally
on how well the cost controls in

the legislation work," Sen. Ken-
nedy said.

"I believe national health insur-

ance is the only hope we have of
controlling costs and avoiding dis-
astrous cutbacks in public and pri-
vate insurance coverage," he add-
ed.

"The real savings potential of
the Health Security Program (the
Kennedy bill) is that it puts the
nation on a strict public budget
for health care-and limits our

expenditures to what our health
taxes raise," he said.

In response to a question fol-
lowing his speech, Sen. Kennedy
said there was "no realistic chance

to pass a good (i.e., comprehen-
sive) bill this year. Even if it
passed, we wouldn't have the votes
to override a veto."

He also stated his opposition to
the passage of catastrophic health
insurance because it is "proposed
as an isolated program, with an
open-ended budget," and it will
not "force us to make decisions
and trade-offs within a national

health budget." •

Municipal
managers to

consider pool
WHITE PLAINS, N. Y.-New

York State's municipal risk man-
agers are considering pooling as
an alternative to traditional in-

surance purchasing methods.

While the idea is still new here,
attempts are being made to de-
velop legislation to make pooling
legal and workable, according to
Robert M. Bieber, director of risk
management of Westchester Coun-
ty.

"The problem here is that it's
never before been talked about,"
Mr. Bieber said.

"The concepts are real and

they're good," he added, pointing
out the success of Midwestern at-

tempts at pooling on the municipal
level.

An effort was made about six

years ago to study the question,
Mr. Beiber recalled, but no grant
money was available in the state
far a study.

Several counties are favorably
disposed toward the pool concept,
he commented.

The pooling approach has been
discussed at meetings of the state
municipal risk managers group,
which includes county and local
risk managers. The group meets
on a quarterly basis.

Although pooling has support
in the state, no immediate fore-
casts or concrete plans have been
formulated according to the risk

management director. •

Tug form is revised
A revised insurance policy form

for tug and towage risks was ap-
proved by the American Institute
of Marine Underwriters board of

directors. The form, which was

last revised in 1959, is patterned
after other hull insurance forms

currently in use. The Institute is
a national trade association com-

posed of more than 100 underwrit-
ers of ocean marine insurance

risks.



Legal opinion.
(Plaintiff attorney awardsbouquetto insurance company.)

An attorney for the plaintiff
is not likely to be a booster
of any insurance company. But
listen to a comment from one who has

spent 20 years representing plaintiffs.

" I want to compliment Employers Insur-
ance on the handling of this case. I have
never before had such a positive feeling that
the best interest ot the injured claimant was the

precipitating factor in the various decisions made
regarding the claim."

The claimant in this case suffered severe burns

on his hands from contact with a 7,200 _volt power
line and was thrown from a height, sustaining
fractures of both legs, a fractured ankle and a
fractured back. Our policyholder, a power com-
pany, was clearly liable.

Our claims-rehabilitation team imme-

diately arranged weekly compensation
for the claimant - even though this was

not a workmen's compensation case. We
paid all medical bills, as incurred, relieving

the claimant of financial worry. And a lifetime
annuity was part of the ultimate settlement.

As an adversary, it is natural for a plaintiff at-
torney to challenge an insurance company's posi-

tion. But Employers Insurance operates on the
principle of doing what is fair for the claimant. \f

it takes extra work, faster action, additional medi-
cal consultations, we do it.

Getting the job done to the satisfaction of the
claimant and the policyholder is a reward in it-
self. Turning an adversary into an admirer is an
added bonus.
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INSURANCE BROKERS

Offering professional services to business

and industry since 1938

11 .

Herbert L. Jamison & Co.

90 Park Avenue

New York, New York 10016
Area Code 212 - 490-7600

Need quick, competitive
quotes on strange risks?
Call Blades.
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State bar files suit to

stop 383% rate hike
SAN FRANCISCO-The 383%

 legal malpractice insurance rate
facing California attorneys has
been halted by a temporary re-
straining order issued by Alameda
County Superior Judge, Robert
M. Barber.

Judge Barber issued the order
against Travelers Insurance Co. as
part of a lawsuit brought by the
California State Bar Assn. against
the insurance company to block
the 383 % boost in legal malprac-
tice insurance rates in California.

The increase would boost mal-

practice insurance premiums for
the average California lawyer
from $329 to $1,588 annually.

The details of the lawsuit were

revealed by a story in the Los
Angeles Times. However, the
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We'll get you covered.
Coverage of unusual risks like a well
blowout or fire is one of ourmore

important lines. And it is tricky.
We helped initiate well control in-

surance, for example. We believe
we offer better and more compre-
hensive coverage because of our

24 yrs. in the business. (We can

protect your client against risks

ranging up to pollution suits re-
sulting from oil spills.)

Blades gives you a single source
for coverage and limits exceeding
$300 million and near-instant

placement. Plus coverage on very

nearly anything from crop dusters

J. H. Blades &Co., Inc.

to political risk and marine risks

(including liability and direct
damage insurance).

Before you make a proposal,
call Blades. We'll get you covered
in a hurry.

Contact G. F. Burke

J. H. Blades & Co., Inc.
P.O. Box 22003

Houston, Texas 77027
|\4 713/526-6551

/    1 Cable: "BLACOINS"I  1 Telex: 775-426
/ Other offices in San Antonio

\·•·· and Bermuda.

state bar's general counsel in San
Francisco refused to make any
comment on the contemplated liti-
gation when contacted.

It was, of course, the premium
rate hike by a unit of Travelers
Insurance Co. that set off the 35-

day physician "job action" in
Southern California which ended
February 4. (Business Insurance,
February 23.)

Most Southern California physi-
cians renewed their malpractice
coverage with the unit of Travel-
ers Insurance "in hopes that the
California legislature would bail
them out by the time that premi-
ums for the second quarter came
due," said a spokesman for the
Los Angeles County Medical Assn.
(LACMA).

But as of early March he said
those hopes for relief appeared ill-
founded.

Bills by Assemblyman Howard
L. Berman and Senator Alfred

Song which aim at resolving some
of the issues in the crisis seem to

be stalled in the legislature.
Moreover, the prediction that

the California Medical Assn.

(CMA) would have an initiative
on the November ballot abolish-

ing a victim's right to trial in a
malpractice case, was mistaken.
A spokesman for the CMA said
his organization's commission on
tort reform, organized on February
11, is not yet officially formed. Al-
though he said the commission
will consider proposals to elim-
inate trials for malpractice vic-
tims, he cautioned that an initia-
tive on the subject for the state
electorate is unlikely before 1977
or 1978.

About 1,500 Southern California
doctors, however, did join an in-
surance exchange called the South-
ern California Physicians Insur-
ance Exchange early this year.
The exchange is being sponsored
by LACMA and six other medical
associations. The LACMA spokes-
man said that premiums for cov-
erage written on a claims made
basis average $4,500. High risk
practitioners pay about $9,000 for
the first year's insurance. There
is also a companion amount to
capitalize the exchange, he said.

The spokesman noted that de-
spite publicity about physicians
fleeing California or abandoning
private practice for the military
or government service, there is as
yet no concrete documentation that
the state is losing its physician
population.

The state bar lawsuit against
Travelers Insurance Co. was said

by the Los Angeles Times to be
based on the argument that the
increase is a violation of a con-

tract with the insurance company.
According to the Times report,
the suit also would demand that

Travelers comply with a clause
that says the insurance covers at-

torneys for acts committed before
they obtained or renewed their
malpractice coverage. •

RBH expands
Tittle & Jones Inc., insurance

brokerage firm in Palo Alto, Ca.,
has been acquired, for an undis-
closed sum, by Chicago-based
Rollins Burdick Hunter Co., which
two years ago acquired Peirano
Bros. Agency of Stockton. The two
agencies will be merged into a
wholly-owned subsidiary to be
known as Rollins Burdick Hunter

of Northern California Inc., with
Jack W. Jones as president. Form-
er pro-football quarterback Y. A.

Tittle, will be executive vp of the
new firm.
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Some people said he'd never use his
hands again. But a UAC professional
wasnt so sure.

In 1971, Bob French injured his neckcausing an almost
total ioss of feeling in his hands.
UAC rehabilitation coordinator Merton Rhoda was as-

signed this case and contacted Bob-a Navy vet and
past commander of the Veterans of Foreign Wars. If
Bob didn't start working with his hands, they could be-
come use/ess.

Merton Rhoda had an idea. "Since you sailed so many
great ships of the past, why not build some."
He gave him several ship models. Bob agreed to give
it a try. The therapy began to work. It worked so well
that Bob is now recreating all the ships that were once
anchored at Pearl Harbor. He is even beginning to turn
"shipbuilding" into a profitable business venture.

Rehabilitating people is nothing new to UAC. We've
been doing it for years only now we're stepping up our
efforts.

Today, UAC is establishing rehabilitation units through-
out the country. What's more, we're sponsoring
seminars in caring for and rehabilitating people with
low-back injuries.
UAC is pleased to play a part in restoring the disabled
to useful lives. And really excited about Bob French's
sea adventure.

For more about UAC services and our Directory of Ser-
vice Locations, write: Mr. Arnold C. Avitabile, Vice
President-Marketing, Underwriters Adjusting Com-
pany, P.O. Box 2504, Chicago, Illinois 60690.

£0
a subsidiary of The Continental Corporation

We are where you need us
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Work comp proposa/ ...
Continued from page 1
aide told Business Insurance.

"As a whole, the subrogation
issue is easier to deal with," the
aide said. "The other (provision
that would allow suits against em-
ployers) is a legal morass. It would
restructure the law in 90 % of the
jurisdictions of this country," he
said.

Several manufacturers of indus-

try have warned that they face
liquidation because of the large
number of product liability suits
in recent years, high awards and
settlements, and the high cost or
unavailability of product liability
insurance.

These critics of the current sys-
tem charge that they are faced
with the cost of compensating in-
dustrial accidents, while the em-
ployer's liability is limited under
state workers' compensation laws
and may be removed entirely
after a successful subrogation suit.

"The practical result is that, for
some employers, it is cheaper to
run a 'butcher shop' than it is to
provide a safe workplace," said
James Mack, public affairs direc-
tor of the NMTBA, at the hear-
ings.

"One company in New Jersey,
for example, is the site of nine
accidents which have resulted in

the filing of product liability
claims against machine tool build-
ers," he added.

The subcommittee aide said that
"a number of senators were

aghast" at what they learned at
the hearing about inequities in the
workers' compensation laws which
are contributing to the product
liability crisis. "A majority of the
senators on the committee are
looking at the amendment with
great interest," the aide said.

Last month, about 70 manufac-
turers and trade associations out-
lined the product liability problem
to government officials in a special
White House meeting. Three of
the six speakers at the meeting
called for support for the NMTBA-
proposed amendment.

However, one speaker, T.
Lawrence Jones, president of the
American Insurance Assn. (AIA),
said t hat countersuits against
negligent employers "would open
the door to wild litigation...
from which only the legal profes-
sion would benefit."

Mr. Jones did say that some
changes in the subrogation provi-
sion of workers' compensation laws
could be made, "as some states
have done in prohibiting subroga-
tion where the employer is at
fault."

However, he told participants at

the meeting that "awards for sub-
rogation of the workers' compen-
sation insurer are not a large part
of the problem facing you." He
said the larger part of the prob-
lem is the "huge awards given to
victims as a result of lawsuits."

After the meeting, Mr. Jones
told this magazine that he plans
to encourage AIA-member com-
panies to voluntarily stop subro-
gating for compensation claims
(BI, March 22). "Something they
(the insurance companies) should
think about is whether the system
shouldn't bear the loss-there's

more of a case today for workers'
compensation as the exclusive
remedy," he said. •

Republic to A&A
Republic Corp. moved virtually

all of its major insurance lines
from Johnson & Higgins, Los An-
geles, to Alexander & Alexander,
Los Angeles. The transfer in-
volved all of the company's pro-
perty coverage, as well as its
workers' compensation, directors'
and officers' liability and aircraft
products liability coverage, ac-
cording to a Republic Corp. spokes-
man. He told Business Insurance

that total premium volume in-
volved amounts to "more than $1
million and less than $2 million."
The spokesman would not com-
ment on why the change was
made, but said the process did not
involve "competitive bidding."

* HIGH
' PERFORmAnCE

In /PECIAL RI/K/
. the Special Risks business is a performance

business. You've got to perform - regardless of the market
---*p conditions. That takes people and experience. We've got both."

1'- -4 Excess Liability • Umbrella
.Commercial Property • Excess Workers' Compensation

j
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3435 Wilshire Blvd., Los Angeles, Ca. 90010 • (213) 381-6501
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New York pensions...
Continued from page 1
payer costs for many years be-
cause of benefit liberalizations

made in the past.
For the first time in the history

of the state, New York public em-
ployes would be guaranteed an
automatic cost-of-living increase
in the form of an escalator of
3%, made each year from the date
of retirement assuming the cost
of living increases by at least that
amount. It would also apply for
the first time to disability and
survivors benefits.

Public employe unions are ex-
pected to oppose the Kinzel com-
mission proposals because of the
dramatic benefit slashes some of
their members would experience
if the recommendations are adopt-
ed. Union sources have estimated

that benefits of city police and
firefighters hired after 1973 would
be about 23 % lower than those of
personnel hired before 1973. Oth-
er public employes would get
about 36 % fewer benefits than
those given out under pre-1973
levels.

About 200,000 of the 1.2 million

covered public employes hired
since 1973 would be affected by
the proposed reforms. However,
their benefits were not negotiated
as a part of collective bargaining,
and are not legally exempt from
being amended.

If it is to be implemented, the
Kinzel plan must be approved by
the state legislature to replace the
1973 pension reforms that expire
next July 1. Action by the New
York lawmakers must be taken

by then or 200,000 employes will
be left without retirement, disa-
bility or death benefits.

Part of the Kinzel commission's
arsenal of statistics is contained in

a separate, technical report pre-
pared by Edward H. Friend & Co.,
employe benefit consultant to the
group. The Friend data includes
a comparison of New York's pub-
lie pension plans with those of four
private companies acknowledged
to provide long-term career em-
ployes with generous retirement
benefits in the private sector.

The tables using figures from
Bankers Trust Co., Eastman Ko-
dak, International Business Ma-
chines, and New York Telephone

I.R.A. and Keogh Plan Errors & Omissions Insurance
W&A has announced the availabilityof an E&0 cover
for Savings & Loan Associations for the handling of
individual retirement accounts and the Keogh Plan.
Although some D&0 carriers will provide coverage
for individual Officers & Directors, it has been diffi-
cult to obtain coverage designed to protect the
Association itself. Savings Banks may also qualify
for similar coverage on a submission basis.

The premium is very modest for a limit of
$250,000 over a $1,000 deductible and it is pos-
sible to provide a retroactive date of 1/1/75. This

retroactive date is significant, since it enables the
Association to enjoy full coverage as of the date
ERISA went into effect.

Further information regarding this new coverage
can be obtained by contacting your local W&A Man-
ager, or Arthur Fullan, Underwriting Manager,
Financial Institutions Department, at our Home
Office.
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Nu York » * tEam , , N- 441
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Co., show that even generous pri-
vate sector plans do not provide
pension benefits on a level of
those of New York public em-
ployes.

"One consequence of New
York's generosity in providing
public employe retirement bene-
fits has been a sharp increase in
the costs of these benefits to the

taxpayers," the report stated.
"Total costs (including employ-

er Social Security and extra an-
nuity costs) have skyrocketed
from $1.4 billion in 1970 to more
than $3.5 billion in 1976, a 150%
increase," the report noted.

To make up for the $6 billion
underfunding in the five New
York City retirement plans alone,
the report found, contributions to
the city pension systems may have
to be increased as much as $300
million a year beginning in 1978,
unless the commission's recom-
mendations are enacted. •

111. medical...
Continued from page 1
provide primary coverage limits
of $100,000 per physician per oc-
currence and $300,000 per physi-
cian per year. Mr. White hopes to
obtain reinsurance limits of up to
$2 million per occurrence and $2
million aggregate.

The cost of the coverage to par-
ticipating physicians through the
captive would be approximately
175 % over present rates, including
the one-time capitalization con-
tribution, Mr. White said. This
compares favorably with Hartford
Casualty's scheduled July 1 in-
crease of 267 % on its group con-
tract with the society. The five-
year contract covers about 7,000
members and rates are negotiated
each year, he added.

Illinois has approved the so-
ciety's plan for capitalization of
$24 million for an expected 7,000
participating members. An escrow
account was set up for the captive
at First National Bank of Chicago.
When $3 million has been re-
ceived, the state will supply for-
mal certification for the captive's
charter.

Medical Protective Co. of Ft.

Wayne (In.), the other underwrit-
er of primary malpractice coverage
to individual members, is appar-
ently not accepting new physician
risks from the society's roster. It
is reportedly renewing current
policies "selectively". Some 3,500
society members obtain their mal-
practice coverage on an individual
basis from Medical Protective. An

August 1975 rate increase makes
its rates currently higher than
Hartford Casualty's.

