
Firms 'name' fiduciaries, try to limit liability risks
By SUSAN ALT

CHICAGO-Corporations appear to be hurriedly revis-

ing their pension and welfare plan rules to limit fiduciary

liability of directors and officers, and to pare down the

number of persons with fiduciary roles.

But these efforts to limit liability of certain persons in

corporations under the federal pension reform law may

be useless, according to pension experts.

Three panelists speaking at the American Management

Assn. fiduciary liability conference here believe the courts

will interpret the Employe Retirement Income Security

Act of 1974 (ERISA) broadly when and if it is tested,

meaning that what may appear to be iron-clad corporate

designations of responsibility to "named" fiduciaries may

not relieve other persons, such as boards of directors, from
ultimate liability if a plan is sued for mismanagement.

"In the present social climate, it is the act (of a person)

that will deterrnine a fiduciary and the liability, not the
words in the benefit plan document," James H. Pollard
of Baltimore-based James H. Pollard & Associates Inc.

told the audience of nearly 100 risk managers, benefit

managers, bank trust officials, and interested insurance
industry personnel.

ERISA specifies that a company can designate certain
named fiduciaries as responsible for certain areas of plan
managemnt. The potential liability of directors appears

to be the area most concerning corporate managers, judg-

ing from remarks about activity in the area of document

revisions, and questions directed at the speakers.

In addition to Mr. Pollard, Rian M. Jaffe, senior vp

with S.M. Hyman Co. in Baltimore, and Peter J. Brennan,

vp and trust counsel for Harris Trust & Savings Bank,

Chicago, stated their beliefs that directors will retain their
potential liability as fiduciaries despite the presence of

documents stating that only certain persons are named
fiduciaries.

"Many companies are working to change" their docu-
ments to lihlit liability for plan administrative to one

administrator instead of a committee, said Mr. Yaffe.

Answering a query about the "acceptability" of one
Continued on page 29
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Employers obiect to required

Steelworkers won dental insurance coverage, a steel industry precedent,
as a fringe benefit in last year's contract negotiations.

U.S. Steel dental goes
to three group insurers

By MARIE KRAKOWIECKI

PITTSBURGH-United States

Steel Corp. split what will surely
add up to a multi-million dollar
premium package between the
Equitable Life Assurance Society,
the Metropolitan Life Insurance
Co., and Blue Shield, by awarding
each a segrnent of the one-year
dental plans negotiated in labor
talks last year.

Equitable won the account for
90,000 non-management workers
(and their. dependents) who are
employed outside the state of
Pennsylvania.

Metropolitan Life picked up the
contracts for all U.S. Steel man-

agennent personnel across the

country, while Blue ·Shield nabbed
the business for non-management
workers in Pennsylvania.

ROBERT ALBRIGHT, who

manages employe benefits for U.S.
Steel, said cost estimates were not
yet available on the three con-
tracts. However, some idea of the
scope of the expenses is apparent
from a cost range from Metro-
politan Life.

Philip Briggs, the Met's senior
vp in charge of group insurance
and pensions, said for a dental

plan of the steel type (based on
"reasonable and customary" fees
rather than a scheduled approach)
costs could range anywhere from

$16 a month per employe and de-
pendents on a composite basis to
$27 a month.

Just for the 22,000 management
Amnlnvoc fnr uihr,rn Metrnn,ditnn

won the contract, that would bring
costs between $194,000 to $352,-
000 a month, for a possible yearly
high cost of $2.3 million. And Mr.
Briggs said although he had no
firm estimates on the cost for the

contract yet, he suspected it would
be towards the higher end of the
range.

The contract sparked heavy
competition between underwriters
who wanted the business.

According to John H. Goddard,

vp of group insurance at the
Equitable, his firm won the U.S.
Steel contract for the non-man-

agement workers outside Penn-
sylvania after about three months
of competitive bidding. .

HMO option for all branches
By RICHARD L. GORDON

WASHINGTON-Officials at

General Motors, Westinghouse

Electric, and Uniroyal have urged
that the Health Maintenance Act

of 1973 be amended by Congress
to raise to 25 from one the min-

imum number of employes at a
branch location who must be of-

fered a · prepaid health mainte-
nance, plan as an option to tradi-
tional health insurance.

The request was made in com-
ments filed with the Health Edu-

cation and Welfare (HEW) De-
partment in response to regulations
proposed by the department.

THE PROPOSED regulations
flesh out Section 1310 of the 1973

law, which specifies under what
circumstances employers must of-
fer prepaid health plans, usually
through health maintenance or-
ganizations (HMOs), to employes.

The law, as passed by Congress,
requires that employers with 25
or more employes enter into an
agreement with a qualified HMO
if even one employe resides in the
HMO's service area.

"We feel this provisi6n that a
qualified HMO must be recog-
nized for the dual choice option if
only one employe resides in the
service area is the single most
serious problem raised by the act
and the proposed· dual choice reg-
ulations offer no relief," wrote

General Motors vp Robert F. Ma-
gill,

"It is strongly recommended
that a technical amendment to the

act be passed by the current Con-
gress requiring that at least 25
employes must reside in an HMO's
service area before an employer
is obligated to make the option
available," Mr. Magill said.

"Otherwise this provision would
place an extremely heavy admin-
istrative burden on employers,
especially employers with multi-
plant locations on a nationwide
basis," he said.

A top official at a leading na-
tional insurance brokerage who
asked not to be identified, also
urgued that the minimum number
of employes at one site should be
raised at least to 10.

"We would not anticipate an
ELMO seeking out an employer
with only one eligible employe in
their area," he said, "but it might
do so for the sales and advertis-

ing effect if the employer is a
'name' employer ( AT&T, Ford
Motor, Eastman Kodak, Texas In-
struments, etc)."

Encyclopaedia Britannica, in
Chicago, which has numerous
small sales offices across the coun-

try, also told HEW that it would

have problems if forced to offer
HMOs as a dual option for their
employes nationwide.

To require less than three
employes as the minimum for the

HMO option "would add consid-
erably to our overall adminis-
trative costs," said Raymond C.
Bevans, the company's assistant
treasurer.

JOINING GM in recommending
the 25 employe minimum were
Donald J. Povej ail, vp-personnel
and administration for Westing-
house Electric, and R. F. Lawler,
director of employe benefits for
Uniroyal.

While raising the minimum em-
ploye level to 25 requires an
amendment to the law itself, the
companies responding to HEW's
request for comment also ex-
pressed concerns about portions of
the proposed regulations.

One section (802 /b/) limits to
90 days the period allowed em-
ployers and unions to evaluate and
choose from among. the -qualified
HMOs seeking inclusion in the
company's dual option program.

General Motors' Mr. Magill
urged that this period be expand-
ed to at least 180 days.

"Such additional time," he said,
"is desirable because 90 days may
not provide. adequate time for the
employer and the union to investi-
gate the relative merits of com-
peting HMOs and also sufficient
time to enter into and conclude

necessary collective bargaining.
agreements."

Additional pleas for at least
Continued from page 2

Sears plan involves risk-sharing by 35 insurers

Fiduciary liability insurance purchases told
By MARGARET LeROUX

a

NEW YORK-Three major U.S.
corporations have recently nego-
tiated fiduciary liability policies:.
two of them, Sears Roebuck &
Co. and American Airlines signed

$10 million policies with Lloyd's
of London through Professional
Indemnity Agency Inc., and

United Brands Co. signed a $5
million policy with National

Union Insurance Co., a member
of the American International

Group through Frank B. Hall,
Business Insurance learned.

ThA TTnito,1 Arnnrle nr,lirn, r,nr-

ries an annual premium of $14,-
000, company spokesman said;
Sears and American Airlines de-

clined to comment on the size of

premiums involved in those poli-
cies.

LLOYD'S IS covering $1 million
of the limit on the Sears policy
with the balance involving par-
ticipation by - "approximately 35

American companies," sources
close to the negotiations said.

A spokesman for American Air-
lines said he thought that policy
was similarly negotiated.

RAnre ic l,nnuin tr, he CoolCinG

substantially more fiduciary lia-
bility coverage than purchased so
far. The amount of coverage sought
is thought to be an excess cover
for an additional $30 million. Some

insurance experts believe Sears
will have trouble obtaining that
much insurance because of past
problems with disgruntled partici-
pants in benefit plans, and the fact
several underwriters declined to

participate even in the $10 million
policy as a result of their assess-
ments of the risks.

One of the companies partici-
pating in the Lloyd's policy is
Nirthhrinlr Tne.rinr•B On A rli-

vision of Allstate Insurance, which '
is a subsidiary of Sears. North-
brook has an exclusive agreement
with Professional Indemnity to

write fiduciary coverage.
Sears has a $117 million pension

plan supplementing its $3 billion
profit sharing plan. American
Airlines' pension fund has assets
of approximately $600 million.

United Brands has $150 million
to 175 million in pension fund as-

sets, a company spokesman said.
In 1973, the Sears profit sharing

plan had 227,225 participants and
the supplemental pension plan had
10 514 nnrt.irinAnt= I
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Required HMOs...
Continued from page 1
180 days came from Uniroyal, En-
cyclopaedia Britannica, the South-

ern Railway System, and from
Moore Products Co., of Spring Hill,
Pa.

General Motors and Uniroyal
also raised concerns about Sec-

tion 803 (b) (1) of the proposed
regulations, which permit selec-
tion of benefit and co-payment
levels by the employes' collective

bargaining agent once a particular
HMO is agreed upon.

General Motors said this should

be modified to provide that this
shall be done by the collective
bargaining process, rather than
unilaterally by the union.

GM also objected to the re-
quired use of "positive" enroll-
ment technique for the initial open
enrollment period for HMOs. Such
procedure would require employes
to make an affirmative written se-

lection between their existing
health benefits plans, the new one
or dual choice alternatives.

GM said this method of selec-

tion should be determined by the
employer and the individual em-
ploye.