Mr. White said he has con-

sidered putting coverage for the
society's members out for com-
petitive bid but he believes few
underwriters would be willing to
consider providing the coverage.
Another alternative open to the
society is the state-sponsored joint
underwriting association ( JUA).
But Mr. White believes that "if

the reinsurance for the captive
can be worked out, that is the way
the society will go,"

David Putnam, regional man-
ager for American Health Sys-
tems, a San Francisco consulting
firm, was retained by the society
to perform both general and data
processing consulting work for the
captive. Milliman & Roberts was
retained for the captive's actuarial
work, Mr. White said. An execu-
tive of a casualty insurance com-
pany and a risk manager are
among the staff expected to be
hired to manage the captive mal-
practice msurer. •



Political terrorism is on

rise in Argentina, Italy
but low in Eastern Bloc

LONDON-"Even in countries
where the instance of loss has fal-

len, for example Chile, there is
beneath the surface considerable

discontent and potential for resur-
gence of guerilla activity," be-
lieves David J. Walkr, a director
of Control Risks -Ltd., consulting
arm of ' a Lloyd's underwriting
firm.

In Argentina, he commented
that political terrorism and kid-
napping is "as severe as ever."
He cites "the extreme right wing,
police linked, counter-terrorist
squads which have conducted as-
sassination campaigns on the
streets leading to an escalation of
murders."

Western Europe generally re-
ceives good marks for the low in-
cidence of political terrorist ac-
tivities, with the notable excep-
tion of Italy, Mr. Walker stated in
a special report on projections of
future terrorism aound the world.

"In Italy the situation is ex-

tremely grave... kidnappers have
no fear of adverse publicity if the
victim is injured or killed," he
emphasized.

"The lack of confidence in

Italy's central government, the in-
effetiveness of certain police
forces and widespread tax evasion
(which means that many people -
have money which cannot be de-
clared), means that this ·is a fruit-
ful field for the Mafia and even

amateur kidnapping groups," he
continued.

He predicts a "rash of terrorist
activity on the same scale as what
has occurred in Latin America" in

Africa during the next decade.
"The birth of so many newly in-

dependent countries, the artificial
nature of their borders, their tribe
systems and the weakness of their

central governments must render
them fertile ground for civil war
and therefore terrorist activity,"
Mr. Walker claims.

Noting there are fewer Ameri-
can corporations with expatriate
personnel or other assets in Africa
than in Latin America. Mr. Wal-

ker warns this could change as
natural resources are increasingly
tapped.

"By nature of the terrain, many
of these areas will be difficult to

govern let alone to defend, and
the kidnapping of key personnel
could become the way in which
minority groups seek to achieve
independence or influence central

governments," Mr. Walker sug-
gested in a memorandum to Busi-
ness Insurance.

Lebanon, he pointed out, is "a
classic case of. a country considered
to be the best in-its area and

quickly becoming the worst" in
terms of terrorist activity. "The
situation is still so confused it is
difficult to know how many were

killed ... 150 is probably a rea-
sonable estimate and this excludes

those actually involved in the
fighting," he added.

Eastern Europe, though viewed
as politically stable at present,
could change. "Yugoslavia after
Tito's death could provide an in-
teresting case study," Mr. Walker
commented, adding that for the
most part "terrorism is a problem
for democracies."

A similar situation exists in the

Far East, Mr. Walker believes.
"In Chinese secret societies, kid-
napping has been endemic for
years, but expatriate personnel
have not been affected. However,
the situation is changing in Ma-

laysia and in the Philippines."
Bicentennial celebrations in the

U.S., especially with the visit of
foreign dignitaries coupled with
the difficulty of controlling the
movement of many people, "could

provide an opportunity for the re-
surgence of kidnapping on the do-
mestic scene," Mr. Walker be-
lieves.

"The same could hold true for

the Olympics in Canada and the
possible resurgence of the F.L.Q,"
he continued. "Hopefully the day
of the nuclear terrorist has not

yet come, but no one could say it
never will." •

1-nanc AND L/€ean i w larine
FACILITIES AVAILABLE

TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.
100 PARK AVENUE, NEW YORK, N.Y. 10017 • . 212-953-0580

General Managers-New York Marine Insurarce Co.

-Marine Managers-

ARKWRIGHT-BOSTON INSURANCE CO. LUMBER MUTUAL FIRE INS. CO. OF BOSTON, MASS.

ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL MERCHANTS MUTUAL INSURANCE CO.

INS. CO. MUTUAL FIRE, MARINE & INLAND INS. CO.

EMCASCO INSURANCE CO. NEW HAMPSHIRE MERCHANTS INSURANCE CO.

EMPLOYERS MUTUAL CASUALTY COMPANY UNION MUTUAL INS. CO. OF PROVIDENCE

GRAPHIC ARTS MUTUAL INSURANCE COMPANY UTICA MUTUAL INSURANCE COMPANY

PROVIDENT

1975 Group Leaders

 /A
Ill 1 -14*6 £_ 

Hugh T. Giles Jon M. Agee
Regional Manager District Manager

Gastonia, North Carolina Nashville, Tennessee
Winner Winner

New Group Premium New Group
from Existing Business Life Insurance

Richard M. Russell

District Manager
Los Angeles, California

Winner

New.Group Premium

Donald F. Reardon

District Sales Supervisor
New York, N. Y.

Winner

New Group Cases

Being good in any profession requires a special competence. These four men
demonstrated that kind of competence in group insurance sales by coming out
on top in the categories shown.

They attribute their success to Provident's realistic underwriting and wide
range of coverages, including Permaplan and Provi-
plan*. Of course, we're proud of these and all Provident
our group coverages, but we think it's their

N.T..
PROfessionalism that makes these leaders special. m"i/FIr/'Ram/11;

By the PROS in group insurance

*Permaplan, group permanent tife insurance, and Proviplan, comprehensive medical coverage.
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editorial opinions

A//ocates economic cost of neg/igence
T HE FEDERATION OF Insurance Counsel formed a
1 new committee to press for the nationwide adoption of

modified comparative negligence statutes similar to the law
used in Wisconsin.

As reported in our last issue, some 30 states are now using
some form of comparative negligence, a concept which has
quickly spread since the early '7Os when only a few states
followed the comparative negligence rule.

The lawyer who is chairman of the new committee defined
the Wisconsin law as permitting recovery against one who is
guilty of the greater negligence or equal negligence which
causes damages.

At a time when the courts are tangled in litigation, we
don't like to see lawyers feathering their nests by encourag-
ing more litigation. And that just might be what is happen-
ing here.

On the other hand, substituting comparative negligence
for the old contributory negligence standards is, we believe,
very healthy for everyone. The old contributory negligence
rules were criticized roundly, and justly so, because they
said that a person didn't have any right to recover damages
for injury or loss if that person contributed even in the
tiniest degree to his own loss or injury. This, of course, was
a frequently used defense ploy for employers, manufac-
turers, etc. A defendant always seemed able to show that
the injured party also was guilty of some negligent act
which in some way contributed to the final loss. That law,
it seems to us, was patently unfair.

In addition, it meant that verdicts were all-or-nothing de-
cisions.

Thus, the comparative negligence rule allocates the
economic cost of negligence to the negligent parties who
should pay a defined percentage of the cost. Theoretically,
this is more equitable.

Insurers have feared in times past that institution of com-
parative negligence rules could resurrect old cases that
were barred from court under a contributory negligence
rule.

Now, it seems, insurers need comparative negligence
statutes because they can no longer afford all-or-nothing
jury awards.

Attorneys for insurers are also recommending the use of
special verdict techniques in court, leaving the jury to find
the facts of a case and the court to do the mathematics and

render judgment. While this suggestion has some merit, in
light of recent outrageous and unaffordable multi-million
dollar awards by juries, we don't see that it's needed. The
fact is, judges have the right to set awards (increasing the
amount a jury would declare for damages, or knocking
down the jury's award) at whatever levels they see as pro-
viding fair compensation.

We would call on judges, instead, to have the courage to
stand up to outside pressures and impose ceilings on con-
tingency fees paid to attorneys, as well as to knock down
unreasonable jury awards. They have the power to do this
now, but all too often fail to exercise it.

Services issue coming June 14
T HE MORE SOPHISTICATED risk and insurance man-
1 agers become in putting together complex risk control

and loss funding programs, the more they demand special-
ized services related to these efforts to protect organizations
against surprise losses.

Thus, on June 14 Business Insurance will figain publish its
annual Risk Management Services issue, focusing on the
wide range of advisory services available to the people re-
sponsible for managing risks of loss for corporations and
other entities.

Among the subjects we'll zero in on is captive management
services, with suppliers in the midst of hot competition for
captive accounts as insurance and reinsurance markets
tighten. Malpractice risk control services are on the agenda,
now that organizations with malpractice risks arising from
professional services look to risk reduction rather than in-
surance as the first line of defense.

Employe health services are being used increasingly as
a risk control method, with cost reduction coming in both the
benefits claims area and the employe safety field.

Nuclear property protection and product safety engineer-
ing and consulting services are gaining importance as man-
agers aim to minimize risks of loss.

We'll go to Los Angeles, which has been called "the hold-
up capital of the nation," to talk with sdcurity experts. Polu-
tion liability control through the use of pollution cleanup
services is the subject of another scheduled feature.

We'll also survey benefit planning services and benefit
communication services in the wake of federal pension re-
fornn.

And overall, we'11 scrutinize changes and trends in the
use of self-insurance services of various sorts.

Readers who've used risk and insurance-related services,
as well as those offering their expertise in the form of ser-
vices as advisers, engineers and consultants are invited to
suggest topics for discussion in the annual services issue.
Send your ideas to the Editor, Business Phsurance, 740 N,
Rush St., Chicago, Ill. 60611.

Invitation to ioin panel
THE THIRD Business Insurance Editorial Advisory

Panel Report covering insured versus self-insured risks
is in the mail to the risk and insurance managers who've
agreed to provide details of their insurance programs and
experiences to us on a confidential basis.

We invite other readers of BI to join our panel, and
participate in answering our questionnaires. Answers are
never associated with the names of contributors or their

employer in any way. To submit your name as a regular
panelist, write to Susan Alt, Editor, Business Insurance,
740 N. Rush St., Chicago, Il. 60611.

bnsiness insurance
the national newsmagazine for buyers of emplove, property and

Liability protection and financiat seruices
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letters to the Editor of Business
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cago, It. 60611.

Many Millers
To the Editor: To prevent any

false conclusions or ccnfusion

about the insurers, will you pub-
lish the fact that the grain explo-
sion loss to Goodpasture Inc.,
Houston, Texas, was NOT insured
by Millers Mutual Insurar_ce Co.,
Harrisburg, Pennsylvania.

There are, of course, several
"Millers Mutual's" insurers dom-

iciled in various states. However,
our company has no connection
with this unfortunate disaster.

The only benefit from this ex-
plosion, if it can be considered as
such, is the warning to others
about the extremely high loss po-
tential that exists in many agri-
risks and the urgency for safety
and loss prevention.

Mervin G. Holland Jr., CPCU

president, Millers Mutual Insur-
ance Co., Harrisburg, Pa.

Editor's note: The picture cap-
tion on the front page of Business
Insurance in the March 8 issue

contained the correct information
about the insurer. The item noted
that Miilers Mutual FiTe Insurance
Co. was the insurer of Goodpas-
ture. That Millers Mutual is Zo-

cated in Fort Worth, Tx. There
are, in fact, sir insurance firms
going by the name of Millers. Two
others are also in Fort Worth-

Millers Casualty Insurance Co. of
Texas and Millers Life Insurance
Co. of Texas. Mitlers' Mutbal In-
surance Assn. is located in Alton,
Il., while Millers- National Ins'ur-
ance Co. is in Chicago.

Threat to capitalism?
To the Editor:

Products liability-is it a threat
to capitalism?

America is great because we
produce-production means jobs
in the factories and farms of

America. The insurance industry
and the legal profession are neces-
sary but they are comparatively
unproductive.

It now seems that we who serve
are going to put those who pro-
duce out of business. We are going
to accomplish what the Commu-
nists and the Socialists could not
do, that is force the manufacturers
to their knees and have thenn
come begging for help and relief
to protect themselves from the
consumers, attorneys and the in-
surance company.

We are now at the beginning of
a product liability revolution. We
can't buy insurance at reasonable
rates, if we can obtain it at all
This means only the huge giants
who can be self insured or can

afford the premium can bring old
Continued on page 16
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It's often our responsibility, as insurance
companies, to deal with unpleasant circumstances.

And to helpyou deal with them more
effectively.

That's why we believe insurance compa-
nies, as professional risk bearers, should take
heed of today's sudden, sharp increase in kidnap-
pings. Just as, in the past, they found ways to
help people cope with burglary losses. Fires.
Accidents. And even death.

The member companies of American Inter-
national Group are prepared to meet this new
responsibility. With kidnap insurance for corpo-
rate personnel, private individuals, and their
families. And always, of course, with scrupulous
confidentiality.

We invite your inquiries.
Not available in all states.

American Home

Assurance Company
American International

Underwriters

New Hampshire
Insurance Company

National Union Fire Insurance

Company of Pittsburgh, Pa.
Dept. 130-604-08, 102 Maiden Lane, New York, A.Y. 10005

Please send me more information at:out your
Kidnap Insurance protectior for: 0 My Company
I Myself 0 Myself and my family

Name

Title ( if any)

Company ( if any)

Address

City

'REASE PRIN/

State_ _ Zip

We welcome inquiries from any licensed agent or broker.

'1[n Member Comoanies of

American inte-national Groip
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He knows low premiums may
please you now, but won't later on
when your coverage lets you down.

So he shops around for the right
combination of price, coverage
and service for your business.

He can shop around because
he doesn't work for The St. Paul, or
anyother company.

Which means, of course, he may
not recommend you buy our
insurance.

But we can live with that.
WeVe been working with

independent agents since 1853,
developing and selling all kinds
of business insurance.

And we've become one of the
most stable and successful
commercial insurance companies
around.

So the system works to our benefit
as well as yours.

Because he works for you, not us.
Look for him under St. Paul Fire

and Marine in the Yellow Pages.

a #'hul
Properly&Liability
Insurance

BUSIN ESS THE
RATES,N TOWN'

FIRE HIM.

/5*Ibt Serving you through Independent Agents. St Paul Fire and Manne Insurance Company/St. Paul Mercury Insurance Company/The St. Paullnsurance Company/ ln//0*//AGENT.
\.nr·n/
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by various owners

letters Easier to read tions against various cities and ance costs and resulted in millions
The most pressing problem lS their insurance buying practices of dollars of refunds.

the inability to obtain insurance at To the Editor: This is just a The main oblective of any cor- In all governmental business,
all, or at reasonable cost brief letter to let you know that I porate or governmental subdivi- we draw specifications, utilize full,

Contznued from page 12 Action is needed immediately appreciate the way that you are sion should be to obtain the best cornpetitive bidding from all elig-
and new products to market to prevent the loss of manufactur- setting your editorials up in Bust- possible coverage for the least ible carriers, and we carefully acl-

Now is the time when a manu- ing Jobs Then we can approach ness Insurance. amount of prernium, since in the minister such business for both
facturer has to close down his the solutions to this problem We By this I mean that an artcle case of municipal purchases, this city employees and the taxpayers
business and liquidate it because need today a joint underwriting is continuous until completed, and is done with tax dollars, Most cities don't have risk man-
of his inability to obtain insur- association as the doctors have you are not constantly being asked We represent many such clients, agers Such expertise 8 generally
ance, when the attorney Who ts Where is the press, the TV, the to see page so and so in order to as well as corporations seeking in- hard to conne by, especially in
working on a contingency fee sues radio commentators, and the lead- finish the acticle surance management economies smaller cities
for outlandish sums of money to ers of industry in commerceo It My compliments to you We either charge a fee for our ser-
. If the attorney general of Mis-
punish the manufacturer" for the seems that everyone including the Richard L. Russell vices or we take generally re- souri opposes contract arrange-

malfunction of a piece of machin- politicians should rise up and de- vp, Bezanson Whitehead Rus- duced commissions in lieu of fees, ments for insurance agents, then
ery that 15 100 years old or more mand a change now It 15 ridicu- sell Insurance Agency, Cedar for services performed in behalf of he should be consistent, and force

There are always improvements lous that everyone gets concerned Rapids, Ia our clients, because, quite frankly, all cities to freely and openly bid
in the "state of the art" in manu- over auto premiums going up but we'd rather represent the chent's all legal questions, as they arise,
facturing But the courts hold that no one seems concerned when the
the manufacturer 13 responsible jobs that keep America going are Insurance vs. paper clips interests, as opposed to any single instead of contracting with a local

insurance company or companies. law firm for such technical exper-
for a piece of machinery that could in Jeopardy. To the Editor· The attorney gen- Over the long pull, both we and tise.
have been re-sold 10 tirnes and is Harvey Rooks eral of Missouri seems to have our clients are better off. The same consistency in city
over 100 years old Plus, this ma- Licensed insurance advisor, "reached considerably in his re- This contractual arrangement operations would be true for arch-chinery could have been modified Lynnfield, Ma cent ruling regarding antitrust ac- has dramatically reduced insur- itects, engineers, safety experts,

etc

Why does the complex and vital
field of insurance always get sin-
gled out for treatment accorded

THE CASE OF At first glance, the possibility of fire breaking out in their the purchase of paper clips, type-

multi-million-dollar EDP center was totally out of the writer ribbons, and other mun-

question Then they took a second look Potential fire dane city purchases?

THE COSTL
Perhaps all those Missourihazards were everywhere. Electrical equipment can townships should send all of their

short circuit What if a -able in the sub-flooring Insurance problems, specifications, malfunctioned? How Jould they detect a fire or even get
bid analysis results, contract pro-

COMPUTER
to it? Within minutes, it could all go up in smoke- visions, etc. to Mr Danforth's of-
computers, stored tapes, support equipment, flee in order that he can properly
everything Instead, they had us install a fire provide all the assistance they
suppression system using Halon 1301, a colorless, need, then every agent in the

odorless gas that is safe for people and delicate world could bid on all of Joplin's

electronic equipment Now Ansul's Halon 1301 System insurance After all, who needs
local assistance on insurancel> It'sis ready to react automatically, in seconds, to snuff out
all the same, isn't it"fire and avoid potential aisaster Incredibletr! 1

George A. Corkum, CLU

r_ '1 *6: 9 executive director, Fringe Ben-
efit Consultants Inc, Fort Lau-

/3. derdale, Fl

Arab boycott
1

To the Editor: The information

*

that there lS an Arab boycott of

'8 1, 1,11. . f

%*t  E r -4 TL- 45--
89 American insurance companies
(Busmess Insurance, March 8),
as part of a boycott of Israel wasA

.F-]f E 9, ·2' 22 214 <
5: extremely interesting The reac-
: .- 1 - - f -i*q ;

· <fl
51:5 -4" tion of their competitors, however,4$£5 -, 75,4-- <142 r & 2

e was shocking Those insurers who
11 - fwid-Tf!t-31 1-1111.1-=.-1- -1 are not on the list are apparentlyS '2 -,

,,4 -th-_ - I - delighted to participate in the boy-- 1111 11-
4* r

7-1
4 cott in spite of the fAct that par-

-1- r-r-1 -7 .- r 79.. -f -& 1 I
1 , 411'L --1, 1 4,11'Z- "' -,li  'S,F'' r 2 ticipation violates national policy

'-I'i_':ifIT-J_,0 4-fy&6<4*TIi-i-i 1"4,e-, r + I r-11
expressed by the Export Admin-

1

istration Act and, possibly, the
t 2,-4 iry·* B<rJ»-5, '",, 4%&LI]EL t '' Br, Sherman Anti-Trust Act.

. '5£!1'- '1,-,%6'5-1':'Ll--' 4 - -1i' i1 0 4, Al - . This heartwarming display of
r?%&

t

patriotism exemplifies the Com-
I'

1 munist claim that· "Capitalists will
pl r " cornpete with each other to sell us

·A

the rope with which to hang
:

f' -d-- ' a,*C - - .

'41-4 · , 74,4 .: 0,1--5 'them"
3

1- Irwin Herschlag

-< r*
74 7%! 513,0FA- 1&*24 .4 vt, 6 1 #PX ;. 4 Law Offices of Thomas W Glea-

,
St son, New York, N. Y.

.# r_r r

f«
4 Reprints

//
,

To the Editor· In your week of
January 12th issue, on page 1, you

printed an article entitled "Com-
4 panies pay up to 400% more m-

surance, risk manager poll shows "
Our agency would be Interested

in receiving reprints of this entire
t article, should they be available

,: We would be interested in obtain-

ing at least 100 copies of the ar-3.

ticle.

Sharon A. Stubbs

ANSUL Our files are full of case histories like this, Wherever Robert E. Miller Insurance

Agency, Kansas City, Mo
you find serious fire hazards or high fire risks you're

...the fire likely to find Ansul in factories, refineries, offshore Editor's note: We're happy to
platforms, mines, airports, ships, computer rooms, res- oblige with the request for Te-

prolection » taurants V/e make fire extinguis}ling equipment but prints Readers who mav be in-

company
we sell fire protection That means superb hardware, terested m obtaining reprints of

plus professional hazard analysis, training for your stories, very quickly following

people and a worldwide distributor service network publicatton, may contact the Te-
pnnt manager, Business Insurance,

Want to know more? Write. The Ansul Company, 708 Third Ave, New York, N Y.

*m Marinette, Wisconsin 54143 Or call your local Ansul
10017 or call Ronnie Drachman

Il Man-he's listed in the Yellow Pages
at (212) 986-5050. The charge is

$25 for the first 100 copies, one
side of a page, although the charge
drops down to only $6.50 for the
second 100 copies.
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Conservatio saved tbe-alligator.
It can save yourplant too.

Just 20 years ago jbe American alligatot# was
nearly wiped out by ]@acbers. Since protected by-new

legislation, it is noi making a strong comeback.
By fotiowing tbe 4ic principles of loss control,

you can protect your property a,gainst major disaster.
And tbat'slubere Allendate lnswrance can belp.

AE'.4 0
A liondolo Pdrk .{Inhnetdn.,RhAAS ktmnri f)091 9
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Catastrophic claims batter hull risk syndicate
By MARIE KRAKOWIECKI

NEW YORK-The American

Hull Insurance Syndicate, which
underwrites roughly three-quar-
ters of all domestic bluewater hull

risks, will raise insurance rates
this year to stem eroding premium
revenues.

The syndicate suffered the

worst peacetime year in its 55-
year history in 1975, chairman
and manager Allen E. Schumacher
said at the group's annual meeting
March 18. He said the syndicate
would also try to dissuade rein-
surers from working with certain
direct writers in the marine mar-
ket.

Six catastrophic claims (some
still pending) alone in 1975 were
equivalent to 35% of the syndi-
cate's premium writings for the
whole year. Total losses in the
category of claims exceeding
$100,000, forced the AHI's to pay
out a record two-thirds of its
premium writings.

And these casualties involved
what Mr. Schumacher called some
of "the best managed and main-
tained fleets on our books."

Since Mr. Schumacher reported
that the syndicate's 51 participat-
ing insurers have total hull pre-
mium writings of approximately
$80 million (with capacity of an
additional $40 million per vessel
limit), the catastrophic losses last
year probably cost the syndicate
about $28 million, and the other
casualties about $53 million.

Making the situation more dra-
matic was a dropout rate by fleets
at renewal time. Some 51 fleets
stopped insuring through the syn-
dicate, and were primarily re-
sponsible for a $6.8 million premi-
um loss in 1975.

Other fleets which stayed with
the syndicate, Mr. Schumacher
said, managed to further erode the
premium base by assuming higher
levels of risks ( deductibles) in or-
der to cut insurance costs.

He told Business Insurance that

as unhappy as the syndicate is
about losing potential premiums,
it would still not try to impose any
sanctions for these moves (for ex-
ample, refusing to provide insur-
ance to a firm with a sizeable self-
insurance prograrn). But rate

hikes are definitely ahead.
Just how much the syndicate

plans to increase hull rates is un-
clear. But it will be trying to re-
cover from the inflated costs of
ship repairs in recent years.

Mr. Schumacher would not com-
ment on any range or expected
percentage increases in premiums.

Because many insurance buy-
ers make price the prime consid-
eration in placing any commer-
cial risk, the syndicate seems to
be facing serious problems from
the London market, which is ru-
mored to be cranking up a price
war in the marine area.

"There are major problems in
London as two philosophic fac-
tions are at loggerheads. It's chao-
tic at the moment, because you
have disagreements between those
whose philosophy is one of rate
adequacy, and those who argue
for spread of risk," he said.

He criticized London insurers
who are aggressively seeking to
spread their risks, even to the
point of lowering the quality of
their books, by cutting rates.

He said the consensus of syn-
dicate members was that they
would rather continue losing busi-
ness than buckle under to terms

which are "clearly inadequate."
He told reporters that the AHIS

expects as much as an additional
15% reduction in its premium
writings as a result of its stance,
but that it is resolved to keep its

premium base frc,m eroding due
to unsound pricing.

Part of the quarrel the syndi-
dicate has with the London mar-

ket, the Continental European
market and ever_ some of the
American marine insurers outside

its membership, stems from the
undercutting of "following" and
"leading" agreements among un-
derwriters which is taking place.

Domestically, the AHIS is us-

ually an independent "leader,"
which means it sets the rates for

a given risk, and then t rokers in
this country and elsewhere line
up additional coinsurers who ac-
cept those rates, or "follow" them.
The AHIS although it writes the
bulk of hull coverage in this coun-
try, does not insure any single
vessel lOC %. There is always
the underwriting combination of
"leader" and "followers. '

AHIS does a certain amount of

following on domestic coverages,
but on its foreign business it is a
leader on three-fourths of the

vessels, and a follower on only
one-fourth of them.

Of about $820 million in yearly
hull premium writings, London
walks off with the lion's share.

The AHIS writes about $80 mil-
lion in annual premiums, and by

Mr. Schumacher's estimates, the
Amirican market outside of AHIS
writes about $40 million, with
London capturing some $700 mil-
lion

Thus, the syndicate is acutely
sensitive to fluctuations in Lon-

don's business. If it accepts a po-
sition as a follower to a London

lead,r, it must be careful that the
rates are acceptable. If it is the
leader, there is always the worry



that the London followers may

try to undercut the price and walk
off with all of the hull premiums.

Although there are agreements
in London among Lloyd's brokers
that no undercutting of a leader's
rates will occur, according to Mr.
Schumacher there is undercutting
and breach of agreements making
the whole market "dangerously
underpriced."

What is also evolving, besides

consternation on AHIS' part, is a
situation in continental Europe

which is making the price war

even worse, Mr. Schumacher ex-
plained. "We're seeing a reaction

attributed to their (the marine
underwriters') concern about be-
ing swallowed up by London. In
the process, they are reaching for

business and are therefore quoting
cheaper rates. This is especially
noticeable in the German mar-

ket," the AHIS chairman said.
Notwithstanding Mr. Schumach-

er's experience, it would appear
that any risk manager trying to

cut insurance costs by placing a
hull risk in Germany would be
up against a difficult task.

Wolfgang Marquardt, vp at
Frank B. Hall's marine depart-

ment and a German himself, ex-
plained that approaching the Ger-
man hull market would be very

complex matter for a U.S. buyer,

There are apparently no Ger-

man companies writing in New
York, and if the business is placed
there at all, it's usually done
through a broker who would try
to work out a worldwide cover.

London would typically be ap-

proached, then perhaps Norway,
and if Germany came into the

a..

.A

picture at all, it would probably
be on the periphery.

"I personally find the German
market not competitive at all," Mr.
Marquardt said.

"German rates may be lower

for German fleets. But that's be-

cause they have small, dry cargo
vessels, and very few tankers. An
American flee: may be the wrong
one to try to get a good price on
the German market."

Furthermore, any American ves-
sels with mortgages guaranteed
by the U.S. government are not
permitted to be insured with a

business insurance, April 5, 1976/19

non-admitted carrier, effectively

eliminating the German market.
So, American risk managers

looking for hull coverages are still
essentially limited to rates set by
London, by the AHIS, and by oth-
er American insurers.

Mr. Schumacher, speaking on
behalf of the syndicate, com-
plained that some of the direct
writers of hull insurance are man-

ipulating reinsurers and damag-
ing the market.

"Reinsurers unaccustomed to

marine insurance have appeared
on the scene in recent years. Some

have plainly prepared themselves
through careful study and taken

care to align themselves with di-
rect writers of demonstrated abil-

ity. Others, however, have ven-
tured into the field on what seems

something of an experimental

basis and have fallen prey to di-
rect underwriters who are in-

clined to use the newcomers' cap-

ital without really j oining them
on the risk," he charged.

He noted that the direct writers

he was referring to would do this
by underwriting a shaky risk and

then living on the override or
ceded commission from the un-

wary reinsurer. This use of cap-
ital, he said, has generated an ar-

tificial capacity.
Contrary to what may be gen-

erally believed of the AHIS, Mr.
Schumacher said it never uses

London reinsurers on any of its
business. "That's the one absolute

restriction we put on brokers." •

Six claims

wipe out 1 /3
of premiums

THE AMERICAN Hull Insur-

ance Syndicate has insurance for
roughly 2,000 ships on its books,
yet it took only six maj or disasters
in 1975 to wipe out an equivalent
of 35 % of the syndicate's premium

writings for the year. They were:
• The EDGAR M. QUEENY,

an American flag vessel, which

collided with the CORINTHOS,

presented the worst collision loss.
Both ships were insured by the
syndicate, which noted in an in-
ternal memo:

"Should the EDGAR M.

QUEENY be held solely at fault,
a distinct possibility bearing in
mind since the CORINTHOS was

moored at a discharge facility on
the Delaware River at the time,

this casualty could rank as one of

the most serious in the syndicate's

history, approaching $10 million."
Liabilities of that case have not

been decided. But in the mean-

time, the syndicate paid out the
largest total loss payment in its
history, $8.4 million for claims of:

• The KRITI SUN, a tanker
struck by lightning in Singapore.
It was declared a total loss esti-

mated at about $28 million.
• COLON BROWN, an ore car-

rier stranded returning to Halifax.
It cost the syndicate more than $4
million last year.

• GLOBTIK SUN, a British
flag tanker which struck a drilling
platform in the Gulf of Mexico.
The syndicate's 25 % share was in
excess of $2 million.

• DELTA MAR, a barge car-

rier which collided in the Gulf of

Mexico off Galveston, with dam-
ages in excess of $1 million.

• EDMUND FITZGERALD, an
ore carrier which disappeared
with all hands on board on Lake

Superior. The syndicate's payment
was more than $1 million.

If these catastrophes, plus the
syndicate's other losses for thc
year are taken into account, in-

cluding potential net liability of
the EDGAR M. QUEENY, the to-
tal could exceed $22 million. •
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Consistently superior
investment results

Again in '75 Unionmutual reinforced
its leadership position in the pension
field. While no one expected us to wind
up in the foothills, our 9.90% new money
rate is the highest in our history. It recon-
firms the investment ability which pension
experts have come to expect from us.

Higher actual results
mean higher guarantees

Particularly in the past few years, a
growing number of pension funds have
come to realize the soundness of seek-

ing guarantees.

While "new money" is but one meas-
ure of performance in pensions, there's

T

no question that higher actual results
lead to higher guarantees.

The highest guarantees
in our history

For 1976 we are offering the highest
interest guarantees ever in our group
pension line. These guarantees are avail-
able on our broad range of group annuity
contracts. On our direct rated contracts

for example, we are offering 9.75%
guaranteed through year-end.

We wrote the book

on New Money

We've written a booklet entitled "NEW

MONEY (The Method Behind the Mil-
lions)". Ittells you what a "new money"
rate is, how it's calculated, and how it

affects the cost of retirement plans.

So, if you seek the summit, you ought
to have a copy.

FREE BOOKLET -----

D Send me a copy of"NEW MONEY (The
Method Behind the Millions)".

0 Tell me about your new interest guarantees
for '76.

Name

Firm

Address

City

State Zip

Mail to:Art Ross, Director
Retirement Income Needs

Department A
Unionmutual, 2211 Congress St.
Portland, Maine 04102

or call (207) 775-4411
,

 unionmutual



22/business insurance, April 5, 1976

info for buyers

T o receive literature listed in Info for Buyers write directly
1 to the name and address accompanying each item, men-

tioning that you saw the offering in Business Insurance. Read-
ers are welcome to submit items for possible inclusion in the
column. All items that are free and have informational value to

readers are eligible. The column will also consider items for
which there is a modest handling change. A sample of your

literature should be sent to Info for Buyers, Business Insur-
ance, 740 Rush St., Chicago, Il. 60611.

o A Progress Report,-Health In-

surance Protection Against Large
Medical Expenses has been re-

leased by the Health Insurance
Assn. of America. It states that

almost three in four Americans

under age 65-135 million persons
-have this protection. Coverage
includes major medical plans pay-
ing benefits which range from

$10,000 to $250,000 and sometimes
are unlimited. Free copies are
available by writing to: Health In-
surance Institute, 277 Park Ave.,
New York, N.Y. 10017

. Petroleum Fire Protection Sys-

tems from 3M Company describes
in four pages the use of Light
Water AFFF Systems in petroleum

storage. The 3M Subsurface In-
jection System, listed by Under-
writers' Laboratories Inc., is de-
fined and test data included. For

a free copy, write to David A.
Glas, 3M Company, 3M Center,
Fire Protection Systems, Bldg.

223-6SE, St. Paul, Mn. 55101.

• A discussion of the university
risk management function, the
tools necessary for -its operation
and the input from the academic
community necessary for its sue-
cess is found in The Resource
Challenge: Risk Management in
Higher Education. For a free copy
of this brochure from Risk Plan-

ning Group, write to H. Felix
Kloman, president, Risk Planning
Group Inc., 24 Old King's High-
way South, Darien, Ct. 06820.

. Thinking About the Future is a

newsletter published by Alexan-
der & Alexander Inc. which

probes broad economic and finan-
cial topics such as future invest-

ment capital needs of the U.S. and
world food trends as they relate to
inflation and political power. The
newsletter is authored by Geof-
frey N. Calvert, economist and ac-
tuary. For a free copy write to:
Scott Taylor, Vice President-Com-
munications, Alexander & Alex-
ander Inc., 185 Ave. of Americas,
New York, N.Y. 10036.