FREE copy

Sample

Write for free informational
materjal about NUTSHELL. This
digest covers all important
employe benefit articles and
reports currently being published

up to 75 condensations from
over 30 publications each month.
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benefit specialists,

forit»Os»11
1645 Cargill Building

Minneapolis, Mn. 55402

"At the very most, this regula-
tion should require the employer
to make only one follow up effort
after the original distribution of

enrollment materials," GM's Mr.
Magill said.

Other areas of concern involved

HEW's tentative decision to allow

employes to decline payroll de-
ductions to pay for HMO coverage,
which the companies said would
cause tremendous administrative

problems.

GM ALSO urged that HEW al-
low employers to evaluate and ap-
prove all HMO promotional en-
rollment materials before they are
distributed to employes. The cur-
rent proposed regulation only al-
lows employers to "review" such
material.

GM also said that the companies
already contracting with HMOs
that are not yet on HEW's quali-
fied list (no one has yet been
'qualified,' HEW says) are left in
an exposed position. Under the
regulations, they would be re-
quired to add any "qualified"
HMO to their dual option pro-.
gram, if such an HMO sought in-
clusion.

GM said that any employer that
currently has ah agreement with
an HMO that is moving to meet
HEW requirements should be pro-
tected "against being forced to add
another fully qualified HMO with-
in the same service area."

THE REPLIES indicated that
many companies were still un-
certain about what their finan-

cial obligations would be under
the preposed HMO rules.

The law states that employers
will not be required to contribute
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any more toward HMOs than they
already pay for conventional
health insurance.

The insurance brokerage official
asked, "If the qualified HMO has
a $70 family rate and the employ-
er is paying $80 with a commercial
carrier, does the employer pay $80
to the HMO or $70?"

He said there could also be

problems like this--the employer
health plan is Blue Cross-Blue
Shield and the cost is divided

50-50. Employes at various loca-
tions opt for the HMO in the area.
Two years later,-the employer
makes major medical available
and, again, the cost is divided 50-
50.

What is the employer's cost ob-
ligation for those employes in the
HMO? Must he assume that 100%
(most unusual) would have signed
for the major medical and increase
his contribution accordingly? What
is his cost obligation for employes
opting for an HMO in the future?

HEW officials said they didn't
expect to have final answers to
these problems, in the form of fi-
nal regulations, until late this
summer or early fall. •

Show more

pensions are
paid in full
by employers

NEW YORK-More employers
than ever are paying the full cost
of retirement benefits, a Bankers
Trust Co. study of corporate pen-
sion plans revealed.

The study spots trends in pen-
sion plans of the nation's largest
employers. The tenth in a series, it
analyzes 271 pension plans of 190
companies, covering 8.4 million
employes. That is equal to about a
quarter of all employes covered by
pension plans in private industry
in the United States.

More than two-thirds of the
pension plans under study neither
required nor permitted employe
contributions. Bankers Trust said
before 1970, 44% of the plans took
employe contributions to qualify
for full retirement benefits.

OTHER BENEFIT trends spot-
ted by the study included an in-
crease in pension benefit rates and
use of a benefit base of average
compensation paid during the em-
ployes' final five years of service.

Benefit payouts were up in more
than 25 % of the plans. Moreover,
73 % now use the final five-year

 base as opposed to 50 % which did
so in 1970, the study found.

Early retirement provisions are
available from 88 % of the plans
compared with 76% five years ago.

The study found the most com-
mon provisions of the largest cor-

' poration pension plans to be:
• normal retirement at age 65

with benefits based on final five-
year-average pay;

• early retirement options
available at age 55 and 10 years'
credited service;

• early retirement benefits in-
excess of "actuarial equivalent";

• pre-retirement death benefits
.that include a spouse's pension;

•.vesting of 100% after 10
years' credited service;

• no employe contributions.
The 301-page study, in addition

to spotting general benefit trends,
also details each company retire-
ment plan individually. Without
naming the specific corporation, it
identifies each one according to
type ("finance company," "elec-
trical equipment and electronics
company") and lists the number
of plan participants, and describes
basic benefits and supplemental
benefits. •

IU Int'I Corp. files for
new Colorado captive

DENVER-IU International

Corp., under the auspices of its
wholly-owned subsidiary IU North
America, filed for registration of
a captive insurance company to
handle property/casualty risks,
Business Insurance learned.

The new captive will be called
The Coachman Insurance CO.

Once it gets final approval from
the Colorado insurance depart-
ment, it will be the Philadelphia-
based conglomerate's second such ·
insurance subsidiary.

IU International's shipping sub-
sidiary, Gotaas-Larsen, operates
a captive called Salem Assurance
Co. Ltd. in Bermuda.

GERALD M. BROWN. director
of risk management, said IU In-
ternational put up capitalization
for the formation of The Coach-
man Insurance Co. in excess of

what is required under Colorado
law. The minimum requirement
is $400,000 paid in capital plus
$350,000 in surplus.

The computer technology re-
quired in setting up the new cap-
tive was handled by Anistics di-
vision of Alexander & Alexander.

Anistics will manage the captive.
At this writing, the Colorado

secretary of state has approved
the new captive. However, insur-
ance commissioner J. Richard

Barnes said the company had not
yet filed documents indicating
what coverages the captive win
underwrite.

Mr. Brown said the Colorado

secretary of state has already ap-
proved the formation of The
Coachman Insurance Co., and that

1·
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0

final approval is pending from
insurance commissioner Richard

Barnes, subject to study of the
final documents IU has been asked

to file. "We've got 90% of the
clearance already," the risk man
said. "Right now it's just a matter
of finalization."

ALTHOUGH HE underplayed
the captive's potential function in
providing malpractice or profes-
sional liability coverages, Mr.
Brown said IU International "is

not precluding" any major cor-
poration exposure (with the ex-
ception of employe benefits) as
an area of operation for the new
captive once it is licensed.

The company expects licensing
for the captive to go through some
time this surnrner. •
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Costs 'level off' since open rating began in NY
By MARIE KRAKOWIECKI price increases were substantial- on commercial price increases, the with insurance company profits pricing system and the aggressive

ly larger under the prior-ap- department attempted to measure under various regulatory systems policing powers it confers upon
NEW YORK-Property and li- proval system, and that insur- the level of competition in com- It shows evidence suggesting that the insurance department to reg-

abillty insurance costs in New ance price increases under com- mercial Iines by using testimony competitive pricing has resulted ulate excesses of the insurance
York state have leveled off and petitive pricing have been far of insurance producers and buy- in higher loss ratios and lower companies
even dropped in some cases since smaller than increases in the con- ers, plus the results of a question- profitabihty than prior approval Under the older prior approval
competitive pricing ("open rat- sumer price increase nage for most of the lines of insurance system, even though the insur-
ing") began in 1969 on an experi- Based largely on these findings, examined " ance companies had to have their
mental basis. the report states that competitive THE QUESTIONNAIRE was Lawrence 0. Monin, acting rates approved by the superin-

This is the conclusion of a 126- pricing "performs much more ef- developed with an eight-member superintendent of insurance when tendent of insurance, they had
page report issued by the New fectively than its iegulatory alter- consumer advisory council and the report was issued earlier this relatively more freedom from
York Insurance Department Just native, the pro-cartel, pnor-ap- was sent to a sample of medium- month, told Busmess Insurance regulation once the rates were
before Lawrence W Keepnews proval system" and should there- si,ed commercial risks The sam- that the report's discovery of established
became superintendent, replacing fore be continued ple was selected on the advice of higher loss ratios under competi- But under competitive pricing,
Benjamin Schenck. It was during For personal and homeowner representatives of the American tive pricing did not conflict with the state insurance department
Mr. Schenck's term that most of lines, these results seem evident Society of Insurance Manage- its endorsement of the system as has been able to step in with
the controversy and emotion sur- from the report. For, the corporate ment, (now the Risk and Insur- a means to encourage the loss more enforcement devices One
roun(ling the issue of open rating buyer of insurance concerned ance Management Society) whose prevention function of insurance. dramatic case the report details
burst upon insurance consumers' with commercial price movement, official stance is supportive of was in the celebrated malpractice
consciousness however, the picture may not be open rating HE EXPLAINED that a higher tangle sparked off when Argonaut

as clear But as the report states, "there loss ratto represents a larger per- Insurance Co demanded an im-
THE REPORT, called "Cartels The insurance department was were only a few responses to the centage of premiums being ex- mediate 196.8% increase in mal-

vs Competition' A Cntique of In- self-admittedly "unable to con- questionnaire, and the quality of pended to payment of losses and practice premiums in New York,
surance Price Regulation" meas- struct a reliable index system for the responses received varied so adjustment expenses, not neces- threatening withdrawal from the
ur es the impact the competitive recording overall commercial in- much that the department de- sarily an erosion in a company's state unless it got them.
pncing system had on insurance surance pnce level changes be- termined the data provided by loss prevention program, although According to the report, the in-
prices compared to that of the cause of complexities of commer- the survey was insufficient to an erosion in profits would show surance department responded by
prior approval system, which per- cial policies, their specialized provide any meaningful conclu- up invoking its powers under the
mitted concerted rate-making ac- tailoring and latitude of pricing sions Mr. Monin said that if lower competitive pncing law and under
tivities by Insurance companies. based on Judgment factors A part of the report which is premiums result from competitive the state's unfair insurance trade

The report found insurance So in lieu of using statistics perhaps clearer is that dealing pricing, it would be to the in- practices act It suspended the
surance company's profit advan- rate increase, ordered Argonaut

Inflation, ridiculous suits blamed tage to hold losses at a minimum to Justify the increase and to show
and enhance ltS loss prevention cause why competition in medical
function malpractice insurance was not

Rates soar for products liability So although the report (which sufficient to assure rates would
also examined competitive pricing not be excessive and sublect to
in California, Illinois and Geor- prior approval.