• Employers can offer an income
tax preparation service to their
employes at a benefit cost under
one cent per employe hour, H&R
Block says in a booklet entitled
An Employe Benefit. The bro-

chure describes how the program
works and its cost, advantages and
desirability. Unlike benefits used
only in time of accident or illness,
tax preparation gives employes
help with a difficult problem each
year, says H&R Block. For a free
copy, write to: Louis S. Cupp, Di-
rector of Group Tax Services,

H&R Block Inc., 4410 Main St.,
Kansas City, Mo. 64111.

6[Nilit REINSUR"Ci

GENERAL REINSURANCE CORPORATION
HOME OFFICE: 600 STEAMBOAT ROAD, GREENWICH, CONN. 06830

Offices in Atlanta, Chicago, Dallas, Hartford, Houston, Los Angeles, New York, San Francisco, Montreal, Toronto and London

Board of Directors

DAVID L BABSON
Chairmanof the Board

David L. Babson & Company,Inc.

JEAN-PIERRE BRUDERER
Executive Vice President
Bectrowatt Ltd., Zurich

CHARLESW. BUEK
Chairman of the Board

The United States Trust Companyof
New York

JAMESA. CATHCART, JR.

CARL DE GEER
President

Aktiebolaget Investor, Stockholm

KERMITGORDON
President

The Brookings Institution

ALBERT J. HETTINGER. JR.

Lazard Fr6res & Company

LUTHER G. HOLBROOK
Vice President
Richard K. Mellon and Sons

HAROLDJ. HUDSON,JR.
Chairman of the Board

GILBERT W HUMPHREY
Chairman of the Board

The Hanna Mining Company

GILBERTE. JONES
ViceChairman
IBM Corporation

ANDREW W MATHIESON
Vice President
Richard K. Mellon and Sons

HARVEY MOLE
Consultant
United States Steel and

Carnegie Pension Fund, Inc.

FRANK W MUNSON
President

NATHAN R. OWEN
Chairman of the Board

General Signal Corporation

EDWIN O. REISCHAUER

University Professor
Harvard University

FREDERICK K. TRASK. JR.

Payson & Trask

Consolidated Financial Statement/DECEMBER31, 1975

ASSETS

Marketable securities:

Bonds

Preferred stocks

Common stocks
Investments-unconsolidated overseas subsidiaries
Real estate

Cash in banks and office

Premiums and accounts receivable

Accrued interest and dividends
Other admitted assets

Total

LIABILITIES, CAPITAL AND SURPLUS
Claims and benefits reserves

Life and unearned premium reserves
Reserve for commissions, taxes and other liabilities

Funds held under reinsurance treaties ,
Mortgage payable

Total Liabilities

Capital (shares authorized and outstandiAg
5,445,000; par value $2.00 each)

Paid-in capital
Unassigned surplus

Policyholders' surplus

Total

$794,117,256
35,687,236

192,983,377

7,036,704
23,572,468

8,632,003
113,871,050

15,441,021
16,572,329

$1,207,913,444

$638,291,132

267,225,554
47,316,436
26,845,680
20.000,000

999,678,802

10,890,000
5,179,304

192,165,338

208,234:642

$1,207,913,444

Bonds are stated at amortized value in accordance with the requirements of regulatory
authorities and would be approximately $709,073,789 at December 31, 1975 if valued
at market. Stocks are stated at market value except stocks in unconsolidated overseas
subsidiaries which are carried at estimated net worth.

The above financial statement is fully consolidated with respect to the parent company
and domestic subsidiaries. ,

General Reinsurance Corporation Subsidiary Companies

Domestic:

General Reassurance Corporation, Greenwich, Conn.; General Reinsurance Life Corporation, New York, N.Y.; North Star Reinsurance
Corporation, New York, N.Y.; Herbert Clough Inc., Greenwich. Conn.: and GRC Realty Corporation, Greenwich, Conn.

Overseas:

, General Reinsurance Corporation (Europe), Zurich, Reinsurance Company of Australasia Ltd., Sydney.

• Statistics and facts about prop-
erty and casualty insurance lines,
as well as loss data are available

in Insurance Facts: 1975 Edition,
published by the Insurance Infor-
mation Institute. Single copies of
the book are free. Included in the

annual statistical roundup are loss
occurrences for which the property
and casualty industry have paid
claims, such as fires, highway ac-
cidents, business failures, crime
losses, and major windstorms dur-
ing the year. For a copy write to:
Insurance Inforrnation Institute,
110 Williams St., New York, N.Y.
10038.

. Businessman's Guide to the

Telephone Interconnect Industry
is a brochure from American

Phonetronix division of Merrifam

Co. describing the benefits of an
interconnect system and raising
questions for 'prospective buyers
or leasors to ask before they start
using interconnect systems. For a
free copy write to: Robert Dors-
kind, Executive vp, American
Phonetronix, 919 Third Ave., New
York, N.Y. 10022.

. Looking for the Best Dental
Care Plan for Your Group? asks
Delta Dental Plans Assn. which

offers this comparative review of
the characteristics of group pre-
paid dental programs. Emphasis is
on administrative and provider
compensation features of plans.
Delta Dental Plans is a system

of dental society-sponsored ser-
vice corporations. Single copies
are free, available by writing to
James Bonk, Assistant vp, Delta
Dental Plans Assn., 211 East Chi-
cago Ave., Chicago, Il. 60611.

• The 1975-1976 edition of the

Gypsum Assn, Fire Resistance De-
sign Manual is now available. It

presents data on fire resistance
and sound control plus related
information on partition heights,
design weight and thickness. The
manual is referenced by the three
major moodel codes-BOCA, ICBO
and SECC-as well as minimum

property standards published by
the U.S. Department of Housing
and Urban Development. Single
copies are available at no charge;
orders for two or more copies will
be filled at 85 cents each plus post-
age and handling. For information
contact: Gypsum Assn., Suite 1210,
6003 Orrington Ave,, Evanston, Il.
60201.

• Firesafety Systems Ideabook,
"an ideabook to help you protect
your building and its occupants,"
describes how the Johnson JC/80
computerized firesafety system
meets the demands of today's
buildings and firecodes and offers
advice on selecting the proper
system and equipment. Free cop-
ies are available by writing to
George E. Huhnke, Sales promo-
tion manager, Johnson Controls
Inc., 507 E. Michigan St., P.O. Box
423, Milwaukee, Wi. 533201.

• A brochure describing Mosler's
40OA Grade A Mercantile Alarm
System, which provides protection
against hold-up attempts, break-
ins and burglaries, is available
free of charge. For a copy, write
to Ken Bird, Marketing Commu-
nic., Mosler, 1561 Grand Blvd.,
Hamilton, Oh. 45012.

• The Rough Notes Co. has pub-
lished the 1975 Special Multi-
Peril Guide, containing new ma-
terial on the underwriting guide
for SMP condominium coverage.
SMP condominium general prop-
erty form MLB-29 and MLB-29A,
and commercial umbrella loss ex-
amples. Other sections of the 112-
page booklet have been signifi-
cantly revised. Cost is $3.50, less in
quantity. Order copies from: The
Rough Notes Co. Inc., 1200 N.
Meridian St., Indianapolis, In.
46204.
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We won't claim there's a simple solution
to all business cash flow problems.
But ..Northwestern National Life has

developed a number of unique
nsurance plans designed to eliminate

the age-old dilemma of over-collecting
premiums, then returning them at the

| end of the risk period. We call them
"

' our "Cash Flow Concepts:

Experience Rated Life Plan
Retrospective Premium Plan
Minimum Premium Plan

Administrative Services Only Plan
Stop-Loss Insurance Plan
with Self-Insurance

\ Secitrities in Lieu of Reserve Plan
4 Extended Grace Period Plan

Northwestern National Life offers

all these cash flow plans in countless
combinations and variations. And,

< more importantly. we offer a good deal
of experience implementing them.
So you get the maximum dollar impact
on cash flow. Managing cash flow
can get complicated. And that's where
we can be of real help. Just write
or call:

Al Benson

Northwestern National Life

Insurance Company
Box 20

Minneapolis. MN 55440

, (612) 372-5350
NORTHWESTERN NATIONAL

LIFE INSURANCE COMPANY

HOME OFFICE · MINNEAPOLIS, MINNESOTA

///

lili

m.

t..

I I

-/.'-I.-/.- -C-
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By JOHN REVETT coverage is being widely reevalu-
ated by business and industry as
the result of a general insurance
awakening stemming from the
subway crash, plus recognition of
spiraling manufacturing and tech-
nology values. There has also been
a rash of fires in plush new of-
fices and a subway business ar-
cade fire to add to insurance pre-
occupations.

24/business insurance, April 5, 1976

Subway disaster fuels insurance cost
spiral and liability issue in Mexico

MEXICO CITY-Business and

personal liability is undergoing
vast change in this country as a
result of last fall's subway dis-
aster, government actions in its
wake, and subsequent across-the-
board reconsideration of protec-
tion needs.

The legal liability trend is
sharply upward: Quadruple the
previous liability coverage re-
quirement under a newly passed
law. This affects serious injury
situations, permanent disability,
and loss of life.

In addition, property insurance

The Mexico City subway crash
stunned the country and its gov-
ernment. The elaborate, artfully
designed metro system was less
than six years old and the pride of
the "new" Mexico when a stopped

DAVIS, BORLAND & CO.
INSURANCE BROKERS

99 CHURCH ST., N.Y., N.Y. 10007

train was rammed from behind by
another at high speed. Between 35
and 45 people were killed and
many more seriously injured, ac-
cording to the best estimates of in-
surance sources. The exact death
toll is still a subject of some con-
troversy and officials decline to
discuss it.

But the government stepped in
dramatically with financial com-
pensation in a country that had
tended to respond to tragedy with
emotion, sympathy and person-to-
person aid.

Mexican President Luis Eche-
verria announced that the fami-
lies of those killed in the crash

TEL: (212) 791-2100

t

each would receive 100,000 pesos
($8,000 U.S.) outright from the
government in addition to what-
ever personal or employe cover-
age might have been involved.

This was an unprecedented step
that went for beyond the require-
ments of Mexican law at the time,
which called for indemnity for
death or serious disability cases of
about 20,000 pesos plus a possible
7,500 pesos more if a court or-
dered "moral" compensation. The
indemnity regulation was based on
the victim's earnings and couldn't
exceed 25 pesos per day. Most of
the subway crash victims were
middle or lower-class workers.

In addition, the compensation
set by the Mexican president far
exceeded subway coverage via the
government's insurance agency for
its own operations, Aseguradora
Mexicana, according to insurance
sources.

The action also led to new in-

surance legislation-now in effect.
It boosts required compensation
for accidental death or permanent
disability to four times the mini-
mum daily salary, for 600-to-900
days, plus an additional one-third
of that amount as moral compen-
sation awarded by a court. In ad-
dition to personal and auto (or
truck fleet or other transportation
system) coverages, the new law
also applies to accidents in the use
of machinery or other manufactur-
ing and business equipment, and
aircraft liability.

Because of possible additional
medical and hgspital expense re-
quirements, bfisiness insurance
writers here are advising their
clients to increase their coverage
on a basis of between 400,000 and
500,000 pesos ($32,000 to $40,000
U.S.) for risks involving each
employe who may not be ade-

quately covered and for possible
physical damage to the general
public.

"We have fleet owners and
others who are astounded by this
and are talking in terms of self-
insurance, but most companies of
significance see that this had to
come," said one maj or insurance
writer here. He added that some
international companies "were

ahead of it."

Insurers are well aware of the

new law's stimulation of growth
in the insurance industry here and
there are estimates that the

amount of insurance being written
here is already well over the $100
million (U.S.) premium mark. "It
could be more than $15 million to
$20 million (U.S.) among the top
three or four companies alone,"
including the recently combined
Johnson & Higgins-Brockman &
Schuch operation here ( Business
Insurance, Dec. 1, 1975), accord-
ing to one estimate. It was noted
that approximating a total is
made difficult by rapid and as-
yet-uncharted growth in employe
benefits.

Mexico's increased insurance

awareness is also evident in ex-
pressions of concern by officials
and business executives who want

tighter building safety and mate-
rials safety regulations.

An estimated 70,000,000-peso
fire burned out Bulova Watch and
other offices in a new building
here recently. It was. followed by
two smaller office building fires
and a major blaze in a downtown
subway station arcade. The fire
temporarily shut down the sta-
tion and seriously damaged shops
and wares, most of which were
believed uninsured. Short circuits

are getting most of the blame
from authorities in connection
with the incidents. •

Reinsurance
prowess.
Capital, experience and staying power.
Three big reasons Prudential Reinsurance
Company is a major factor in its field.

We're staffed with specialists in
property and casualty underwriting.
Innovative, aggressive professionals with
the funds to back them up.

If you have reinsurance needs,
just talk to the tiger.

Write: Prudential Reinsurance

Company, Post Office Box 908,
213 Washington Street, Newark, New
Jersey 07101. Call: (201) 643-6661,
Facultative and Treaty. Telex: 13-8698.
Branch Offices: Los Angeles and Chicago.

Prudential Reinsurance Company subsidiary of The Prudential Insurance Company of America

» Prudential 1
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You just turn to the American company with the
most experience:(That's American International Underwriters.)

Or to the only company with a full, in-house
construction engineering staff.

(That's AIU, too.)
And you ask for a single policy that covers

practically every contingency. P|us capacity that's
big. Really big.

(AIU'sgot itoll.)
No other company con match AIU's experience

in writing overseas protection for contractors.
We've done it for 50 years And we're doing it right
now in more than 135 countries-with a
Contractors All-Risk plan designed especially for
the complex needs of today's contractor.

AIU's All-Risk program embraces fire, light-
ning, extended coverage, flood, earthquake, and
almost anything else that con happen on a con-

struction project. As well as contractors plant and
facilities, ocean mirine and transit risks. Plus third
party liability attendant to construction.It can be used to cover every type of construc-
tion. And it's flexible-written to fit your needs,
whether your pro,ect is large or small.You'll also like our engineering set-up: We're
the only Americon underwriter writing foreign
business that can offer you a full staff of engineers,
worldwide, to provide on-site technical advice.

And you're also assured of quick claims
settlements by a worldwide claims staff that's
unmatched in numbers and unequalled in service.

One more thing: More and more, these days,
private componies, public authorities, and gov-
ernment agencies are insisting that contractors
be properly protected before work begins. So,
it's lust good business to have adequate coverage.

That's why we urge you to send for more
information. Maybe you can't always prevent o

becoming a financial disaster. Mail the coupon
today, won't you? --

-- ---- -Ie,

American in*ernaional 180<3Unde,wrilers Corpomtionlillr
 Dept. 130-604-41 102 Maiden lane, New York, N.Y. 10005
 Please send me more nformation abcut yourContractors All-Risk Coverage,

Namp
(*eose print)

Company

 Title Telephone
| Adrlress
1 City 9*rtle 7ip

----

*=mn-__American International Group
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PE SPECTIVE

FUTURE OF NUCLEAR POWER:

Insurance broker in nuclear field
sees reactor risks as acceptable

BY EUGENE F. JOHNSON
Vice President

Clifton & Co., Los Angeles, Ca.

URING THE FIRST World War an
Dultimate weapon was introduced along
the trench fronts in the form of poison
chlorine gas. This same element, as chlori-
nation an effective germicide, aroused pro-
test to implied danger with its application
in public water supplies. Time has proven
thlorination a safe undertaking when
weighing risk versus benefit.

The second World War was brought to
a quick and decisive end with United
States development of the atomic bomb.

JANUARY

Create Self-Insurance
Task Force to Study

1. Premium

2. Losses

3. Legal Expense
4. Safety Program
5. Employe Re-

lations

(Workers'
Compensation

6. Public Rela-
tions

(Liability)

Some 30 years later nuclear power stands
ready to provide a reliable energy source,
free of traditional pollutants. Once again
the cry of danger is heard from those in
opposition to use of this technological de-
velopment.

The nuclear power opponents comprise
such groups as the Sierra Club, Friends of
the Earth, Project Survival, Union of Con-
cerned Scientists and People for Proof.
Ralph Nader, an outspoken foe of nuclear
energy, has charged the nation with com-
mitting "technological suicide for present
and future generations" urging that de-
velopment of nuclear power be halted.

A recent Harris poll indicated that 63%
of the American people favor construction
of nuclear power plants while only 19%
were against and 18% undecided. The an-
tinuclear forces failing at the national level
in arresting the growth of nuclear power
have now turned their efforts, in several
states, to forcing public referendums.

In California antinuclear critics have
qualified for a June vote upon a "Nuclear
Power Plants-Initiative Statute". As a po-
litical issue the voter can expect a cam-
paign steeped in fear tactics.

The initiative statute would not by it-
self stop nuclear development in Californ-
ia. It will, however, establish a multilay-
ered review of nuclear safety systems by
an attorney-laden legislature. No-fault lia-
bility protection, as provided by Price-
Anderson, could meet with a hostile hear-
ing. Failure to pass any of the reviews
would mean a gradual phase-out of nu-
clear power in this state. Basic statute pro-
visions are:

FEBRUARY

Task Force

Decisions

MARCH

Request Bids
(If Required)

1. Maximum Re- 1. Excess

tention Level. Insurance

2. Claims Adjust- 2. Claims

ing. Adjusting

(a) In-House 3. Legal
Adjusting Services

Recruiting 4. E.D.P.

Selection

Training
Cost

(b) Contract
Adjusting
Annual Flat Fee

Flat Fee Per Case

Hourly Rate Plus Expenses
3. Legal Services

(a) In.House
(b) Contract

4. Subrogation
5. Self-Insurance Funding

(a) Self-Assumption of Losses as
Unfunded Operational
Expenses.

(b) Self-Assumption of Losses
With Reserves.

(c) Catastrophe or Contingency
Reserve.

6. E.D.P. Loss Reporting

1. Cutback of nuclear plant output to
60% of maximum power if the $560 mil-
lion limitation under Price-Anderson is not
removed within a year of passage. Further
reductions of 10 % for each year thereafter
that the limitation remains.

2. The California legislature would be
empowered to study and judge the effec-
tiveness of reactor safety systems and the
disposal of nuclear waste. By June 8, 1979,
the legislature would determine whether it
was "reasonable" to expect safety systems
and waste disposal to be adequate within
two years. Approval would require a two-
thirds majority. If the safety systems or
waste disposal methods failed the vote of
confidence, operating plants would be re-
duced 60% of full power and no new plants
would be built.

3. By June 8, 1981, the safety procedures
approved two years before would have to
be developed and operating to the satis-
faction of a two-thirds majority of the
legislature. If not operating plants would
be reduced to 60 % of capacity and no new
plants would be constructed. In addition,
the power output of existing plants would
be reduced an additional 10% per year
until safety requirements were met.

4. Meanwhile, the governor would be re-
quired to publish annually his plans for a
quick evacuation of populated areas in the
event of a nuclear accident.

If enacted, the statute would be in con-
flict with the Atomic Energy Act and al-
most certainly declared invalid. In the
meantime the residents of California await-
ing higher court decision, living in a state
that imports 58% of its total energy needs,
will do with less.

Ability of our California state legislature

APRIL

Task Force to

Review Bids

1. Review of Bids

(a) Services
(b) Cost
(c) Procedures

2. Review by County
Counsel.

3. Review by Auditor.
Controller.
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to formulate nuclear legislation must be
questioned. The Committee on Resources,
Land Use and Energy recently announced
preparation of legislation requiring future
nuclear reactors to be installed under-
ground. The basis for such a requirement,
in words of a committee spokesman, is to
"solve most of the problems relating to a
meltdown."

In this specific example a legislative
committee, lacking technical insight, is de-
veloping stringent industry controls. With
over 19 years of experience in constructing
aboveground nuclear plants, the committee
now champions abandonment for a siting
concept not yet applied in the United
States. In Europe the construction of un-
derground reactors has met with question-
able results.

Some particular disadvantages of the
underground siting technique are:

. Initial design of the cavity provides
a fix plant. Lack of flexibility results in
long term crowded equipment placement
and creation of highly inaccessible work
areas.

• In an extreme accident situation
ground water leakage within a contami-
nated cavity may require long term pump-
ing to protect nearby areas.

• Fire protection inside a confined cav-
ity with inaccessable areas and limited
openings is made more difficult.

• Flooding hazard in an underground
cavity is increased from both external
forces or internal failure of cooling supply
system.

• Hydrology forces upon containment
walls cf an underground reactor cavity in-
troduce a risk not present in an above-
ground siting concept.

Installation of nuclear reactors under-
ground would not, as erroneously stated by
the legislative committee, solve problems.
Such controls, if passed, would only add to
the cost of constructing nuclear power
plants in California. Ultimate recipient for
this needless increase in cost, without
"benefit", is the public.

The question that the American public
must answer is to what degree, in view of
"risk vs. benefits", will it accept resolution
of our energy crisis. In the past this coun-
try has enjoyed a plentiful supply of low
cost energy that has provided for an abun-
dant life. Our future national destiny
awaits in balance as the antinuclear groups
create confusion and doubt.

Issues surrounding, the "risk vs. bene-
Continued on following page

MAY

Award Contracts

1. Award

Contracts

JUNE

Set-Up Internal
Controls

1. Policy
Statement

2. Location &

Staffing
3. Safety

Committee

4. Loss

Reporting

self-insurance time frame
Richard McElligott, risk manager for the County of Orange in

California, has had a self-insurance program underway for the
county for a year and a half. He organized this schedule of tasks
to be performed in shifting to a self-insurance plan from a fully
insured plan. It was presented at the recent meeting of govern-
mental risk managers held at the University of Arizona in Tucson.
Implementation of a self-insurance plan requires involvement of
all departments which will be affected by a risk retention pro-
gram, and personnel from these departments must be involved
in the planning, suggests Mr. McElligott.
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Nuclear risk vs. benefit...
Continued from preceding page ger in your yearly driving by three-tenths _ -

C
of an extra mile.

-

r #-r- 4 L\
fits" question, are many and complex In Fortunately we are not required to rest
hope of clarification I will address some of the case for nuclear safety solely upon sta- 1\,1 1
the specific issues surrounding nuclear tistical projections For nearly 20 years of
power plant operation no members of the public

Price-Anderson provisions, recently ex- have been injured as a result of nuclear

0. Ets m V\l*
4-tended by Congress for 10 years, protect incident Nuclear power plants have stood

the public against loss in the event of a the test of time 1 AR,\ i 11 1 0
large nuclear incident In order to receive This record lS attributable to conservative

a nuclear license, the licensee must Walve engineering design From planning stage Technicians #orking in the control roorn of a nuclear power station
legal defenses so that public claims may to final completion represents an average
be quickly settled without court htigation time lapse of ten years The familiar domed gram of plu-onium will cause death If this The energy available from the earth in
as to fault Claims aggregating $125 mil- containment structure, which houses the is true we nould all be dead by this time. form of steam, hot lava, warm sprirgs and
lion or less would be paid from liability reactor, has concrete walls 35 feet thick. During the past 30 years atmospheric test- the like show promise for speci'ie re-
coverage obtained from private insurance Reinforcing rods, the largest available, in- ing cf nuclear weapons has placed 15,000 gions Even with a crash progiant it is un-
pools Any excess, up to $560 million, would terlace those walls Inside the wall is an pounds of Klutonium into the world's at- hkely that we can produce 1 percent of our
be satisfied by government indemnity air-tlght steel liner. Basic to structure de- mosphere. total energy needs from geothe"mal s cuices

sign and engineering safeguards is protec- By no means am I attempting to mir.i- by 1990.
There have been only 26 liability inci- tion against fire, flood, severe weather, mize the dangers of plutonium The world Solar energy also provides p -omise Best

dents recorded by the insurance pools as seismic conditions and man made hazards has learned to control and accept certain estimates to date project 10 tc 15 % of
giving rise to claims, most of them minor, Speaking of man-made hazards, a great risks in its s:ruggle for existence Botulism, United States energy being derived from
and none related to the operating of a nu- deal has been made recently of the poten- a mu 2h deadlier killer than plutonium, is this source by the year 2000, In the mean-
clear reactor As of January, 1976, the total tial hkehhood for sabotage and diversion one such example time commercialization of this .nergy
paid for all claims has been approximately of nuclear materials To answer in public In the analysis of risk, one must ques- source is dependent upon solut.on of scien-
$400,000 and about $550,000 is being held these specific charges would only divulge tion, is -here an alternative to nuclear pow- tiftc and technical problems
in reserve for claims outstanding information that could assist in unlawful ert Coal, 011 natural gas, geothermal and

The need for continued government in- entry Insight can be given into the magni- solar energy are alternatives Unfortunate- Uranium ore resources appear to he ade-
demnity participation is still vital There tude of endeavor facing potential nuclear ly these sol itions provide inherent risks quate m the United States t,o fl-el all
are today only 56 licensed nuclear reactor diversion attempts that make toial reliance upon them a great- planned nuclear generation b :he year
power plants in the Umted States contrib- er risk 2000 Additional uranium mining, milling,
uting premiums to the insurance pool This, The smallest amount of enriched mate- The United States has nearly half of all enrichment and spent fuel repr )cessing ca-
with todays limited insurance market ca- rial obtainable in a nuclear power plant is coal reserves in the world Much of this is pacity will be required
pacity, is insufficient units to make it ac- that found in the spent fuel elements. of high sulp-lur content Last year's esti- Ultimate solution to this hnuted supply
tuarially sound. These rods, clustered in a bundle, weigh mates that tte Industry would produce 12 of low cost uranium is development of the

Price-Anderson has not been a govern_ upwards of 10 tons For transportation pur- billion +ons annually by 1980 have been breeder reactor By this means we can
ment handout to nuclear utilities To the P0ses the thief will be required to use a slashed to 9E 0 at most Among the many create useful polutonium fuel from an
contrary, the U S Treasury has received shipping cask weighing over five tons A problems contributing to the expected otherwise useless form of abun int urani-
over $9 million in premiums and paid out crude bomb will require in excess of five shortfall are mining costs, labor costs and um The nation can then extend the uram-
not one cent in claims, Underwriting re- kilograms U-235, which necessitates the envircnmental protection regulations, um resource to a 1,000 year supply
sults at the end of 1974 also indicate there removal of several rod clusters to obtain From an economic standpo-nt n.iclear
existed a $35 million retrospect reserve required material Needless to say theft of Until the early '5Os we emoyed a sur- power plants cost more to build than coal
fund accumulated from premiums to the such magnitude, going undetected, would plus cf 011 in this country. Last year we or 011 fired plants Due to the cos. 01 f.lel,
private insurance pools demand planning and stealth beyond that paid nearly $39 billion for imported 011 nuclear power plants are less expens ve to

Nuclear power plants are looked upon Portrayed in the film "Topkapi." The 1973 on embargo cost the United operate In the first half of 1 175 United
by some as potential atomic bombs Let us In the operation of a large fossil fueled States a dr·or in gross national output cf States nuclear power pIants generated elec-
quickly place that misconception behmd us. Power plant, thousands of tons of combus- some $20 billion, an increase of 500,000 tricity at 436% less total cost than fossil
The fuel rods of a nuclear reactor contain tion gases or solid waste matter are formed unemployed, an increase of 32 percent m fuel plants. This represents savings in gen-
approximately 3 % U-235 while weapons- each day By contrast, the amount of waste 9nsumer pr ces, and contributed to an erating costs of $670 million, as well as
grade material requires in excess of 90% matter formed m a large nuclear power economic recession If we continue to de- fossil fuel savings equalling 115 rrillion
U-235 There is neither the concentrated plant amounts to less than 10 pounds per pend upon oil, our dislocation in balance barrels of oil
material nor conditions within a reactor Clay. of trace payrr ents increase the risk of fur- All of the alternatives to nuclear pcwer
tc initiate a nuclear explosion The final solution to long-term storage ther economic disruptions combined cannot, over the nen 15 years,

Any potential risk associated with nu- of high-level nuclear waste is stlll under Natural gas resources in the United furnish the United States wit 7 -ts total
clear power plant operation lies in the re- study As of now there is not that much States are muzh less plentiful than 011 Gas energy needs. Unless we proceed imme-
mote possibillty of radiation It is for this waste to commit ourselves to a specific dis- provides about one-third of the total ener- diately to construct more nuclear power
reason that the siting, construction and op- P0sal program Based upon present prolec- gy consumed by us Proved reserves start- facilities, I believe this nation shall soon
eration of nuclear power plants has been tions a final decision will not be crucial ed declining .n 1968 and today are some experience a critical energy shottfall tiat
under stringent regulation until mid-1980 20 percent be.ow the 1967 peak Many gas will effect our pocketbook, jobs and way of

Fear of radiation is a reasonable concern Plutonium, a byproduct of nuclear pow- companies ha.,e been forced to deny ser- life, There lS no perfect answer to enei gy
of people Like medicine, radiation can er is often cited as the most toxic substance vice to new customers while industry faces generation, but in terms of "risc vs ben-
either heal or poison, depending on the on earth. We are often told by the critics the risk of ser.nce Interruption during peak efits nuclear power has arrived only :n

amount given. The maximum permissible of nuclear power that ingestion of a micro- periods the nick of time

dose, for the human body, will vary based
upon age, health and environment.

If you were to live next door to and
down wind of a nuclear power plant your
yearly radiation exposure would be 0 013
millirem This amount of radiation is equiv- Checklist of risk retention considerations
alent to the amount of radiation one ob-

tains from smoking one-tenth of one cig- risk and insurance managers for political 6 Have "normal" losses been d Eater-
arette every year of one's life. entities He is .waiting anxiously" for the mined9

day ween he gets 12 affirmatives, he 7 Are .maximum foreseeaole loss
Though nuclear power plants are re- added (MFL) estimates made of all ser.ous prop-

dundantly engineered, a risk of accidental "I've been at governmental risk man- erty exposures, and discussed wi:h depart-
radiation release exists The worst conceiv- agement semir ars for five years, and I've mental management,
able accident would be a loss-of-coolant never had 12 yes answers yet," Mr. Klo- 8 Are loss costs, self-insured and in-
coupled with failure of the emergency man said. sured, charged back to departments prompt-
corelcooling system Based upon the Ras- 
mussen Report the chance of this occurnng

ly and equitably?
The 12-item risk retention checklist is 9. Are insurance deductibles rela-ed pri-

is no more often than once in a million presented below: marily to to "per occurrence" limit v-itn-
years Release of radioactive gas, from 1. Has a maximum limit been approved out excessive regard to insurance credits
such an accident, could lead to about 500 by council, giverning board or similar (Mr, Kloman believes this is the most fre-
deaths or 0.0005 deaths per year body for retair ed self-insured losses, both quently mismanaged area, because toc cf-

We can better understand this proba- on an annual aggregate and a per occur- ten the deductible lS selected primarili on
bility by relating it to an everyday ex- renee basis? the basis of the credit g.ven by the in:ur-
perience. For example, since our country 2 Is this 1lm.t flexible, related to chang- ance company This is basically .rrational
needs a power plant for every half-million ing conditions, such as operating budget, You should take the deductible nu can
people, and a nuclear plant kills an aver- payroll, etc 9 (Mr. Kloman advises that the afford," he advocates )
age of 0 0005 people per year, an individ- H. FELIX KLOMAN limit be revised annually.) 10 Has consideration been given to
ual's probability of being killed by a nu- 3. Does the risk or insurance manager, or credit, bonding authority and federal finds
clear power plant accident is one chance in THIS RISK RETENTION checklist was similar official. have full authority to act as risk-funding alternatives?
100 million per year The simplest com- drawn by H. Felix Kloman, president of within this limit9 11 Have high-frequency, lop-severity
parison to this figure is with national av- Risk Planning Group, and presented at the 4 Does an effective internal property exposures, such as workers' compensat-on
erage automobile accidents which kill one governmental risk management seminar at conservation ard personnel safety program and health benefits, been seriously con-
person per 28 million passenger miles Nu- the University of Arizona in Tucson. Mr. exist? sidered for self-insurance?

clear power, as a potential risk exposure, Kloman noted he normally pulls between 5 Is there an adequate data base of loss- 12 Have "pooling possibilities teen
would be the same as increasing that dan- two and 10 "yes" answers when he polls es, insured and self-insured for five years? considered?
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There is an undeniable lure

to having one master policy
covering all your risks abroad.
And in some cases it can

work-with local policies is-
sued to legalize coverage
where required,to collect pre-
mium and pay losses.

But experienced risk man-
agers know that a master
policy can be an illusion un-
less it is your servant as well.
It must take into account

many considerations like
taxes, local insurance laws
and penalties, the corporate
image, claims procedures,
just to name a few. And the
risk manager has to decide
whether it's really worth it.

At AFIA Worldwide Insur-

ance, we know that the broad
brush approach doesn't
always work. Things that are
never supposed to happen-
do! And we know the conse-

quences. That's why we like
to work together with insureds
and their brokers to develop
the best possible insurance
program on a worldwide
basis. Because we have more

branch offices than any other
U.S. foreign underwriter in
places where it really counts,
we can meet our insured's

AFIA

needs in the way that works
best for him. So when we

write a master policy,you can
be sure it will accomplish
what you want and it will
serve you well because it's
tailored to your specifica-
tions, not ours!

It's one reason why 90 of
the top 100 U.S. Companies
operating abroad insure
with AFIA.

WORLDWIDE INSURANCE World Headquarters. 1700 Valley R4ad • Wayne, N,J. 4.747(1-
U.S. branch omces, New York · Cl'06*go • Gi*yet*¢0.2,·Da#-25 *ffo : lame San Francisco · Seattle · Wash., D.C.
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Nevada casino liable

under California law
SAN FRANCISCO-In a prece-

dent-setting decision certain to
end up in the U.S. Supreme Court,
California's highest court ruled
that Harrah's Club of Nevada,
having served liquor to an "obvi-
ously intoxicated" customer, may
be held liable for injuries caused
by the customer while later driv-
ing inside California.

The unanimous decision was

written by California Supreme
Court Justice Raymond L. Sulli-
van. Judge Sullivan noted a Ne-
vada law ruling that a tavern
cannot be held responsible for in-
juries to third parties caused by
customers of the tavern, in con-
trast to California law which holds

"Why buy an
insurance

companywhen
youcanent
US with no

overhead
Costs?"

HAI«LMARK
INSURANCE COMPANY
P. 0 Box 5269

Madison, Wis. 53705
Telephone 608/836-5901

a tavern responsible if it serves

liquor to an intoxicated person
who then injures another.