BOSTON-Product hability rates will probably ufactured animal contracepbves didn't clean the gia) found that four competitive
Ieap upwards between 100 % and 300 % above last drug mixing machine thoroughly enough. A batch of pricing states showed the largest ARGONAUT WOUND UP mak.
year's cost to insure large risks mink food mixed in the same machine rendered a gains in loss ratios, it was still ing an agreement with the N Y.

This was a general industry piediction from Al- farmful of minks stenle The breeder sued able to assert later that the "loss Medical Society to provide cover-
lan L. Dow, vp in charge of business markets for prevention function can only be age without a rate increase until
Liberty Mutual Insurance Cos Mr Dow foreseeq THERE IS A constant growth in the frequency effectively performed m a com- June 30, 1975.
that burgeoning rate hikes in products liahilit i and size of claims for liability as people become petitive environment. The report on competitive pric-
"will be particularly true for smaller rag, mi oh - more educated to the size of the coverages "Our What may be ultimately of ing cited this as an example of
mg nsks of about $25,000 " company alone has gone from hundreds of thou- most Interest to commercial insur- how the system provided time to

Even with good experience manufacturerf will sands to million of dollars here, Mr. Dow said ance buyers is the correlation permit new alternative, including
have to expect their product liability ratm to rise The Conference Board, the New York-based bum- drawn between the competitive Continued on page 4
because of inflation, Mr Dow said ness organization, has recogmzed the growing

He pinpointed birth control pills as particular problem c„mpames face in this area. It has Just re-
problem products for this type of coverage But leased ., 1 eport called "Managing Product Recalls,"
troubles also crop up in situations from the ridicu- which in part discusses the difficulty of getting re- Special services issue
lous to the sublime, involving everything from ster- call insurance included in the overall coverage
ile studs on mink ranches to electric nose cleaners In a chapter by Stanley G Hansen, an engineer-

In one instance involving a claim Liberty Mutual ing manager of the Travelers Insurance Co, the re- is planned for June 16
had to pay to a mink ranch, a company which man- port notes that recall insurance is both expensive

and hard to get CHICAGO-Bunness Insurance safety and loss control.
"Even when written, product recall coverage magazine plans to publish a spe- The magazine invites readers

would, in most cases, be subJect to a mimmum de- cial issue on the subject of Risk to supply appropriate material
duction of $10,000 and a minimum participation by Management and Insurance Ser- for inclusion in the regular Info
the insured of 10% of the total loss exceeding the vices June 16, 1975. for Buyers colymn in this special
deductible amount," the report said Risk and insurance managers issue Material should relate to

E. Patrick McGuire, proJect director on the Con- as well as employe beneht man- services utilized by risk and in-
ference Board's marketing management research agers continue to study the cost- surance managers and benefits
staff, edited the report In an interview with Bust- benefit advantages of performing managers, loss control directors,
ness Insurance, Mr McGuire said he was not sur- certain risk management func- safety engineers, property pro-
prised by Mr. Dow's prediction that product liabil- tions Internally, versus shopping tection managers, and security

5/8111,1&5\,74' 1 11 1 ity premiums might triple this year in the msurance marketplace for managers.
"And the ambulance chasers of the legal profes- specialists to provide services for Readers of Busmess Insurance

mon, deprived of their bonanza when no-fault auto fees. are also invited to supply edito-
msurance came in, began scouting around to find a While the trend toward self- nal ideas for the special issue on
new area to rake in the dollars When the American insurance and retention of nsks new services being offered, chang-

4 0 Trial Lawyers Assn found products liability, they progresses, so does the service ing emphasis on old services with
found their satisfaction The exponential growth in business toward which the entire new applications, and use of ser-
claims in this area will bear me out in this," Rir. insurance industry is orienting vices by companies which self-in
MeGuire said. itself. sure.

Act_-_
Info material and editorial sug-

MR. McGUIRE noted that in some cases, the Con- THE SPECIAL issue will ex- gestions for future stories should
sumer Product Safety Commission has requested plore the services corporate man- be submitted to Susan Alt, man-
companies to have a retroactivity clause in their agers are purchasing outside, why aging editor, Business Insurance,
product recall pohcles, which would extend the stat- they're using outside service spe- 740 North Rush St, Chicago Il
ute of limitations up to 10 years. cialists and what they're paying 60611 by May 9

Kemp Shredder, which makes devices for shred- for the expertise of outside sup-
ding leaves, and Relco, a company that makes elec- phers. The services traditionally
tric welders, were two examples of firms Mr. Mc- provided by insurance underwrit- Pension costs up

..i-

Guire said were asked to honor a retroactive clause. ers and brokers/agents, are now Indian Head Inc reported that
"Mechanisms to recall low value products are so even more integral to risk and in- contributions to various pension

lacking that these kinds of manufacturers wouldn't surance management. Respond- and profit-sharing plans were ap-
be far away from bankruptcy if faced with one big ing to this demand for more ser- proximately $8 9 milhon in 1974,1,4 ///
recall order," the conference board member said. vices, brokerage firms and insur- up from $5.6 million in the year

He explained that low cost items, with no serial ance companies have established' before, an increase of 59 %. The
numbers, were extremely hard to track down, even specialized divisions for client company said that the pension
If the items are potential death traps He cited an administrative services, 1ndus- reform act is not expected to have
instance where one manufacturer made a device trial hygiene and other occupa- a significant impact on the finan-
that electrically cleaned noses. Unfortunately, some tional safety services, fire pro- cial position or results of opera-

.IA people who attempted to roto-rooter their nostrils tection engineering services. Spe- tions of the company. Pension
with the nose cleaners received lethal shocks. cialists in these fields also have plans are fully funded, with prior

Liberty Mutual's Mr Dow, however, does not expanded their services through service costs amortized over 20
foresee a capacity crunch in' this area. firms not related to underwriters years The actuarially computed

"Punitive damage claims are on the increase, and or brokers value of vested benefits for cer-
that will naturally make premium costs rise," he Corporations which have tam plans as of Nov 30, 1974,62£-- noted "But I don't think it will affect capacity. The turned to self-insurance as a cash exceeded their pension funds and
policy forms have not been broadened, and we don't management tool, are also putting balance sheet accruals by approx-

Illustration courte,yof AIU seemtobe covering more claims thaninthepast,",• a great deal more emphasis on imately $17 million
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Labor Dept. braced for pension reporting prob/ems
WASHINGTON-The Labor pension industry advisory council For plans in existence Jan 1, records of this type in the past " could be called a subplan, the de-

Department and pension fund was reminded last month that the 1974, the new definitions will te- "Multiemployer plans," the de- partment said
officials are bracing themselves new pension law defines require- come applicable the first plan partment said, "have particularly If a plan description was filed

for maJor problems with new re- ments for vesting, participation, year in 1976 severe problems in adapting to for each subplan, the department
quirements for annual reporting and benefit accrual in terms of "The problem," said the Labor ERISA recordkeeping In some said administiative problems for
of participants' accrued benefits "hours of service" and "years of Department, "is that many em-' cases member employers made the department and plan admin-

The department's 15-member service " ployers have not kept adequ:te required contributions (with or istrators could become severe,
without a list of covered em- particularly if annual reports are
ployes and the entitlement of required for each subplan
each) but kept no records

.,"Many of,these employers may HOWEVER, the department

not even be in existence, since said annual reporting might stillt
How to make turnover among small employers be more convenient and meaning-

is typically high," according to ful if it was divided into sepa-

your book of business a classic. . the department "The plan ad- rate parts for each subplan
mimstrators do have central rec- Experience with reporting un-
ords, but in many cases they may der the old Welfare and Pension

4, be inadequate for ERISA pur- Plans Disclosure Act has indi-
f poses cated that filing of annual reports
1.9 "Some multiemployer plans should be keyed for convenience

have not maintained a current to the plan descriptions that also
list of participants, and this could must be filed with the depart-
be a crippling defect for some of ment .

The special risk pages in agers is in the business of making the reporting requirements of the
act," the department notedyour book of business are placements year-in, year-out.

The Social Security Adminis-
rich in long-term benefit. IWEST enJOys market access Open rating ...

tration historically has been able
Analyze the importance * - because of underwriting to supply some of this 1nforma- Cont,nued from page 3
of special risk coverages ," ., -, \: ....,.- expertise We meet 'hon about retiring participants, possible remedial legislation

to businessmen and see a 4 including their earnings appllc- "These events demonstrated•t market changes with
able to the period covered that the insurance department

bond between a client's certaintles We offer
The department warned, how- would Invoke the competitive

trust and your own solutions to current ever, that "Social Security will pricing law's enforcement powers

prosperity market frustrations not be able to satisfy the enor- where appropriate, and that these

Some people are In addition to mous crush of requests for infor- powers are strong and effective,"

saying the current 4 - mation generated by the ERISA 1t concludedplacing special

tightening and 0 v r u.  1 -- ."# risks we special-
requirement of reporting to cur-
rent participants as well as re- WHEN OPEN rating was first

uncertain mar- ize in excess, tiring participants Introduced m 1969, and during
ketplace now

.umbrellas, sur- This suggests that 1t could its subsequent forays with the

makes special /
prove to be impossible to enforce state legislature (which decided

I
.

"
plus lines-

risks too hard to handle products habil-
all ERISA requirements immedi- to renew it from 1973 through

'. V

ately, unless another solution for 1975) the biggest criticism leveled
And infer that, perhaps, tty, aviation, DIC/ the lack of records can be devel- against it from insurance buying
producers should be emphasizing hability for public entities, and oped If lt lS Impossible to enforce circles concerned .

price wars

other strengths property Create a classic book of all requirements, then a set of (B I, May 21, 1973, May 27,

We say special risk placements business. Call IWEST priorities needs to be established " 1974)

are simply a matter of good under- A brochure detailing IWEST is
Opponents felt competitive rate

SIMILAR PROBLEMS exist for setting would lead some com-
writing and market access As "old" available Write: IWEST, Attn: J. A. plan admimstrators and benefits pames, particularly the larger
markets change "new" markets de- Bradley, P.0 Box 1651, Stockton, managers when it comes to com- ones, to set rates at such low "cut
velop And IWEST Insurance Man- CA 95201 plying with the law's new annual throat" levels that competition

report requirements to the Labor would be actually hurt instead of
Department helped, with some company in-

The department said it recog- solvencies resulting.
nized that many large employers

Stockton, CA Encino, CA Seattle, WA The report effectively under-

(209) 948-0555 (213) 990-8400 (206) 363-9893 have multiple programs for em- cuts this argument by tossing the
ploye benefits, sometimes run- insolvency hot potato back in the

Palo Alto, CA Portland, OR ning into hundreds of discrete laps of the insurers·
(415) 329-8020 (503) 292-8828 "plans" lumped for administra- It stands by the department's

tion into 20 or 30 packages 1973 finding that recent New
One set of plan documents York insurer insolvencies were

uven insurance Managers might cover several employe op- due to mismanagement, and in
tions or categories, each of which some instances, to possible wrong-

doing-not to the competitive wic-
ing system

V.. The report shores Up ltS pOSi-
tion by pointing out in the latter
part of 1973, the insurance de-

<>TT'S HAPPENING?}46 partment launched a series of
examinations Into commercial

pricing practices In examining
nine companies or groups, it
found one or more violations in

each one Two have been fined a
il _ total of $35,000 and the other

seven have violations pending

Solving the Flood Problems of the Loan Officer against thenn

Since March of 1974 Financial Institutions have been ask- Protection Plan Is available to agents and brokers upon "CARTELS VS. competition"

Ing more questions about the Flood Disaster Protection Act request.
was prepared by the department
(strictly under the aegis of the

They are worried about criticisms by governmental agencies, To obtain further information regarding this unique ap Schenck team, Mr Monin was

assets thrown out on examination and possible suits by proach and our other supplementary programs for Financial careful to point out on his last

mortgagors where flood insurance was not in force Institutions (including Fiduciary Liability), please contact your day as actmg superintendent be-

For years W&A has designed supplementary coverages that local #&A Branch Manager, or nthony C Bova, Senior Vice fore Mr Keepnews was to take

have been specifically tailored to fit the needs of Financial President-Marketing, at our Ner York Home Office over) for the governor and the

Institutions Our All Risk Mortgage Protection Plan has In- state legislature

Ironically, it was released justcluded full flood protection for over fifteen years In addinon
to full All Risk, it enables the mortgagor to discontinue check WOHLREICH & ANDERSON system seems to be fighting for its
Ing policies A current article describing the backup coverage MEMBERS OF THE HOWDEN GROUP

Financial Institutions can obtain under our All Risk Mortgage

at a time the competitive pricing

life with the state lawmakers.

Despite the department's positive
findings about open rating, the

Special Risks and Unusual Situations-Exclusively Through Agents and Brokers system may be serapped at the
end of the year.

The legislature (which Mr. Mo-

Home Office Michigan New England )hio mn described as having -negative
Wohlretch & Anderson Ltd Wohiretch & Anderson Agency Wohlretch & Anderson (New England) Inc Vohirelch & Anderson Agency, Inc
55 John Street Southfield, Mich 48075 Boston, Mass 02108 leveland, Ohio 44115 feellngs about competitive pricing

New York, N Y 10038 Tel (313) 358 1811 Tel (617) 723 5770 Tel (216) 241 2917 in general) must take some defi-
Tel (212) 349 3020

Mid America New Jersey 'ennsylvanla nite action to extend the law by

DC Area Wohlretch & Anderson (Mid America) Ltd Wohirelch & Anderson, Ltd Nohireich & Anderson, Ltd (Inc ) the end of 1975, or it will expire

Wohirelch & Anderson (D C ) Ltd Chicago, Ill 60606 Livingston, N J 07039 <ing of Prussia, Pa 19406
If that happens, the old prior ap-

Columbia, Md 21044 Tel (312)454 0696 Tel (201,994 0896 Tel (215) MU 8 3532

Tel (301) 997-1272
proval system goes back mto ef-

Correspondents in All Other States feet m 1976. .



Pipelmeto insurance savings.

Interpace Corpo-
ration of Parsip-
pany, New Jersey,
knows how to make in-

surance earn its keep. This
large manufacturer of concrete
pipe and ceramic and mineral prod-
ucts is our policyholder for several busi-
ness insurance coverages.

Since 1970, we have served Interpace under near-
ideal conditions. Because at that time, ther man-
agement group became our partner in a total
commitment to control insurance losses.

Our special safety and health services, a rating
plan with built-in incentives, and the policyholder's
concentrated efforts to prevent losses produced a

------

premium savings
over a three year pe-

riod of one million dollars.

For Interpace, the savings
on insurance costs represented

28,000 linear feet of concrete water pipe.

It Froves again that money saved is just as
valuable as money earned. And that it pays to get
serious about insurance loss reduction. Because
;osses are what determine ultimate insurance costs.

At Employers of Wausau, we seek the business of
policyholders who are willing to be our partners in
spirit as well as in name. When you join this select
group, you're in very good company. And the long-
term rewards can be well worth the extra effort.

COME TO THE SOURCE

Get the Wausau Story

FAAPI C)YERS INSURA CE OF WAUSAU. Wausau. Wisconsin
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Fiduciary identification key to ne-
problem facing benefits managers

By MARGARET LeROUX

NEW YORK-A host of new

problems faces corporate employe
benefits managers as a result of the
pension reform law, J.D. Oglevee,
house counsel-law department of
Exxon Corp. told a conference on
fiduciary liability here recently.

Basic to the problems is the
lack of a clear understanding of
just who is considered a fiduciary.

"There's sorne disagreernent
among lawyers whether it is in-
tended for directors to be in-

cluded as fiduciaries under the

Employe Retirement Income Se-
curity Act (ERISA)," Mr. Ogle-
vee said.

"The way to get your direc-
tors off the hook," he advised

conference participants, "is to del-

egate as many responsibilities as
possible to named fiduciaries so as
to narrow the liability of your di-
rectors."

List your fiduciaries by title
rather than name, he added.

DISCUSSING THE identifica-

tion issue-"Does ERISA pro-

hibit employers from indemnify:
ing those who administer employe
benefits plans?"-Mr Oglevee
commented that an employer
might well ask, "If I'm allowed
to insure the plan, or to set aside
means to self-insure, then what's
the difference between indemni-

fication and self-insurance?"

Mr. Oglevee advised employe
benefits managers to consider

"who you're paying for, when
purchasing fiduciary liability cov-
erage.

Since most premiums are based
in part, on the number of parti-
cipants in a plan, it is possible
that some individuals are included

more than once, he said.

The attorney used the example
of an employe of a company, hav-
ir.g a number of subsidiaries, who
may in the course of his career
acquire pension rights in more
than one plan.

"The cost may amount to only
a dollar per participant," he said,
"but it's something to consider."

He wonders whether or not in-

sured plans such as Blue Cross
and Blue Shield can be considered

to have fiduciary liability under

ERISA. "I can't get an insurance
man to admit he's a fiduciary,"
Mr. Oglevee commented.

Since the insurer can refuse a

benefits claim, he could then be
said to be adverse to the interests

of a participant, an action prohib-
ited fiduciaries under the law, Mr.
Oglevee said.

In handling investments by pen-
sion of benefits plan funds, the
attorney advised against buying
foreign securities, as another ERI-
SA provision prohibits fiduciaries
from making foreign investments,
or investments outside the j uris-
diction of U.S. district courts.

"IF YOU HAVE foreign se-
curities already, I can't tell you

what to do," he said, adding he
hoped the criteria of good faith
would be applied by the Labor
Department in determining wheth-

er or not foreign investments
would be exempt from the law.

The attorney also urged bene-
fits managers to check into pe-

All Marsh G McLennan offices
are created equal.
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000000000000

Except one.
What makes one office exceptional is the fact that it's your local Marsh G McLennan office. Close to
you, your business, your needs. El Even so, it's even-up in expertise with all of the other Marsh G
McLennan offices ...thanks to our National Services Organization. mThis means each of our offices
can tap the full resources of the company's extensive technical and professional skills. Consider
how this can help you. Corporate risk management problems often call for highly specialized solu-
tions, which local Marsh G McLennan offices, working with National Services Organization spe-
cialists, are equipped to deliver. For all our clients. Everywhere. El It's a big promise that each of our
international network of offices is able to keep. El The more you know about Marsh 6 McLennan,
the more you'll know how we got to be the world's leading insurance broker.

When itcomes

to insurance,
come to

the leader.
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The Knowledge Broker®

ripheral plans-"retained income
or other such 'sweetners' for early
retirement, for example"-to see if
they are subject to ERISA regu-
lations.

Mr. Oglevee predicted compli-
cations in communicating benefits
changes to employes as a result
of the pension reform law.

Section 30001 of the law re-

quires that all interested parties

be informed, and allow comment
on benefit changes.

Since there's more than one way
to make a benefit change, can

unions or employes challenge the
employer on the basis that he

should have changed it another
way?" he asked.

ERISA also requires employers
to file with the Internal Revenue

Service (IRS) for comment on
benefits changes.

"If you make a change in June
and go to the IRS at a future
date for comment on the change
do you have to re-notify all in-
terest parties?" the attorney ques-
tioned.

The reason for all the questions
-"at this point we're not certain
about anything," Mr. Oglevee
commented-is "the law is poorly
drafted in some places and we're
not getting the guidance we need
from the Labor Department." •

Insurer will

appeal ruling
on pregnancy

BOSTON-Liberty Mutual In-
surance Co. plans to petition the
U.S. Supreme Court to over-
turn a recent federal appeals
court ruling that pregnancy

should be treated the same as any
other temporary disability, said
Calvin Grove of Lederer, Fox &
Grove, the company's attorney.