The decision results from a 1972

incident in which a Harrah's Club

bartender at Reno, Nv. served
liquor to a California resident

who, while driving home, let his
car drift across the center lane.

It struck and injured Richard
Bernhard, who was driving his

motorcycle near Nevada City, Ca.,
when the accident occurred.

The resultant lawsuit was filed

in Sacramento County against
Harrah's Club, but was dismissed
by the lower trial court at a hear-
ing, on the grounds that Nevada
law controlled the situation. The

current decision becomes unique

in that a state Supreme Court nor-
mally can only interpret laws as
they relate to the conduct of the
state's own citizens. The trial

court decision thus is reversed

and the Supreme Court has ap-
plied California law.

Under the decision, according
to Supreme Court spokesmen,
should Harrah's Club defend it-

self in a retrial in Sacramento

County courts, and lose, the court
judgment would be enforceable in
Nevada. On the other hand, if
Harrah's Club does not defend it-

self against a second trial, a de-
fault j udgment could be taken
against the Nevada club, after
which Harrah's could appeal to
the Nevada Supreme Court and
argue that California courts have
no jurisdiction in Nevada.

"It is true," Justice Sullivan
wrote, "that a conflict of laws may
exist. Nevertheless, California has

a special interest in the protection
of its citizens who may be in-
jured, inside California, by intoxi-
cated drivers.

"Nevada, on the other hand,"
Justice Sullivan stated, "has an
interest in protecting its resident
tavern keepers from being sub-
Jected to civil liability."

In any event, it was pointed out
by the attorney for the Nevada
gambling club, "the decision, if
permitted to stand, will have a
substantial and adverse effect on

every bar« and lounge in Nevada.

"The California Supreme Court

ruling," the attorney added, "could
place Nevada tavern owners in the
position of being required to fol-
low California rather than Nevada

laws." •

Office accidents

CHICAGO-Falls are the great-
est cause of office accidents, ac-

cording to a study conducted by
The Equitable Life Assurance So-
ciety of the U.S.

Falls account for up to two and

one half times more disabling in-
Juries among office workers than
among non-office workers, the

study revealed.
National Safety Council figures

show that 16,300 Americans died
from falls in 1974.

A 1973 survey conducted by the
California Department of Indus-

trial Relations found that 55,126
employes were injured there in
that year. •

C-  Setting up
an ESOT is no job

for amateurs.

The Employee Stock Gwnership Trust has something for everyone-
except the Government. Concise, timely articles by three
independent authorities on this fast-growing corporate financial
tool arefeaturedin"ESOP/ESOT: A Special Report'.' Advantages.
Applications. Pitfalls. Pointers. Ask for your free copy today. Call
or write: Jack Heath,Vice President, or contact your area M&S office.

Phone: (800) 421-8436
In California, call collect: (213) 624-3661

appraisals by
Marshall and Stevens
Corporate headquarters:
1645-J Beverly Boulevard, Los Angeles, California 90026

Offices around the world  A Unionamerica Company

Fewer U AW members

choosing 30 and out
Crain News Service

DETROIT-Fewer UAW mem-

bers have been choosing early re-

tirement during the past half
year, a trend which will probably
continue until the retirement pay
levels go up this fall.

General Motors estimated that

in 1975, about 13,000 persons be-
tween the ages of 47 and 59 who

had 30 years' experience were
eligible to retire. About 3,900, or
30 percent of these, elected to do
so. However, 2,700 of those re-
tirements came in the first half

of 1975, indicating a slowdown
later in the year.

At Chrysler Corp., there was
a big j ump in early retirements
when the UAW's improved 30-
and-out program went into ef-
feet in October, 1974.

Prior to that, workers were

given a maximum $550 a month
under the plan. But on Oct. 1,
1974, their maximum retirement
pay level jumped to $625 month-
ly. Since many had been wait-
ing for this increase, 2,323 or 56

percent of those eligible to retire
did so in the final quarter of 1974.

In January-September, 1975,
the number dropped to 1,786 or
46 perecnt of those eligible.

Chrysler, although it hasn't any
precise numbers yet, estimated
that this percentage dropped to
40 percent in the final quarter of
last year.

The reason is that there was

no increase in retirement pay in

October; 1975, as in the previ-
ous year. However, on Oct. 1
this year the maximum monthly

allowance will jump to $650.
Thus, there should be a new

surge of retirements when the
higher rate takes effect, since
many workers will again have
been waiting for it.

Form HMO
0 5.

association m

Minneapolis
MINNEAPOLIS-The National

Assn. of Employers on Health
Maintenance Organizations was
formed here to "educate and assist

employers in understanding and
implementing the HMO option" by
the founders of the Twin City
Health Care Development Project.

Officers include David McIntire,
manager of employe benefits at
General Mills Inc., president; Fred
Hamacher, manager of employe
benefits at Dayton Hudson Corp.,
vp; and James Kohrt, manager of
employe benefits at Cargill Ine.,
also serving jointly as vp.

The association is expected to
be operational by July 1. It was
established partly because of the
response given to a survey of For-
tune 500 companies on interest in

HMOs, explained Ruth Stack, di-

rector of the Twin City Project, in
which 50% of the responding em-
ployers expressed an interest in
having a national association.

The Twin City Project was

founded in 1972 by the following
companies: General Mills, Control

Data, 3M, Honeywell, Cargill,
Pillsbury, Hoerner Waldorf, Day-
ton Hudson, First National and
Northwestern National Banks of

Minneapolis, Northern States Pow-
er, Lutheran Brotherhood, North-
western National Life, Aetna, Pru-
dential, MONY, Equitable, Occi-
dental Life, Massachusetts Mutual,
and the Commonwealth Fund. •

This is especially so since no
further increases will be forth-

coming next year and it will not
be until Oct. 1, 1978 that the rate
jumps to $700 monthly.

Altogether, over 14,000 Big
Three auto company workers

between 47 and 64 years old
elected to retire early in the two

years following the 1973 union
contracts.

Ford Motor's last study show-
ed that 1,300 employes, or 22
percent of those eligible, retired
in 1974 and 35 percent of those
eligible to do so retired in the

first nine months of last year.
Under the UAW-auto conn-

pany agreements, the auto firms
have to pay the entire pension

for an employe until he or she
becomes eligible for Social Se-
curity.

At that point, the auto com-
pany's payment is reduced by the
amount the worker receives from

the governrnent.

With another surge of retire-
ments expected this fall, worker

recalls and hiring will undoubt-
edly be stimulated to some de-

gree. m
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True!! From JAWS 00 Flipper...
from the Concert in the Park

to the Philharmonic. For a
broad range of underwriting
that includes· movies, plays
TV, radio, records, sporting
events, county fairs, rock
concerts and more..Call us,
we're sure to have a market
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National
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Underwriting Managers
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Iftherewereno
Business Insurance,

someone would have
toinvent it. Quick.

Business Insurance is the newsmagazine that just had to be.
That's because it serves the needs of corporate consumers of

insurance, employe benefits, safety/security and financial services in
over 16,000 leading U.S. corporations. Executives responsible for
protecting hundredsof billionsof dollarsin propertyassets, and
nearly 50million people.

These corporate executives have a big job, and they need all
the help they can get-especially from a newsmagazine like Business
Insurance which reports what's happening in their field. Quick.

Help. Every-other-Monday.
Sure, thereare many insurance trade publications which are

edited for sellersand underwriters. And then there's Business

Insurance, the newsmagazine for the corporate consumer of
insurance, employe benefitsand asset conservation programs.

Every-other-Monday throughout the year, Business
Insurance reaches the three different types of corporate executives
you see listed in the blue boxes. No other publication serves this
important audience. This often. This well.

News. Timely and accurate.
At Business Insurance, we don't wait for the news to find us

either. Wego where it's being made. We interview the newsmakers.
And then we report back toouraudienceof top
management/financial/risk management executives. Quick.

It's no wonder that corporate consumers of insurance and
asset conservation services depend on Business Insurance for timely
newsand guidance. And why last year nearly 250companies who
serve their needs advertised in its pages.

No one has to invent Business Insurance. It'salready here.
And it's the perfect place foryou to advertise whether you arean
insurance company, broker oragent, safety/security systems
manufacturer, consultant, adjuster, appraiser oryou provide special
asset conservation services. In fact, all who want to keep their name
in front of this very influential audience.

For more details, call Don Walsh at (212) 986-5050. Or write: Business Insurance, 708 Third Averue, N.Y., N.Y. 10017
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Court rule could be benefit manager' s headache
By PAUL R. MERRION

CHICAGO--A federal district

court judge here ruled that pen-
sion funds are securities and sub-

ject to the anti-fraud provisions
of the securities laws, thus open-
ing a can of worms for the ben-
efits community.

The decision overruled motions

to dismiss a case involving a

Teamsters union member who was

denied his pension after 22.5 years
of service because he was invol-

untarily laid off for three months
in late 1960, which violated an
eligibility requirement of 20 years
continuous employment.

The Teamsters member, John
Daniel, filed a class action suit in
1974 arguing that union pension
funds are securities and that the

SURVEYORS--APPRAISERS--ADJUSTERS

Drilling Rigs, Commercial Hulls, Offshore Structures

MATTHEWS-DANIEL

COMPANY

7015 GULF FREEWAY • SUITE 232

3 P.O. BOX 26836 • HOUSTON, TEXAS 77207
j TELEPHONE (713) 644-1633

TELEX 77·5237

We expect
the unexpected.

On take-off at a Midwestern airfield, an insured's
Sabreliner stirred up a flock of birds. Striking the plane
about 100 feet off the ground, the birds were ingested
into the engines, cutting power instantly. Skillfully
maneuvering to avoid obstacles, the pilot managed a
wheels-up landing in a field with no serious injuries.
Within hours, an AAU staff adjuster had investigated
the accident and two days later delivered a $1,800,000
check to the insured.

Rare as a bird ingestion may be, it could happen
anywhere to anyone . . even you. You're entitled to
coverage by a company whose people know aviation
and have the authority and resources to act
immediately. You buy our services for protection, and
we fulfill our commitments.

For protection that pays, ask your local agent
about AAU, the world's foremost aviation underwriter
since 1929.

ASSOCIATED AVIATION

90 John St., New York, N.V.

Atlanta • Chicago • Dallas • Denver • Detroit

Kansas City • Los Angeles • San Francisco

union violated seurities laws by
withholding details about the
fund's operations and by not in-
forming him of the vesting and
continuity of service requirements.

Potentially, the decision by U.S.
District Court Judge Alfred Y.
Kirkland could affect all pension
plans, especially union funds and
contributory plans.

"It's a great dilemma," said an
aide to the Senate Labor Commit-

tee. "On the one hand, the plain-
tiff clearly needs relief in this
case.

"But if all pension plans were
forced to comply with SEC rules,
it would complicate the job of
fund administrators immensely."

Observers agreed that the case
will probably be appealed, and the
Labor Department is studying the
possibility of becoming involved
with the case.

One option that Labor has is to
file a friend-of-the-court brief,
but an official there said no de-

cision has yet been reached.
The decision is complicated by

the fact that the Labor Depart-
ment's task force for special in-

vestigations is currently conduct-
ing an audit of the Teamsters
Central States, Southeast and

Southwest Areas pension fund.
The case at hand, however, in-
volves Teamsters Local 705, which
isn't associated with the plan un-
der investigation.

An attorney with the Securities
& Exchange Commission noted
that if the ruling is upheld, it
would probably mean that the
country's 700,000 pension plans
would have to register with the
SEC.

That would create a serious

problem, considering that the SEC
now registers only about 10,000
corporate issuers of securities.

"I suppose that exemptions or
shortened forms could be formu-

lated to deal with the problem,
but we're nowhere near that

point," the SEC attorney said.

"The case is likely to be ap-
pealed, at which point the office
of the general counsel may or
may not want to file an amicus
curae (friend-of-the-court) brief,"
he added.

An attorney in the Labor De-
partment's Office of Employe
Benefits Security said he believed
the ruling applied only to the
anti-fraud provisions of securities
laws and did not extend to discIo-

sure and issuance provisions.
Vance Anderson, counsel to the

House of Representatives pension
task force, said he is "greatly dis-
turbed" by the decision.

"No one in the conference (com-
mittee), Senate or House ever
dreamed that a pension plan could
be defined as a security," Mr. An-

derson said.

He said the task force is study-
ing the legislative history of the
securities laws, and he also said
that the securities laws could he
amended to specifically exclude
pension plans, but he doubted
whether legislation would be
necessary to remedy the situation.

His, explanation for the ruling
is that "the court was faced with
a tough case. They wanted to have
jurisdiction and they may have
stretched it (the legal argument)
a bit. I really question the theory."

In his decision, Judge Kirkland
wrote that membership in a pen-
sion plan amounts to an invest-
ment decision by its members,
even if the plan is non-contribu-
tory.

Since the employer contribution
to the fund is given in return for
the services of the employe, such
participation constitutes the sale
of a security, the judge ruled,
even though participation is in-
voluntary and non-contributory.

The judge noted that other eco-
nomic interests have been ruled
to be securities, such as self-im-
provement courses, whisky sales
contracts, variable annuities and
mineral leases.

The defendants (the trustees of
the local 705 plan) argued that
the enactment of specific pension
legislation superseded the applica-
tion of the securities acts to pen-
sion funds.

Judge Kirkland, however, ruled
that the pension laws seemed to
complement rather than displace
the securities laws. •

Rules are eased for

small benefit plans
WASHINGTON-A series of

recent government announcements
should alleviate some criticism of

the way ERISA has been admin-
istered so far.

Especially for the sponsor of an
employe benefit plan with less
than 100 participants, the new re-
porting forms and regulations go
a long way in easing the admin-
istrative burden created by the
law, which some critics say was
responsible for the high number
of plan terminations last year.

At the least, the announce-
ments have dispelled much of the
justifiable uncertainty surround-
ing delays in issuing the regula-
tions needed to flesh out the law.

Early this month, the Labor De-
partment and IRS announced a
75-day extension of the deadline
for filing annual return/report
forms with the two agencies.

"In that we had already used
up a few of the months in the fil-
ing period with delays in getting
the forms out, it seems only fair to
give (the pension community)
some extra time to file," said
Wayland Coe, assistant director,
Office of Employe Benefits Secur-
ity.

For plans on a calendar year
basis, the reporting date will be
October 15. In the future, the nor-
mal due date of seven months af-

ter the end of the plan or tax year
will be used.

Labor and IRS also announced

the completion of the reporting
forms, which will be available in
early April.

The reporting forms represent
a joint effort to produce a single
form so that information required
by Labor and IRS can be con-
solidated. However, plan sponsors
must file separate copies with
each.

In addition, plans with less
than 100 participants will have to
file only the first page of their
reporting form with the IRS this
year.

Also, reporting will be made
easier for some with shortened

versions of the basic reporting
document, Form 5500.

The shortened versions are Form

5500-K, for Keogh plans, and
Form 5500-C, for plans with less
than 100 participants.

Form 5500-C is a result of com-
ments received after the other two
forms were published in proposed
form for public comment last Sep-
tember 30.

Plan sponsors will also be
pleased by another announcement
that the summary annual report
material for participants will not
need to be distributed until nine
and a half months after the end
of the plan year, instead of the
normal seven month deadline.

In addition, Labor and IRS an-
nounced that plans with fewer
than 100 participants will not be
required .to have an independent
qualified public accountant exam-
ine the financial statements.

In still another announcement,
the regulation for determining the
independence of a qualified pub-
lie accountant was loosened a bit.
An accountant will be deemed in-

dependent "even though that per-
son had a financial interest in the

plan during the period covered by
the financial statements," accord-
ing to James D. Hutchinson, ad-
ministrator of Labor's pension and
welfare programs.