Upholding a lower court, the
ruling also stated that "since
pregnancy is a disability common
only to women, to treat it differ-
ently by applying a separate leave
policy is sex discrimination."

Currently, two other cases on
circuit court dockets raise a sim-

ilar legal question, according to
Beth Don, attorney for the appel-
late division of the Equal Em-
ployment Opportunity Commis-
sion (EEOC).

Together, the three cases rep-
resent the highest court level at-
tained over this question. Other
cases have been heard at the

lower federal district court level.

If Liberty Mutual is successful
in petitioning the U.S. Supreme
Court for a writ of certiorari

(that is, the right to be heard),
it would represent a "first," Ms
Don said. Also its decision would

probably influence future judg-
ments at the district and circuit

court level, she explained.
If the Boston-based carrier is

denied certiorari, the third circuit

court ruling stands, Ms. Don said.
The cases pending at the second
and fourth circuit courts are not

necessarily bound by the Liberty
Mutual decision, she continued.
If a split in decisions occurs, the
U.S. Supreme Court would be
more likely to grant certiorari to
resolve it, she said.

The EEOC filed three court

briefs as a friend of the court,
which represent the government
view that pregnancy should not

be treated differently from any
other temporary disability. •

Broker merger
Shand, Morahan & Co., surplus

lines insurance broker and rein-

surance intermediary based in
Evanston, Il. has merged with
Alexander & Alexander Inc.

Shand Morahan, which specializes
in professional liability, will re-
tain its company name.



0

We protect your busi , 64*i'i'here
Ws most vulnerable

f

i fs* ; T

.4

.

3

You *rnings and your trade

Even the best commercial fire policy around can't
pay your employees or your on-going bills when
disaster pulls your earnings out from under.

And it can't help you keep operating so your loyal
customers stay loyal customers.

Our new combined Blanket Earnings and Extra
Expenses policy can.

We'll reimburse you for earnings lost while your
business is disrupted and for at least 30 days after
you reopen. You can add up to 360 days if needed.

We'll coverthe expense of setting up a temporary
operation from your present quarters or new location
nearby if it's possible.

Otherwise, we foot the bill to expedite repairs.

Even if it means overtime. Because the sooner you
get back in business the fewer customers you lose.

We've also done away with the old bugaboo, the
standard co-insurance clause.

And we're the only company to offer such broad
coverage for any number of locations under one
policy with one limit, making it an ideal remedy for
claims headaches.

It's exactly this sort of sound insurance idea that's
been keep ng us going strong since before
the Civil War.

Call an independent agent for The St. Paul about
our new combined Blanket Earnings and Extra
Expenses coverage today. He's in the Yellow Pages.

00

G

THE ST. PAUL
COMPANIES

<
Serving you around theworld. .. around the clock

St Paul, Minnesota 55102
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Liability bond offers
temporary protection

NEW YORK-"I don't know

for sure what it is I've got, but
what I've got is all I can get."

So quipped Justin Murphy,
manager-insurance for the Nestle
Co. at the end of a two-day con-
ference on fiduciary liability in-
surance here recently.

His remark typified the reac-
tions, ranging from dubious to be-
wildered, expressed by many of
the 118 American Management
Assn. conference participants.

Outlining in case study form
how the Nestle - Co. is changing
its insurance program to meet re-
quirements of the Employe Re-
tirement Income Security Act
(ERISA), Mr. Murphy advocated
considering fiduciary liability in-
surance "at least until the dust

settles."

Nestle, a Swiss-owned multi-
national company with 6,000 em-
ployes, has two pension plans
with assets "in excess of $30 mil-
lion" and an employe benefits
prograrn.

THOUGH THE plans them-
selves are not insured, the com-
pany is completing negotiations
with Aetna Casualty & Surety
Co. for a $10 million policy, "a
combination liability-bonding ap-
proach," Mr. Murphy said.

Based on total assets, number
of participants and fiduciaries,
the annual premium will be ap-
proximately $2,000 to $3,000.

44We intend to cover all fidu-

ciaries inside the company," Mr.

Murphy continued, which means
approximately 16 people.

When ERISA went into effect

in January, the Nestle Co. took
out a $1 million binder for fidu-
ciary coverage with National
Union Insurance Co., the insur-
ance manager said, but contacted
Aetna (which also underwrites
Nestle's CGL policy) after learn-
ing that National Union wouldn't
write the limits the company
sought

Through noting, "$10 million is
not an adequate limit," Mr.
Murphy observed "it seems that's
about the top figure you can get
from domestic markets without

getting into surplus lines."
Nestle's employe benefits plan

liability had been covered under
the CGL policy, but Mr. Murphy
said the fiduciary policy is prob-
ably a better vehicle for it.

He predicted the company will
eventually have a single policy
including directors' and officers'
fiduciaries and employe benefit
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For full information about this insurance,

send the coupon below to the
Stewart Smith office nearest you.

plan liabilities. Nestle does not
have directors' and officers' lia-

bility coverage at this time.
Asked if he was able to elimi-

nate any of the exclusions in the
Aetna policy, Mr. Murphy replied,
"We don't find the exclusions
difficult to live with."

Referring to the punitive dam-
ages exclusion in the Aetna fidu-
ciary liability policy he added,
"I assume the defense would be

covered under our CGL policy." •

Safety competition
Entries for the 1975 National

Safety Council's association safety
awards are being accepted until
May 1 for both employe safety and
product safety categories. Entries
should reflect group efforts for
calendar year 1974 and should be
more comprehensive than those de-
signed strictly for OSHA or anoth-
er regulatory agency. Write to the
National Safety Council, Assn.
Section, 425 N. Michigan Ave.

Stewart SmithA member of the Stewart Wrightson insurance Group 
116 John Street

New York, New York 10038
(212) 964-6700

141 West Jackson Boulevard

Chicago, Illinois 60604
1312) 939-5775

3200 Wilshire Boulevard

Los Angeles, California 90010
(213) 382-6201

=-------------------
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Defendants

are covered

for $5 million
liability award

CHICAGO-The corporate de-
fendants told by a jury to pay $5
million damages in a product and
third party liability suit are close-
mouthed about details of their in-

surance coverage, but it appears
they have adequate coverage.

Damages to the widow of a 42-
year-old investment broker who
died in a light plane crash in Iowa
in 1973 were based on his expected
future earnings and were divided
as follows among: Beech Aircraft
Corp., maker of the plane, 45 %;
Butler Aviation International,
which inspected the craft, 33% ;
Automation Industries Inc., which
made another inspection, 20% and
Air Iowa, operator of the flight,
2%.

The accident was blamed on the

collapse of a damaged wing.
At the time of his death, William

Hodgson of William Blair & Co.
reportedly earned more than $300,-
000 a year.

Beech Aircraft's (Wichita) 0. H.
Barrett, insurance manager, de-
clined to give details of the com-
pany's primary or excess coverage
and said the $5 million»award was
being appealed. Mr. Barrett said
the firm's excess coverage was in
the "multimillions of dollars" and
was placed in London markets.
Marsh & McLennan is the broker,
he said.

Andrew Bacharach, manager of
financial services for Butler (Par-
amus, N.J.), declined comment on
the award and the coverage limits
of liability, but he said that pri-
mary and excess third party liabil-
ity was placed through Lloyd's. He
listed Sweeney & Bell (New York)
as the broker.

"We're not going to appeal (the
award) because it's partly settled,"

ssaid Thomas Anderson, supervisor
for Peter J. MeBreen & Assoc.,
claims adj ustors representing
Lloyd's here.

M. M. Gillis, insurance manager
for Automation Industries (Los
Angeles), declined to give any
comment on the award or any in-
formation about the company's in-
surance coverage. •

Closed door

deliberations

for PBGC
WASHINGTON-Policy delib-

erations ef the seven member ad-

visory council to the Pension
Benefit Guaranty Corp. (PBGC)
are being held behind closed
doors, according to officials.

PBGC is the new government
corporation, created by the pen-
sion reform law, to reinsure de-
fined benefit pension plans. The
council met March 20 and 21 to

discuss the issues of basic bene-

fits, the concept of pension plan
termination, and the allocation
of the as#ets of terminated plans
which were brought to the com-
mittee by PBGC.

The basic benefits issue may be
crucial, since the law says that
PBGC will. reinsure only "basic"
pension benefits, without defin-
ing what the term means.

Further meetings of the advi-
sory council have been scheduled
for this month and early May.
PBGC's advisory council is ex-
emplified from federal require-

ments that advisory councils
have open meetings. •



1--- london line
Strict new British laws pave way
toward improved industrial safety

LONDON-New safety regula-
tions will go into force April 1
for millions of British workers.

In addition to reflecting present
legislation, the regulations will
introduce a new principle con-
sidered important to insurers.

Employes now will have to
take the same care for their own

safety and that of fellow plant
employes, as corporate manage-
ment is already required by law
to perform.

Employes also must co-operate
with management to ensure that
the nation's occupational health
and safety laws are fully ob-
served.

John R. Parkinson, chairman
of AIRMIC (Association of In-
surance and Risk Managers in In-
dustry and Commerce) told Busi-
ness Insurance that large compa-
nies are already well aware of
the paramount need for safety at
all plant levels.

But the strict new rules, which
can be enforced by criminal court
penalties,- will ensure that even
small business firms will have to

check their internal safety fac-
tors more intensively in future.

Every company in Britain will
have to provide safety training
for its employes. They must also
ensure that members of the pub-
lic, as well as plant operatives,
are protected from any outside
hazards in industrial processes.

Bill Simpson, chairman of the
new Health and Safety Commis-
sion, commented: "Significant
advances are being made in safe-
ty legislation, and the general
public will be entitled to a new
duty of care in terms .of safety
and health by people carrying out
industrial activities."

**:

FIRE ESCAPE routes in plants
where loads of flexible polyure-
thane foam are stored should be

much shorter than those in ordi-

nary industrial premises.
This because fires in these

plants spread quickly, and pro-
duce toxic gasses like carbon
monoxide and hydrogen cyanide.
Alarm systems must provide for
complete evacuation of .the in-

Protest short

training time
for seamen

NEW YORK-The American

Institute of Marine Underwriters

and the American Hull Insurance

syndicate, whose combined mem-
bership represents most of the do-

mestic marine insurance market,
protested a proposed U.S. Coast
Guard rule which would shorten

training periods:for third mates.
In separate letters to the Ma-

rine Safety Council, the two
groups cited that the overwhelm-
ing maj ority of marine losses and
casualties are due to human error.

They called for more training of
seamen, not briefer training.

The AIMU additionally point-
ed out that a nunnber of techno-

logical developments, particularly
containerization, have resulted in
a very high concentration of risk.
In the interest of loss prevention,
it opposed any change in regula-
tions which might "reduce the
quality of deck officers." •

volved premises in sixty seconds.
This warning is given in a spe-

cial report on fire hazards pro-
duced by U.K. government scien-
tists.
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BRITISH AUTHORITIES be-

lieve present radiation standards
for plutonium are. safe · even
though there has been anxiety in
the U.S. over its cancer risks to

industrial plant workers.
The governmen t-sponsored

Medical Research Council has is-

r

sued a special report through its
radiation-risk committee which

rejects the "hot. dust" theory sup-
ported by some scientists.

The council takes the view that

the current standards for plutoni-
um are set at about the right level
in relation to other radiation pro-
tection standards, although adjust-
ments by small factors may be re-

quired.
The International Commission

on Radiological Protection, whose
recommendations are followed in

the U.K. and most other countries,
is currently reviewing the stan-

dards for all radiation risks, from
plutonium and other sources.

But recent concern about "un-

usual radiation hazards" which

might arise from occupational ex-
posure to plutoniurn pronnpted the
new British research into the prob-
lem.

The findings of the Medical Re-
search Council are that although
plutonium and its compounds oc-
cur in nature, they never caused
particular concern until large
quantities became produced arti-
ficially by nuclear fuel processes.

Claims that they can lead to
cancer were made by scientists

who suggested that health risks
were greatly increased if radioac-
tive material was inhaled in the

form of "hot" particles that could

get lodged in the lungs.
Dealing with these U.S. theories,

the Medical Research Council says:
"It is agrued that in order to take

account of these special properties,
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the internationally agreed protec-
tion standards ought to be much
more restrictive in respect of plu-
tonium inhaled in insoluble form.

"Feeling the need for an inde-

pendent appraisal of these claims,
and for a critical review of knowl-

edge on the biological effects of
plutonium, the council has studied
the relevant literature and mate-

rial on the subject.
"Physical and biological bases of

recommended derived standards

have been examined in detail, and
our broad conclusion is that the

current standards are set at about

the right level."
Two recent deaths of the Wind-

scale (Cumbria County) plant of
British Nuclear Fuels of employes
who had cancer have also caused

anxiety. But the plant authorities

claim that this figure is a normal
proportion of that found in ordi-
nary industrial processes and there
is no exceptional risk to its em-
ployes· that is not already safe-
guarded. •

Three ofakind-ACES
geographically separated but solidly
together. They excel in providing
PROfessional group insurance service.
Consistent success, the kind that
comes only from a lot of dedication,
places Don, Ray and Don among
Provident's top group PROducers.
Small wonder they are welcomed by
brokers, appreciated by Provident
policyholders, and respected by i
competitors.

All Provident groupmenare PROS.
Any of them will show you why - in
a hurry- at your convenience.

Got a Group Problem? Call the.
Provident PRO near you!

4

P

l

DON WARD
Associate Regional Manager

COLUMBIA

RAY BURETr

District Sales Supervisor
NEWARK

DON WILKINSON
District Manager
SAVANNAH

Provident

GROUP DEPARTMENT

CHATTANOOGA

Offices in Principal Cities
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Driving schoo/ spends $16,000 for
workers' compensation insurance

MONTEREY PARK, CA-
Like most companies in the ser-
vice business, California Driving
School derives most of its reve-

nues from people and not from
expensive buildings and machin-

ery.

Thus, the firm spends its big-
gest insurance dollars on workers'
compensation coverage for un-
flappable instructors setting out
each day to teach nervous stu-
dents the basics of negotiating
frenetic Southern California

highways.
George R. Hensel, owner of the

California Safety Center, said
workers' compensation premiums
last year hit $16,000, compared to
$10,000 annual premiums for the

firm's next largest policy, gen-

eral liability.
California safety center is a

holding company of the driving
schools, which operate branches
in San Francisco and a driving
instruction center marketed by
May Co. department stores in
Southern California. The holding
company also sells franchises for

driving schools in three other
parts of the state.

MR. HENSEL insures workers'

. compensation with the state fund,
and has followed this practice for
seven or eight years. He claims
the state fund "is more willing

than private underwriters to go
to bat for the employer."

Mr. Hensel, who personally

does all the insurance buying for

his ventures, believes he has a
good insurance deal for public
liability coverage. As a member
of The Driving School Assn. of
America, he purchases public li-

ability coverage from FAMEX,
the mass marketing arm of Fire-
man's Fund Insurance Cos.

FAMEX picked up the associa-
tion's property and liability bus-
iness just over a year ago, Mr.
Hensel said. He is presently pres-
ident of the association.

He figured his company saves
about $60 per car per year "from
what we spent in the past with
our former carrier, Allstate. Tra-

ditionally, driving schools have
suffered in attempts to obtain li-
ability coverage because under-
writers are wrapped up in the

idea that ve are worse-than-av-

erage risks," he observed. He re-
futed this view, however: by not-
ing ttat California Driving School

'7'11 go anywhere.
Tc get across to people
how benefits work

and wby they matter.
Emplcyers want the
story told, employees
need to know.

We're telling 3 million
people a year.
We'll make your
benefits and insurance

work for you, too."
Carol Haines,

Les Angsles office

Johnson
& Higgins
ir-dustry's
communicative

benefit planners

1* 1

has experienced only two in-hos-
pital accidents since 1970, al-
though fender bender type acci-
dents are a more common occur-

rence.

That feeling of being penal-

ized for being in a certain bus-
iness, and the desire for better
premium deals on public liability
insurance, was behind the asso-
ciation. members' willingness to

listen when FAMEX agents came
calling, Mr. Hensel said.

For the $1 million liability pol-
icy with a $100 per occurrence
deductible, Mr. Hensel spends
$8,500 a year to protect the domi-
nant Southern California arm of

his business. This division oper-
ates between 30 and 65 automo-

biles a year, contrasted to the
Bay Area to the north where only

15 to 25 vehicles are rolling dur-
ing any 12-month period.

So far, about 90 driving schools
out of the association's total

membership of 400 have signed
up for the liability package with
FAMEX.

Mr. Hensel said Charter Insur-

ance Agency acts as his broker
for the FAMEX policy.

CALIFORNIA Driving School's
group life and health insurance
are underwritten by Union Cen-
tral Life Insurance Co. of Cin-

cinnati, Oh. The health plan
provides for coverage up to a
maximum of $50,000 aggregate.
Employe life coverage provides

benefits up to $10,000 for most
employes, although coverage in-
creases to $20,000 up to $100,000
for key employes.

In 1974, the firm paid $20,900
in premiums to Union Central
Life.

A novel feature of the compa-
ny's health coverage is its cancer
insurance policy underwritten by
Lone Star Insurance Co., Dallas,
a subsidiary of S. S. Kresge Co.
The principal reason for the new
coverage being added, Mr. Hensel
said, is that "it is cheap."

"The cost is about $46 a year
for an individual and $66 a year
for a family," he elaborated. "It

has a provision that if after 10
years no claims have been filed,
Lone Star promises to refund the
total contribution." •

Blades appointments
J. H. Blades & Co. Inc., Hous-

ton-based holding company of
insurance management firms and
underwriters, named Robert P.
Quinn president. Formerly, he
was vp of the company. J.H.
Blades, former president, is now
chairman and chief executive of-

ficer. Also appointed were G.F.
Burke, manager of the oil depart-
ment and assistant vp and A.G.
Everett, assistant vp-underwrit-
ing administration. J.H. Blades &
Co. Inc. is a correspondent for
underwriters at Lloyd's as well
as other British and foreign in-
surance companies specializing in
nonstandard and speciality lines,
aviation, marine, international

insurance and reinsurance.



States moving toward
workers' comp reforms

CHICAGO-About 75% of all
states are now in full or substantial

compliance with half of the 19
"essential" recommendations for

reform outlined in 1972 by the
National Commission on State

Workers' Compensation Laws, ac-
cording to the American Mutual
Insurance Alliance (AMIA).

The AMIA, whose member com-
panies write about 30% of all

workers' compensation insurance,
started an "action program in 1970
to enhance the total effectiveness"

of the state systems, a progress re-
port stated.

THE CAMPAIGN'S goal is to
offset federal intervention in state

workers' compensation benefits by
further upgrading state laws dur-
ing 1975 legislative sessions.

Some 62 % of the states are in

full or substantial compliance with
the recommendation that maxi-

mum weekly benefits for perma-
ment total disability by 6625! of
the state average weekly wage
(AWW). Eighteen percent are in
full compliance with the provision
that such benefits be 100% of the

state AWW, the report stated.
For maximum weekly death

benefits, 58 % of the states are in

Record high
auto liability
settlement

MIAMI-A new Florida record

for auto liability settlements was
set last month when $2 million was
awarded to a 17-year old youth
paralyzed in a car-truck crash last

July 23.
The truck was operated by Pen-

insular Supply Co., of Miami, a
state wide plumbing supply firm.

The first $1 million of the award
was picked up by Liberty Mutual
Insurance Co., Boston, Peninsular's
primary liability insurer.