"However," he continued, "it
would not be permissible for the
accountant to have a financial in-

terest or commitment during the
period of professional engagement
to.examine the statements." •

1
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upholding a decision of the Tax

benefit tax slants Court

The situation involved a corpor- Teamsters fund found
ate profit-sharing plan established
by a machine shop to cover its four

ERISA sparks ne-
salaried employes The firm em- fraudulent on insurance
ployed 84 union employes during
the first year for which contribu- NEW YORK-A state insur- vidual whole life pohcies for fund
tions to the profit-sharing plan ance department investigation of members The trustees did not

ideas on deferred pay were challenged and 74 union em- insurance buying practices of a check his background and paid
ployes in the succeeding year for Tearnsters Union trust fund has him commissions of up to 90 %
which the profit-sharing contribu- resulted in the recovery of $200,- under a three-year contract be-
tion was challenged as well The 000 for the fund's members. ginning in December of 1970.

financing approaches union employes were covered by The investigation of Local 295 Mr. Ostrer arranged to have
a pension plan maintained by the Severance Fund, affiliated with Local 295 form a new corpora-
union representing them to which Local 295 of the International tion, Fringe Programs Inc, to

By JOSEPH S. ROBINSON time of retirement The corpora- their employer was required to Brotherhood of Teamsters, un- manage the trust fund Fringe
Attorney-at-Law tion will first deduct the principal make contributions on a negotiated covered a fraudulent scheme in Programs, which was implicated in

on the loan together with interest schedule basis The profit-sharing which two insurers were alleged the $1,185,728 depletion from the
THE TOUGH NEW RULES un- paid in addition to corporate taxes plan covered four of the six sal- to have violated the insurance fund, faces proceedings by the ln-

der ERISA have revived activity on the earning from the invest- aried employes, with two of the law by issuing individual life in- surance department, as do Dina
in deferred compensation for exec- ment The latter tax will be rela- four being the president (and sole surance pollcies instead of group Gelman, Cy Reeves Snyder, Sey-
utives. Reason' Under the typical tively small because of the 85 % stockholder) and the plant super- policies without obtaining the in- mour Greenfield and Viscount
deferred pay plan, government dividend received credit to which intendent dividual member's written con- Agency Inc , insurance agents •
approval is not required and ben- corporations are entitled on such The IRS claimed that since the sent,
efits can be on a selective basis investments profit-sharing plan excluded un- A group policy for the same

While there are a number of Under the terms of the agree- ion employes, it discriminated in members, which was later avail-
methods for financing such plans, ment, in the event of death, pay- favor of the "prohibited group" in able from the Prudential Life In-

Aetna cuts
one approach which has gained ments continue to the beneficiary violation of the tax rules The surance Co, would have been
momentum combines insurance in the same manner until the bal- Appeals Court agreed, pomting three times cheaper the depart-
with an investment in equities to ance of the investment has been out that neither the "70-80%" test ment found (Business Insurance,

mal practice
underwrite the plan The follow- paid out. nor the "classification" test, con- Oct. 20,1975)
ing is an outline of how this ap- ditions for obtaining favorable tax The insurers, Executive Life In- losses in half
proach shapes up: The tax advantages to the cor- status, were met (Liberty Mach- surance Co and Trans World Life

Let's say a corporation sets aside poration are obvious The insur- ine Works Inc, Ct of App 8th Insurance Co, both of New York, HARTFORD-Aetna Life &
$10,000 each year as a reserve to ance premium is tax deductible Cir.-1976 ) were also charged with paying Casualty cut its 1975 underwriting
meet its deferred contractual com- because it is considered to be ad- *

commissions grossly in excess of losses in professional liability
mitment to a selected executive ditional compensation for the ex- DOES YOUR PENSION PLAN those permitted under the Nation- (medical malpractice) nearly in
It invests this sum in a njutual ecutive The corporation can also bar an assignment of benefits' Ef- al Assn of Insurance Commission- half from the previous year, ac-
fund The corporation then turns deduct the loan interest as an ex- fective Jan 1, 1976, a plan can ers' code of ethical practices cording to the firm's yearend fi-
over these shares to a bank to col- pense lose its qualified status if it per- nancial report.
lateralize a loan in the amount of The executive also profits from nuts a pledge or assignment of The teamster trust fund was de- Highlights from Aetna's actiVi-
roughly one-third of its value- the deal First, he picks up a life benefits in connection with third- pleted of more than $1 million as ties in group lines last year in-
$3,300 in this example Money now insurance policy paid for by the party loans The principal reason· a result of the trustees', insurers', cluded a 20 % gain in premiums
becomes available to pay premi- corporation Since he is the owner ERISA's provision that plan ben- fund admimstrator's and insur- for its group insurance and pen-
ums on a cash value type of hfe of the policy, the prernium is efits may not be assined or ahen- ance agents' wrongful or neghgent sion business, bringing the amount
insurance policy for the executive charged to him and he must pay ated Plans will still be able to acts or omissions in the life in- to $2 5 billion
with ownership of the policy as- income tax on the amount of the lend money to participants and surance scheme. Premium income from casualty-
signed to the latter premium Thus the executive has take the participant's accrued non- Executive Life and Trans prope:y lines rose 16% during the

Upon retirement, the executive no out-of-pocket cost (other than forfeitable benefit as security, pro- World, along with 10 trustees, year to $1 9 billion
is entitled to receive an annual the tax) over the years until re- vided the transaction does not agreed to pay $200,000 to Super-
sum represented by the investment tirement The cash values far ex- otherwise come within the pro- intendant of Insurance Thomas A More than 10,300 new group ac-
of the mutual fund shares at the ceed his income tax liability, no hibited-transaction rules barring Harnett to be returned to the fund counts were sold in the life, health,

matter what his tax bracket self-dealing (TIR. No 1422) m However, they did not concede li- and pension areas, bringing in
Finally, he receives the payments ability, and proceedings against some $363 million in premiums.PRACTICAL RISK MANAGEMENT from the plan upon retirement, at them were dropped.

the Risk Manager's Guide which time he most likely will be Total tanker Despite the gains in premium
Proceedings against others in- income, Aetna's commercial pro-

in a lower tax bracket
volved in the scheme will contin- perty and casualty lines registered

* *

ue Key among those iS Louis C an overall loss for the year
NEW FIDUCIARY RESPONSI-

losses for
Ostrer, a former insurance agent Group life sales of almost $6

BILITIES under ERISA call for who pleaded guilty to charges of billion were about the same as in
anyone serving in such capacity record high grand larceny in a previous insur- 1974, and profits for group health
to act prudently Some people be- ance scandal plans were below those in 1974
lieve this requires trustees and His license as an agent was re- Aenta's life, health and pension

NEW YORK-The widespreadother fiduciaries to act not merely voked in 1967, but he nevertheless companies reported a drop of 31%
r as "prudent men" but as "prudent

practice in tanker hull ana ma- persuaded the teamster trustees to in their operating earnings, to

experts " Nobody really knows ex-
chinery insurance policies of rals- buy the excessively costly indi- $60 4 million .

ing deductibles to ranges between
actly what this provision actually
means and nobody will know until

$10,000 and $60,000 has probably

DEPTH - BREVITY - PRACTICALITY the courts have decided
resulted in a decline m the num-

ber of reported tanker casualties Shin-Sleeve Forum -
Continually updated However, a federal district

worldwide, accordang to the Tank-
thoroughly indexed court recently ruled that private

pension funds are securities sub-
er Advisory Center here

TOPICS INCLUDE Nevertheless, total tanker loss-
Does (1"LIFO" Switch

leet to Federal securities and fraud
Bid Specifiations laws (See story, page 34 ) The

es for 1975 rose to record neights

Contract Review There were 22 tankers of 815,000court further observed that dis- Aect Your Insurance?Direct Writers deadweight tons reported as ac-
closure under the Internal Rev-

Differeme-in Conditions tual or constructive total losses
enue Code does not necessarily

Directors & Officers
satisfy SEC disclosure standards

durmg the year - By Dinner Levison
Highly Protected Risks which require the facts to be put
Loss Funding Based on casualty data from (Asked in the /inancial district)

on the table m a form clearly un-
Retention Lloyd's List published by Lloyd's

derstandable to the ordinary in-
The Risk Manager's job of London, the Tanker Advisory Max Bernstein, Insurance Broker,

vestor And pension participants
SeleLtingan Agentor Broker

are
, Center reported that correspond-
involuntary . investors, says 220 Bush Street, San Francisco:

Taxes & Insurance ing loss ratios for the tanker cas-
the court.

W/C Self-Insurance ualties were 0.25 % of deadweight Here's something to remember:

and many others tons and 0 51 % of the number of If you switched to the LIFO method
The lawsuit was commenced by

tankers of evaluating inventory, when you 4
published by a retired truck driver against the

The time period in which the report values for insurance pur-
11.

Warren, McVeigh, Griffin & Huntington union in which he was a working poses, be sure to increase the booktankers were constructed proved
Risk Management Consultants member for over 22 years He

crucial in the loss data. Those value of inventory to reflect current
claimed his pension was denied

built during the period 1951 costs. After all, you don't want your
For brochure or order write to because-unknown to him-an in-

through 1955 suffered loss ratios insurance company's reimbursement
PRACTICAL RISK MANAGEMENT voluntary three-month layoff pre-

significantly higher than tankers to be based on the cost of your oldest
680 Beach Street, Suite 307 vented him from meeting the re- inventory.
San Francisco, CA 94109

built either in earlier or later pe-
quirement of 20 years continuous

riods.
employment

This continued a 10 year trend
Inasmuch as the decision has

Company of high loss ratios for tankers of
far-reaching implications, the case DINNER
is expected to be appealed (Kirk-

this class There were 830 of these

Name tankers constructed between 1951
land v Teamster Local 705; U S.
Dist. Ct., m., 1976)

and 1955, and about 450 are still LEVISON
Street in service

*** COMPANYCopies of the report in Lloyd's

City IF RANK-AND-FILE workers List on any casualty can be ob-
are covered under a union pen- tained from the Tanker Advisory insurance Brokers since 1915

State ZIP sion plan, it doesn't mean that an Center, 315 W 70th St , New 220 Bush St., San Francisco, CA. 94104. (415) 391-5422
employer can knock them out of York, N Y 10023, for a charge,

Complete binder with oil back issues the company profit-sharing plan according to director Arthur Mc- RISK MANAGEMENT • GENERAL INSURANCE

$75 first year, $60 thereafter
So says the Court of Appeals in Kenzie. LIFE INSURANCE • EMPLOYEE BENEFITS



Plan for and finance

natural disaster risks
NEW YORK-Natural disas-

ters cause more than $3 billion in
damages in the U.S. and kill an
average of 600 people each year.

But risk managers with exposures
from these perils (earthquakes,

noods, tornados, hurricanes and
the like) can plan for them.

Preparedness measures, recov-
ery policies and ways to finance
such things as earthquake losses
are discussed in the latest Risk

Management Report, authored by

rhomas G. Briggin and Bernard
M. Brown.

One of the ways to collect data
which help analyze the problems
[s to use sophisticated warning

systems available, the report points
out. It lists a number of such re-

sources:

Global Atmospheric Research

Program (GARP), World Weather
Program Office, Code EM 6, 6010

Executive, Rockland, Md. 20852;
the National Severe Storm Fore-

cast Center, 601 East 12th Street,
Room 1728, Kansas City, Mo.
64106; the National Hurricane

Center, P.O. Box 8286, Coral
Gables, Fl. 33124.

Three earthquake services are
available: A computer program
analysis for earthquake risk de-

veloped by the Wyatt Co.; a pre-
duction service on what will hap-
pen to every joint of a building
during an earthquake, by Earth-
quake Risk Analysis of Glendale,
Ca.; and seismic site evaluations
and remedial design work by
Group 10 Systems of Iks Angeles.

Certain universities, such as the
University of Chicago and the

University of Colorado, which
have weather research centers, al-
so have affiliated warning sys-
tems, the report said.

Along with recommendations to
risk managers that they keep well
informed on earthquake activity
in areas where their organizations

have major facilities, the report
advises that the National Earth-

quake Information Center of ESSA
(Environmental Science Services
Administration) of the U.S. Dept.
of Commerce has a regular infor-
mation service available to those

needing it.

The U.S. Army Corps of Engi-
neers is the source to tap for data
on flood risks exposures, including

input on hydraulic and hydrologic
analysis, contour mapping and
damage estimates.

The National Weather Service

(NWS) of the National Oceanic
and Atmospheric Administration

(NOAA) in Rockland, Md., is the
organization which plays a large
role in providing an early warning
system.

Additionally, community flash
flood warning systems are being
developed along with the Weather
Warning Program of NWS.

Another government source cit-
ed in the report is the office of the
Secretary of Defense, which has
available an industrial emergency
plan outline and checklist of things
to do to be able to respond effec-
tively when a natural disaster hits.
One note in the report: Don't
make a plan so complex that oper-
ational people won't cooperate.

The report on natural disasters
also catalogues some of the avail-
able insurance markets for various
perils. Commercial risks in high

earthquake zones have a limited
market, it points out, because
while underwriters have enjoyed
a favorable loss ratio for earth-

quake insurance, there is an ac-
companying large potential aggre-
gate liability.

Since specific earthquake insur-
ance can be expensive and diffi-

cult to purchase, risk financing
through other forms of insurance,
such as difference in conditions

coverage or amendments to all-
risk coverage is recommended.

For flood risks, corporate buyers
are typically faced with substan-
tial deductibles on DIC coverages,
reduced limits for flood exposure,
and high premium costs.

However, a few specialty in-

surers provide flood insurance on
an individual basis, including
Allendale Mutual Insurance Co.;
Appalachian Insurance Co. of
Providence; Arkwright-Boston
Manufacturers Mutual Insurance

Co.; Celina Mutual; Commerce &
Industry Insurance Co.; First State
Insurance Co.; Lexington Insur-
ance; and Lloyd's of London. •

The EG company
with the personal touch...

Philadelphia Manufacturers

-The most up-to-date "how to do it" working tool for financial 1
officers, risk and insurance managers of corporations, and \

others involved in the field of risk and insurance management

risk managementreports from business ins[trance

Risk Management Reports are published bimonthly by Business
Insurance and cover-in-depth-subjects pertaining to the following
four major risk management categories:

• Exposure Identification/Risk Analysis • Risk Control

• Risk Management Administration • Risk Finance

Each report is preceded by a Current Comment section with notes on
ideas and subjects of current interest. The format is 81h" x 11",
looseleaf. three hole punched. for ease of filing in an attractive loose-
leaf binder which will be mailed to subscribers with their first report. A
cumulative index is prepared annually and the length of each report is
30 to 40 pages, permitting thorough analysis of each particular sub-
ject. Emphasis is placed on developing practical working tools for the
risk manager, drawn largely from the continuing contacts of the writers

and their staff-who are risk management consultants-with both
large and small companies and institutions in the U.S. and abroad.

The editor of Risk Management Reports is H. Felix Kloman, presi-
dent of his own consulting firm, Rrsk Planning Group. assisted by
Myrna S. Briskin. assistant editor. and an editorial advisory board in-
cluding the following experts: Thomas G. Briggin. Risk Planning
Group: Edgar S. Clark, Alexander & Alexander. Jean-Paul Decot-

tignies, Risk Factoring. S.a.r.L.. Peter Downes, American Trading &
Production Corporation; Paul B. Ingrey. Prudential Reinsurance Com-

pany: Peter Law. U.S. Industries. Stanley R.Tarr, Rutgers University.
Stefan J. \Ialovic. Kaiser Aluminum & Chemical Corporation. Other
experts from insurance companies. brokers and safety consultants will,
from time to time. participate in the preparation of specific reports.

Among the many different subjects to be treated individually by
forthcoming Risk Management Reports are the following:
• Captive Insurance Companies: An annual review of captive management process? Identification of potential hazards. How

insurance companies with an .up-dated list of captives and their should they be covered?
parents. Review of captive management companies in Bermuda. • The Risk Management Function in Management: Given the
Trends in the captive marketplace. evolution of the risk management function-from clerk to buyer to

• Self-insurance of Workers' Compensation: Reasons for this manager-where should today's risk manager belong in the

growing trend. A complete review of the regulations in each of the organization of his company? Who should he report to... and who

50 states. Identification of those firms capable of assisting in claims should report to him? What administrative scope should his function
encompass?administration.

• Risk Management Cost Allocation: An effective risk management
• International Risk Management-ex-Europe: Survey of risk program should be understood and implemented at the operating

management developments in Asia. Africa and South America. unit level. How do you allocate "cost-of-risk" to the responsible
• Natural Hazards: How do you factor natural hazards into the risk operating unit? Cost allocation as a function of risk control.

Subjects covered by past Reports include the following:
• Corporate Social Responsibility: Is it more than a charitable cycles, capacities, cash flow. etc. What is the capacity and cost

contribution? Is it compatible with the corporate balance sheet? crisis prediction for 1975-1976? What should the insurance man
How can the risk manager help to define it? look for in the insurance companies he uses?

• Corporate Risk and Insurance Management Manual: Every • Managing Risks of Data Processing Facilities: How to apply risk
company should have a corporate policy on risk management and management techniques to the ever-important and costly data
insurance that has the approval of the board of directors. What processing facility.
should the manual include? How should it be distributed? Examples • Risk ·Retention Levels: How large should your deductible be-
are included in the Report. $100 or $100 million? A discussion of the objective and subjective

• An Economic Analysis of the Insurance Industry: A study of methods for determining this level.

Why you should subscribe to RISK MANAGEMENT REPORTS
We live in an age of information explosion and all in the risk management field (including
financial officers. risk and insurance managers. safety specialists, consultants, agents, brokers
and insurance company representatives) have different specialized inputs. many of which are
depended upon to assist in decision making. A single in-depth resource is needed. which is ob-
jective and lucid and which has researched all of the pertinent material which applies to a
given subject. Risk Management Reports is such a tool and is a ready reference for the well-
informed risk and insurance manager. with past material being frequently up-dated and new
subjects of current interest being treated in appropriate depth. Each year Risk Management
Reports will publish an "annual" Report on captive insurance companies, with the most cur-
rent listing of captives. their parents and their operations. Also. periodic surveys are conducted
through Risk Management Reports covering risk management practices and procedures and
the results are published so as to enable subscribers to measure their responses against those
of the industry in general.

The Current Comment section is a stimulus for new thinking-with a wide-ranging review
and discussion of topics that c6ncern the risk manager and the risk management process-and
can be used as a tool by which the risk manager can anticipate developing exposures and take
corrective action before there is a financial loss.