The second $1 million was paid
by the Home Insurance Co., New
York, underwriter for Peninsular's

$8 million excess liability insur-
ance policy. There were no de-
ductibles on either the primary or
the excess coverage.

The award was announced after

two days of testimony in the case
before Dade County Judge James

Kehoe during which witnesses had
testified that Peninsular's truck

driver, Aaron Logan, had appar-
ently been under the influence of
alcohol at the time of the crash.

MR. LOGAN'S semi-trailer
truck hit a bridge abuttment south
of Marathon, Fl. in the Florida
Keys, and jacknifed across the
highway in front of a car carrying
17-year old Mike Williams.

Mr. Williams was left paralyzed
from the shoulders down, accord-
ing to his attorney, Richard
Nichols.

The accident occurred at 5: 15

p.m., Mr. Nichols said, more than
12 hours after the truck driver

began work at 4 a.m.

Mr. Williams' parents are fed-
eral government employes, Mr.
Nichols said. His mother is a typist
and his father an aircraft me-
chanic.

The previous high settlement for
an auto accident in Florida was a

$1.8 million award about two
years ago.

Liberty Mutual said it spent
around $50,000, in addition to the
settlement, to fly the youth to
Boston in a private jet for special-
ized therapeutic and rehabilitative
treatment.

full compliance with the recom-
mendation that payments be 66% %
of the state AWW. Eighteen per-
cent are in full compliance with
the provision that such benefits be
100% of the state AWW.

Six states are in substantial

compliance with the recommend-
ation on agricultural workers,
while 12 states comply in full, the
report continued.

For the household and casual
workers recommendation, 28 % of

the states are at least in partial
compliance: 11 comply substan-
tially while two comply:in full.

Sinee AMIA's program began,
nine additional states have enacted

full medical benefits, bringing the
total to 46 states that provide un-

limited medical coverage by law or
extended indefinitely by discretion
of the state industrial commission,
it stated.

Another 15 states have broad-

ened their laws to cover all occu-

pational diseases, raising the total
to 46 states.

Eighteen states made workers'
compensation compulsory rather
than elective and 45 states now

comply with "this essential recom-
mendation of the National Com-

.adThe Spirit of /
I. Independence

mission Report," the report con-
tinued.

Nine states have eliminated nu-

merical exemptions, raising the
total to 34.

BY JANUARY 1, four commis-
sion recommendations-full medi-

cal coverage, no numerical exemp-
tions, full occupational disease

coverage and compulsory coverage
-were met by 32 states.

An additional 11 states have

complied in full with three of the
four recommendations. Only Ar-
kansas and Louisiana have not

complied with at least two of the
four recommendations.

Since the AMIA action program
began, a national coverage increase
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of 66 % in weekly wage replace-

ment benefits for permanent total
disability has occurred, along with
54% for temporary total disability
and 65 % for death benefits.

During the same period, weekly
payments for permanent total dis-
ability have increased 25% or
more in 41 states. Alaska, Califor-
nia, Idaho, Montana, Ohio and Wy-
oming have increased such benefits
100% or more.

Temporary total disability bene-
fits paid weekly have increased
35% or more in 32 states since
1970.

Twenty states increased death
benefits to surviving spouse and
children by 50% or more, while
33 states increased benefits 35%. •

The Riverma

He knew self-reliance. And self-respect.
His decisions were based on truths etched in nature and in the few men like himself. This

was the spirit of independence.
Your independent insurance agent serves you with similar honesty and fierce practicality.

He feels he can best serve his customers and himself by maintaining his freedom of choice in
the companies he represents. He is not shackled by single corporate loyalty.

Grain Dealers Mutual works through independent agents and we believe their freedom
of choice results in better policy holders for us. Yet, this same freedom means we are com-
peting for their business, so we must offer them ' GRAM DEALERS mUTUAL
the best possible product, service and assistance. InfUFOnce Compang

And we are. Indianapolis 46202 · Omaha 68102 • Greensboro, NC 27405
San Francisco 94104 / Member: Improved Risk Mutuals

You benefit. They benefit. We benefit. Food Industries Federation of Mutual Insurance Companies

Li .&r:vig''SU _i. +12,55*pr«Ii,=IrW/Ell Ilyr-Mily£ltfial.I -m 1111111 r./ , American Inrernarional uroup



1 . /. 1 Aq#i

16/busmess Insurance, Apiil 7, 1975

glasses and a medicine chest full or compensation like the farmers, 1 On the preceding page of -that makes as much sense

letters of pills When you need an opera- small businesses, oil wildcatters, your magazine you had an aiticle I have always enjoyed your

tion, though, and you are in gieat aiilines, railroads and others get where 135 million people are al- magazine, but with editoiials such
pain you may have to wait sev- because the government camel ready insured against the ex- as this, it would not take much
eral months-or over a year-to got his nose in the tent'> Nof Hur- penses of catastrophic illness, or to change my opinion completely

Contmued from page 14 get in the hospital i ay for Pi esident Ford on this lS- nearly three of every four Amer- Woody Dagneau

suiance plan 1 Where have you We have a welfare program to sue The i ecession, in flation and icans under age 65 are now cov- Glendale, Ca
been? It has been well docu- take care of the aged, poor and unemployment was biought on ered Why we should foist a na-
mented that all the agitation foi disadvantaged-so let's not hear by piesidents who thought we tional health progi am that could

Editor's note The editorlat did

a government health insurance that old canard-it costs us bil- could have guns and butter, pol- cost as high as 100 billion dollars not advocate a federal program

program, for the most part, does lions of dollars a year and no one lution-free air, water, land, food, a year for the benefit of the 25% increaung the federal deficit and

not come li om the public It's a 15 suggesting it be abolished- sound, highway vistas, cities, who aie not now covered lS be- costing as high as $100 billion a

politician, labor leader, bureau- even if lt lS rife with malinger- worlds and univei ses with endless yond my comprehension year This niagazine does believe,
however, that four out of fourcrat, academician-sponsored pro- ing, lazy-bum cheaters-includ- spending and consumption 2 Why an insuiance publica-

gram that isn't leally needed-a ing thousands of affluent college K. L Lombard tion should be fostering a federal
Amenccms should have cata-

boondoggle to end all boondog- students using food stamps, fam- Agent, Indianapolis, In program, which could Inean a strophic illness protection (and,
gles, because it will bankrupt the illes of "run-away pappies" who loss of millions of dollars a year consequently, access to good med-

nation live upstairs, unwed mothers with To the Editor In reading to an insurance company, is also leal care when an illness occurs),

We have health insurance foI three, foul or more kids, and on, thiough the Februaiy 10th 1SSUe beyond my comprehension and our editorial criticized the

80% to 90% of the population and on, the same way it will bo of Business Insitrance, I couldn't 3 With an estimated 35 bilhon President for pushing all initia-

-adequate, affoidable coverage with the national health program believe my eyes when I started dollar deficit, why your magazine tive to reverse this tnequlty to the
back burnerthat costs a lot less than what we Not to mention the damage to leading your editorial on "A tact- should encourage a program

will all have to pay to support the private insui ance industry less move," where you cnticized which would create another 20 to

the fantastic proposals that have that is inherent in most of the our President severely for post- 25 billion dollar deficit is beyond Do something
been made Take a look at Great ploposals that have been made poning any action on a national behef
Britain and the other counti ies The livelihood of thousands of health proposal There are three Perhaps we should recommend To the Editor Youi corre-

that have such systems-now ev- agents is threatened-has anyone I easons why I became extremely that the federal government take spondent S A Chalk Jr (Bust-
eryone has two pairs of eye- suggested subsidies, reparations, bitter at your editorial over the writing of all magazines ness Insurance, March 10) rec-

ommends private sector handling
of health care and "bring about
a reduction in cost and impl OVe-
ment in quality "

The quality, now non-existent,
would take a "whale" of a lot

of improvement Presently, with
premium rates skyhigh, little or
no health care is delivered, Just a
lot of red tape about deductibles,

.
,

, corridors and co-payments A
. .

. case in point yesterday was that
.

, , of a young lady with bronchial
.

.
, ,

,
pneumonia incurring bills of

.
, , ,

. slightly over $600 She was re-
.

. . imbursed loss than $70, about one
,

, . month's premium, by one of our
,

, best known carrieis

. . What do some of the insurance
. .

.. , companies do with all the money
.

, , they "rip-off"9 I dislike the fed-
,

, eral health plan as much as any-
. .

.
.

. .
. one but something has to be donor

F T Randullson

San Francisco, Ca

-

.*t,k 1 More on malador
5

r
To the Editor. Velsicol has sur-

4 veyed 21 insurance agencies to
learn their experiences with odor

4,7 damages to chents and whether
darnage prevention was reconn-

.
I . mended or required by any agency

r.,
The survey results have been

very consistent· 20 agencies or
95 % of the total responding have
sustained odor damages as a result
of the following causes

fire/smoke . . 16 agencies
animals.... 6 agencies

-- _ _____rt other .. 3 agencies
--

(mildew, cadavers, etc )
Not one agency surveyed uses

any malodor prevention program
To the question "Does your firm

\\ recommend odor control systems'>"

\\\,\Af 10 agencies replied "Yes", and 11
replied "No"

The dollar value of malodor

damage has not been determined
yet, but comments by several in-

surance agents make it likely that
over $2 MM annually are awarded
for odor damages

This is an interim report We
expect to have over 100 responses

f '.' "e,

, 'df
by May Perhaps any of your

.,'1§:F'. O,447*"0*4'PI'»·S,;*f»% b:. readers who have experienced
.

claims arising from malodors

144 4,41•34»Y© I ./
-e.- ,

would be interested In writing to
us to add further Information to

our suivey

Robert C. Hickerson

Manager, Market Development,
Velsicol Chemical Corp , 341 E

. D . 1 Ohio St , Chicago, Il 60611

- .