To subscribe to Risk Management Repcrts fill in the coupon and send it with your
lemittance to:

Risk Management Reports. c/o Business Insurance.
740 Rush Street. Chicago. Illinois 60611

(Make checks payable to Risk Management Repons.)

0 YES. enroll me as a satisfaction guaranteed sub-
scriber to Risk Management Reports at the annual sub-
scription rate of $60. which I have enclosed, and start
my bimonthly subscription immediately.

0 YES, enroll me as a satisfaction guaranteed subscrib-
er and bill me/my company $60 with the first report.
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CITY. STATE. ZIP
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people
tor position at Armak Co., Chicago,
went to George F. Rotter, 38, for- dates for buyersmerly senior process engineer for
the company. Mr. Rotter, whose

appointment becomes effec tiv e April 12-13 Cargo security is the Management Society conference in Los

Wholesaler revamps April 1, will report to the director topic of a Department of Transportation Angeles Awards for the best employe
of manufacturing services for the safety institute to be held in Oklahoma benefit communications programs will

City, Ok The session, which is limited be announced at a luncheon dunng thechemical manufacturing firm. His to 24 participants, will discuss freight Employe Benefits Workshop part of the

its risk management responsibilities include imple- losses, loss analysis, preventive tech- RIMS Conference
menting safety prograrns at all 11 niques and effective employe selection

procedures The seminars are directed toArmak plants in the U S. and April 26-27 U S Department of Trans-
the management level of the transporta- portation-A free seminar and workshopAS PART OF an internal reor- Garden Corp, New York, on Canada, and maintaining all ac- tion industry and costs $60 Write Dick on transpoitation of hazardous materials

gantzation at Wilbur-Ellis Co, San February 23 Mr Falzone, 47, re- cident records 1\dr Rotter joined Millan, Transportation Safety Institute, will be held for shippers, suppliers and
Francisco, a month ago, Ted van ports to the senior vp of finance Armak in November, 1970 6500 South MacArthur Blvd, Oklahoma container manufacturers (also April 28-

City, Ok 73125. (405) 686-2153
Leeuwen, 43, has expanded duties and is responsible for the prop- *** 29) Both sessions are held at the Shera-

ton-O'Hare North in Rosemont, Il Writeas assistant treasurer at both the erty and casualty insurance pro- Bankers Trust Co, New York, April 20-22 Factory Mutual System. Opetations Division, MTH-30, Office of
parent company and at Connell gram, including fidelity coverage named Patricia Russell Rock, 31, the world's largest mutual industrial Hazardous Materials Operations, Mate-
Brothers, a wholly owned subsi- He replaces Fred Bistrong, who employe benefit administrator, ef- and commercial insurance group, is of- rials Transportation Bureau, U S De-

fering a course on fire safety and hazard partment of Transportation, Washington,diary Mr van Leeuwen is now in joined Allied Maintenance Corp., fective March 15 She replaces control design in Norwood, Ma Fire test- D C 20590
charge of all insurance and risk New York Mr Falzone formerly Michael Raub, who joined SCM ing. inflation, fast burning combustibles
management at Wilbur-Elhs, a was assistant risk manager at CIT Corp, New York (BI, February, and highrise buildings will be discussed April 29-30 Government officials and

wholesale merchandiser and dis- Financial Corp, New York, and 23,) and reports to the vp-employe Factory Mutual has done research in professionals in the private benefits
loss control engineering For more infor- field will discuss ERISA and govern-tributor and at Connell Brothers, has not been replaced there. benefits trust division She former- mation, write Burt Parcels, Education ment involvement in the private ]enefits

an exporter He reports to the ***
ly worked at J C Penney Co Department, Factory Mutual Engineer- field at the Association of Private Pen-

ing Corp, 1151 Boston-Providence Turn- sion and Welfare Plans' 6th Annual Con-treasurer and has been with the Allied Maintenance Corp, New Inc, New York, on the corporate pike, Norwood. Ma 02062 ference HMOs and future benefit legis-two companies for 19 years Mr York, hired Fred Bistrong, 39, as legal research staff
latior are some of the topics scheduled

van Leeuwen replaces Flint director of insurance on February *** April 21 American Bar Assn -The In- The conference will be held in Wash-
Thorne, risk manager, who left 1 He replaces Thomas Ryan, who Charles E. Brown, 57, supervi- ternational Law Section's Committee on 1ngton D C at the Shoreham-Americana
Wilbur-Ellis earlier this year is now an account representative sor of labor relations for Wagner Insuring Overseas Investments is hold- hotel, fees are $150 for APPWP mem-

ing a panel discussion on "New Develop- bers and $225 for non-members Write*** for 1VIarsh & McLennan Inc, New Castings Co, Decatur, Il, since ments in Insuring Overseas Investments the Association of Private Pension and
Herbert E. Walker was promot- York Mr Bistrong reports to the mid-October, has assumed addi- Against Political Risks ' Stephen Mer- Welfare Plans, 1028 Connecticut Ave

ed to director of the compensation assistant vp and is responsible for tional responsibihties as a result rett, Lloyd's of London's leading politi- NW #909, Washington D C 20036
cal rlsk underwriter, will speak at theand benefits division of American the company's total insurance pro- of David Miller's departure to free conference, held at the Georgetown May 6-7 American Management Assn

Hospital Supply Corp, Evanston, gram, excluding pensions. Allied Graber Co (BI, Nov, 17,1975) unlversity Law Center Contact Joseph -Self-insurance and captive management
Il , on March 15 He replaces Maintenance is prirnarily a build- The manager of industrial rela- Griffin, Chairman, Committee on In- under new Financial Accounting Stan-

James E. Atkinson who Joined ing service and plant lanitorial tions job is not being filled, Mr. suring Overseas Investments, Arent, Fox, dards Board regulations is the topic of
Kintner, Plotkin & Kahn, 1815 H Street, this two day meeting held at the Hyatt

MeGraw-Edison Co, Elgin, Il maintenance company It is also in Brown explained As a result, he NW, Washington, DC 20006, (202) Regency Hotel in San Francisco (also
(Business Insurance, January 26). the business of fueling and ser- and the director of industrial and 347-8500 May 20-21 in Chicago and May 24-25 in

New York) Phone John M Gregory,Mr Walker lS responsible for cor- vicing aircraft. Formerly, Mr. commumty relations at Wagner
Apn[ 26-30. The Risk and Insurance Program Group Manager, American Man-porate benefit programs including Bistrong was insurance director Castings share the function Mr. Management Society (RIMS) 14th An- aggement Assn , (212) 586-8100 for more

pension, profit sharing and wel- at Madison Square Garden Corp„ Brown handles day to day prob- nual Risk Management Conference, to information Fees are $295 for AMA
fare plans, as well as corporate New York, where he was replaced lems now but expects to be in_ be held in Los Angeles, will include in- members and $340 for non-members
compensation for hourly and tech- by Frank J Falzone, as reported volved in labor relations including dustry sessions, property and casualty

seminars, and employe benefits work- May 11-12· The 3rd Annual Occupa-nical employes He is in charge of above benefits negotiations and admin- shops Also, management sessions will tional Hazards' Safety and Health Con-
the personnel data system and re- *** istration in the future Formerly, be held covering leadership style, decl- ference & Exposition will offer seminars
ports to the vp-personnel of the William M. Scott was named he was personnel and employment mon making and time management, na- and workshops on the OSHA Act, mdus-

tional and international politics and or- trial fire protection and safety manage-corporation Previously, Mr Walk- senior risk analyst at Abbott supervisor He has worked at ganizational communication Investiga- ment Held this year at the New York
er was vp-personnel for the Amer- Laboratories, North Chicago, Il , Wagner Castlngs for 29 years I live reporter Jack Anderson will be one Hilton Hotel, the conference is sponsored
ican Hospital Supply division of on March 15 He reports to the di- *** of the luncheon speakers Registration by the American Society of Safety En-

the corporation In that position, rector of risk management and Business Insurance wants to know fees are $225 for Monday through Fri- gineers, NFPA, NIOSH, the National
day sessions, with discounts available if Safety Management Society, and thehe administered the corporate replaces Bruce R. Boehmke, who of readers moumg into 71€w or dif- fewer sessions are attended Fees for non- U S Occupational Safety & Health Ad-

benefit program for the division Joined Miles Laboratories Inc, ferent Tlsk management, emplove members are $300 with discounts avail- ministration Write to Advanced Regis-
*** Elkhart, In (BI, January 26) benebt or safety/Zoss posttlons. able Registration after March 24 lS $20 tration, OH Show, 614 Superior Avenue

per session Hotel accomodations can be West, Cleveland, Oh 44113 COSt lS $25U S Gypsum Co, Chicago, Mr. Scott is m charge of the We are interested m administra- made at the Los Angeles Hilton, The
named Eugene W. Skrypnyk, 29, property and casualty insurance tive, staff and support positums as Blltmore, or the Hyatt Regency Los An- May 12 An all-day meeting on profit
loss control engineer on March 22 program at Abbott. Previously, well as managenal level jobs. If geles Write the Risk and Insurance sharing aspects of the pension reform
to replace Frank J. Van Nuffelen, Mr Scott was insurance manager you or anyone you know ts on the Management Society Inc , 205 E 42nd law will be held at the Radisson South

St, New York, N Y 10017 (212) 557-3210 Hotel, Minneapolis, Mn The Profit Shar-
who joined Alberto-Culver Co, at UOP Inc (formerly Universal moue, please contact our Chicago ing Council of America is sponsoring
Melrose Park, Il. (BI, January 26) Oil Products Co.), Des Plaines, Il omce, 312-649-5279 April 27: BUSINESS INSURANCE these meetings Contact them at 20 N
Reporting to the manager of in- *** magazine is sponsoring an awards pres- Wacker Drive, Chlcago. Ill 60606 or

entation at the Risk and Insurance phone (312) 372-3411 Cost is $25surance, Mr Skrypnyk is respon- Kaiser-Aetna, Oakland, Ca., ap-
sible for administering U S Gyp- pointed Rosemary Clark, 37, m- Loss control
sum's fire protection program Pre- surance manager on a temporary
viously, he was a proposal engi- basis to replace Lawrence J. Bell,
neer with the Cardox division of who left the company. Ms Clark keys captive classified advertising
Chemetron Corp, Chicago had been insurance administra-

*** tor and since February 12, has

Dan River Inc, Greenville, SC, handled toth jobs She reports for hospitals
promoted Ryan B. Hamer, 28, to to the manager of audit and con-

HARRISBURG, PA -A strong
RATES AND CLOSING TIME: $3 00 per hne, nummum charge $15 00. Cash

the newly created position of in- trol and is responsible for the with order. Figure all cap lines (mammum-two) 30 letters and spaces
surance administrator, effective complete corporate insurance pro_ commitment to risk ynanagement per hne, upper & lower case 40 per Ime Add two hnes for box number.
March 29 Formerly insurance gram, excluding ernploye benefits is among requirements of Pennsyl- Replies are forwarded daily Closing deadhne Copy in written form in
analyst at the textile manufactur - The arrangement is temporary vania's newly established captive Chlcago office not later than noon, Monday, 7 days preceding publica-
er, Mr Hamer continues to report pending the selection of a perm- insurance company for the state's tion date Publtshed every other Mondav. Display class:fied takes card
to the director of insurance His anent insurance manager. The hospitals Tate of $2850 per column inch, and card discounts on size and fre-
primary responsibilities include company is a partnership between A comprehensive loss control quency. Matt ads to Business Insurance, class,fied advertiang dept,,
the implementation and adminis- Kaiser Aluminum & Chemical system, including the monitorin 740 N. Rush St., Chicago, Ilhnots 60611.
tration of Dan River's general Corp. and Aetna Life Insurance of professional quality review will
property and casualty insurance Co. have to be accepted by all hos-

HELP WANTED
program Mr Hamer currently is *** pitals seeking insurance with the

secretary of the Carolinas' Chap- Cal B. Rosenbaum, vp-risk man_ captive, the Pennsylvania Hos- RETIRED EXECUTIVE to manage small

ter, Risk and Insurance Manage- agement and insurance for Wo- pital Insurance Co (PHICO), ac- COMMERCIAL LINES UNDERWRITER captive Insuror, medical and general
liability Strong knowledge of reinsurment Society (RIMS) He said he metco Enterprises Inc. won the cording to William Sheppard, the

Multi line agency located in Chicago ance, liability, underwriting, and claims
doesn't expect to be replaced in Distinguished Service Award from state's insurance commissioner

suburban area is seeking an experienced Track record and references as Insur-
More than two-thirds of the commercial lines underwriter, duties tri-his previous position the Total Employment Committee ance Company officer Less than full

*** of the Florida State Chamber of state's 150 hospitals have ex- clude placement of small & large risks
& administrative responsibilities of ac time effort required Ideal Texas city,

On March 15 Raymond J. De- Commerce The award honors his pressed interest m insuring with counts We offer good benefits Salary is ample sports. recreational, educational,
vine, 24, was appointed insurance work with the Miami chapter of the captive Employer's of Wall- negotiable For further information, and cultural facilities Salary and bene-

which insures all 150 of the Please send resume in confidence or fits open Send resume and salary re-analyst at Arlen Realty Inc, New the Chamber of Commerce's total sau, call-A Crissle 312/452-525. P 0 Box 13 quirements to
York, to replace Peter B. Joyce, employment committee on behalf state's hospitals, recently an- River Grove, IL 60171

who joined Otis Elevator Co, of handicapped people. Wometco nounced plans to discontinue mal- BOX 725, BUSINESS INSURANCE

740 Rush St. Chicago, Ill. 60611
New York (BI, February 9) Mr has a policy of hiring handicapped practice underwriting in the state,

Devine reports to the director of persons "wherever feasible," a August 1.
Corporate Risk Managers

corporate insurance His responsi- company srokesman said The PHICQ will make available lia- FOREIGN CONSULTING Pension and Communication Consultants
bilities include reporting claims to policy is somewhat hindered by bility limits of $100,000/$300,000 RIMCO, Inc., Risk Management Con- Benefit Managers

Arlen's insurance companies and the physical layout of the main and a catastrophic loss fund will sultants, is seeking experienced risk
negotiating property, casualty and plant In cases where stairways make an additional $1 million manager or consultant to head major We discreetly arrange the hiring of
workers' compensation coverage are not a problem, we've been able limit available insurance and consulting peoplethrust into South America initial pro-

nationwide. Your professional obecMr Devine was a claim represen- to utilize handicapped employes, "The captive has plans for an ject estimated two years Requires de tives, confidentiality, location pref
tative at The Travelers Insurance he added, Mr. Rosenbaum serves umbrella fund, but limits haven't gree, CPCU or ARM, and at least five erences, and salary advancement

(5) years related experience Experi-Co, New York, before joining as treasurer of the Executive Com- been set," a spokesman for the in- goals are important to us All fees
Arlen mittee of the Fellowship House surance department said ence in petroleum industry and Spanish are paid by client companies. Contact

highly desirable
*** Psycho-Social Rehabilitation Cen- Premiums for the malpractice

Sports, entertainment, hotel ter and as president of the Learn- insurance are estimated at $357 al recognition and top earnings All RICHARD GAY

and recreation risks are part of ing Disabilities Institute Founda- per bed for the basic liability cov-

Excellent opportunity for internation-

PRESIDENT

replies confidential. Send resume to
Frank J. Falzone's everyday fare tion at Barry College. erage, with a surcharge for the RIMCO, Inc, 10300 North Central Ex-

INSURANCE PERSONNEL RESOURCES
since he became corporate insur- *** catastrophic loss limit added to pressway, Suite 180, Dallas, Texas 2970 Peach:fee Rid N W Suite 622

ance director at Madison Square The newly created safety direc- that amount. . 75231. ANan:.i Geergi 30305 4 *4041 262 2972



Whatever you need, we'll come
hell-bent for leather.
We'll ride shotgun on all your shipments-land, air or
sea. With commercial inland marine and ocean

marine insurance tailored and priced to meet your
special needs.

We'll take on tough jobs like insuring
builders' equipment. Or protecting your
entire fleet of cars and trucks. Even

boiler and machinery insurance.
You can get HPR Highly Protected

Risk insurance from us, too.
Not many companies offer all

these kinds of insurance. But then,
they're not Kemper.

. 1- ic

Call the people who cover the territory. Your independent agent or broker who represents us.
Or write Pete Standbridge, Sales Manager, Kemper Insurance Companies, Long Grove, Illinois 60049.
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KempeR insuRance
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We're with you
for the lone ride.
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Unfortunately. many companies today are under-insured for property damage. But even
if they have adequate property coverage, they tend to overlook the necessity of Business
Interruption Insurance. Coverage that insuresi you for the business you'd lose while not
operating, often a greater loss than the property damage itself.

As one of the world's leading insurance brokers, Alexander & Alexander would not only
make sure you have this vital coverage-we'd d6 a lot more.

First, we'd go through your company very 'carefully, very thoroughly. We may
recommend important loss control measures that could make your company a safer risk and,
quite possibly, reduce your premiums. At the same time, we'd be helping to prevent a
catastrophe from ever happening in the first place.

If your insurance broker isn't helping you stay in business, maybe you've outgrown him.
And maybe you should talk to us.

Alexander & Alexander Ine., Information Services, Dept. F, 1185 Avemie of the
Americas, New York, N.Y. 10036. Alexander

Yexander