..
Proper reference

To the Editor I would appre-
Z " a ciate your correcting the name of

. ,r

our organization, improperly re-0 .1 , IJ. 1., .4 1. . i- . feired to as "Houston Gas & Elec-

tric Co " on page 66 of youi
Match 10 issue We are Houston

Natural Gas Corp Also, I report
to W G Hand, vp and controller

W. J Dahl

Manager-Insurance, Houston
Natural Gas Corp , Houston, Tx



Z-kiss
Reason

Why
Z-A's Extended Earnings
and Expense form
eliminates the
co-insurance or contribu-
tion clause, making
business interruption
insurance easier to
understand.

Business
interruption
Insurance

enters

the age of
reason.

This is how Z-A' s
Extended Earnings and
Expense form* leaves the
realm of prophecy and
enters the age ofreason:

Eliminates the
co-insurance or
contribution clause, with
its requirements for
difficult, if not impossible,
predictions on what your
business activity will
be at some future date.

Provides blanket

protection with one
coverage amount for both
gross earnings and extra
expense for all named

locations. No need to

predict precisely which
type of coverage you may
require.

Allows an extended

31-day indemnity period
for that crucial time after
the property of your
business has been restored
but before the earnings
of your business are back
to normal.

Encourages creative
underwriting with such
options as: a growth-guard
feature that automatically
helps to keep the amount
of coverage current; an
extension beyond the
31-day indemnity period;
and deductibles that assist

-®

ZURICH-AMERICAN INSURANCE COMFANIES
Zurich Insurance Company
American Guarantee and Liability Insurance Company

Z-lis RIaSON WHY

you in tailoring coverage
to fit your business needs.

How about cost? Check
with a Z-A representative.
We think you'll find ies
reasonable.

It stands to reason that
you'll want, and need, to
know more about Z-As
new approach to business
interruption insurance. So
send for our brochure

ance enters the age of
reason: Z-A's Reason Why."

*Available from Zurich Insurance
Company or American Guarantee
and Liability Insurance Company in
most states andpending in others.
Check with your Z-A representative
for local availability. (Not available
in Hawaii, Texas, Mississippi
or North Carolina.)

Zurich-American Insurance Companies
Communications Department/111 West Jackson Boulevard/Chicago, Illinois 60604

I would like to know more NAME

about Z-A' s new approach
FIRM

to business interruption
insurance. Please send me

a copy of your brochure
ADDRESS

"Business Interruption Insur-
CITY

ance enters the age of
reason: Z-A' s Reason Why."

STATE ZIP·

81-028-04
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Captives'do have their
place' risk seminar told

SEATTL E-"Most firms are

looking for alternatives to reduce
their insurance costs or to fill a

gap when conventional insurance
isn't available. And with the pres-
ent concern over rates, and the
shrinkage of capacity, many such
firms are considering captives,"
asserted Keith Reid, vp of John-
son & Higgins of Seattle.

"Captives aren't the answer to
everything, but they do have their
place," Mr. Reid told insurance
managers at a seminar here, spon-
sored by the local Risk and Insur-
ance Management Society chapter.
But he cautioned against abuses
and raised some areas of concern

about captives today.

"In corporate financial state-
ments, CPAs must be able to attest
to the financial statement of the

companies they're auditing. But if
CPAs are unable to attest to the

credibility of those captive re-
serves, this could have a direct im-
pact on the utilization of a cap-
tive," says Mr. Reid.

The IRS also wants to curb

abuses in ratings and reserve prac-
tices so the IRS will scrutinize the

reason a captive is established,
said Mr. Reid. He noted the IRS

has challenged the utilization of
eaptives, feeling captives are used
essentially as vehicles for self-in-
surance, claiming a tax deduction

for payments into the captive. "So
don't look upon captives as a tax
haven," he says.

A CAPTIVE must be established

for sound business reasons, he
stressed. When setting up a cap-
tive, the basic costs of a charter is
$2,500; it must be capitalized for
$120,000 and generally has annual
expenses of $48,000, he noted. This
includes basic supplies that include
$500 for an annual audit, $1,000
for local tax, and directors' fees
and management costs, he said.
Captives generally have limited
exposure by stopping the loss at
$50,000 which is absorbed by the

captive; "so we assume a loss
won't bankrupt the captive," said
Mr. Reid.

"And there is some concern,
too, that when the owner of an in-
surance company is the insured,
then there is a conflict of interest.

The owners of a company are not
allowed to pull the captive's
strings like they would the strings

of a puppet, so the captive must be
a separate entity, with its own
board of directors and separate
management," Mr. Reid explained
to seminar members.

OTHER INSURANCE alterna-

tives include "rent-a-captive,"
said Mr. Reid. "A reinsurance cap-
tive, for instance, can be a noncon-
trolled foreign corporation with
less than 10% American owner-

ship. As such, it does not come
under direct IRS scrutiny," he
added.

But, he cautioned, "with all

schemes, be careful. If it is only a
dodge to avoid a tax situation, it
could well blow up or backfire.
There must be sound business

principles behind an insurance

captive."
Two-thirds of all captives are

based in Bermuda "because there

is a well-established business com-

munity there that's sound, without
the regulations or taxes you have
in other places," said the broker-

age vp. i
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T o recieve literature listed in Info for Buyers write
1 directly to the name and address accompanying each

item, mentioning that you saw the offering in Business
Insurance. Readers are welcome to submit items for

possible inclusion in the column. A sample of your
literature should be sent to Info for Buyers, Business
Insurance, 740 Rush St., Chicago, Il 60611.

• A Trustee and Fiduciary Liabil-
ity Protection kit is available from

NAS Ltd. Included in the kit are

a short explanation of the pension
reform act, regulations regarding
liability insurance and bonds, an

analysis of company policies and
insurance applications. The kit is
available without charge by writ-
ing to Thomas Cath, NAS Ltd.,
233 S. Wacker Dr., Suite 7930,
Chicago, Il. 60606.

• National Union Fire Insurance

Co. is offering a brochure on fid-
uciary liability insurance called
You Asked for It. Designed for
attorneys and accountants who act
as fiduciaries, a free copy is avail-
able by writing to Product Info,
Corporate Communications, Amer-
ican International Cos., 102 Maid-
en Lane, New York, N.Y. 10005.

Institutional Research Consul-

tants has updated its legal report
entitled Uninsured Motorist En-

dorsement, What is it All About?
The report explores most of the
latest court cases and answers

many complicated questions con-
cerning the subject. A complete
bibliography is included. The
price is $5. Mail requests to 5725
Fremont Pike, Box 181, Stony
Ridge, Oh. 45458.

• Bank Administration Institute

has compiled a desk-top reference
of Security and Emergency Pro-
cedures for bank personnel. It pro-
vides a quick guide for procedure
in case of robberies, fires, natural
disasters, medical emergencies and
other crises. Cost is $1 for insti-

tute members, $2 for nonmembers.
Write to the institute at 303 S.

Northwest Highway, Park Ridge,
Il, 60068.

• The U.S. Department of House-
and Urban Development is offer-
ing a 10-page list of Questions and
Answers-National Flood Insur-

ance. Single copies are available
free by writing to Ms. Jean Hard-
esty, Room 4186 HUD Building,
Washington, D.C. 20410.

• International Employe Benefit
Planning-Ten Commandments is
available from Kwasha Lipton

Inc. The report lists 10 recom-
mendations that U.S. employe
benefit managers might use in
planning and administering ben-
efit plans for local and third coun-
try nationals and expatriates over-
seas. For a free copy write Henry
F. Magnusen, Kwasha Lipton Inc.,
429 Sylvan Ave., Englewood Cliffs,
N.J. 07632.

• We insure a World of Work is

a description of Commercial
Union workers' compensation
plans. The brochure also explains
the importance of a strong work-
ers' compensation plan for the
consumer and details the ways in
which Commercial Union Assur-

ance Cos. can assist in providing
plans for a variety of businesses.
For a free copy write A. R.
Eovine, advertising manager,
Commercial IJnion Assurance

Cos., One Beacon St., Boston, Ma.
02108.

• The OSHA-SPEC Safety Prod-
ucts Buyers Guide is now avail-

able from the Cadillac Plastic and

Chemical Co. This 72-page color
catalog carries over 3,000 items-

including safety caps„ goggles
protective clothing, fire extin-
guishers, etc. OSHA-SPEC safe-
ty products meet OSHA stand-
ards. For a free catalog write
Byrne Blumenstein, Cadillac Plas-
tic & Chemical Co., P.O. Box 810,
Detroit, Mi., 48232.

• Allstate Insurance Co. is of-

fering a Product Liability Loss
Control Plan pamphlet. It sum-
marizes activities involved in a

planned product liability loss con-
trol program to meet safety and
legal responsibilities while devel-
oping an effective claims defense.
For a free copy write Q. C. An-
derson, Commercial Loss Control
Director, Allstate Insurance Co.,
Allstate Plaza D-1, Northbrook,
Il. 60062.

• The Crump London Coverage
Notes are published monthly by
Crump London Underwriters Inc.
and are available free to readers

of Business Insurance. The Notes

include brief descriptions of spe-
cial coverages, including up-to-
date information about changes
in rates or markets for coverage.
If you would like to receive these
monthly mailings write Earl R.
Lanning, Crump London Under-
writers Inc., 2600 100 N. Main
Bldg., Memphis, Tn. 38103.

• Communitronics Inc., a sub-

sidiary of Fred. S. James & Co.
Inc., is offering a brochure that
describes the company's program
designed to Tell your Employes
about Their Benefits. The pro-
gram, called EmployesBIS, is a
benefit information system which
provides employes with an in-
dividual computerized benefit
statement to inform them of their

total compensation. Free descrip-
tive brochures may be obtained
by writing Communitronics Inc.,
2001 McKinney Ave., Dallas, Tx.
75201.

. New 1974 Pension Reform

Highlights, offered by Commerce
Clearing House Inc. for $1 (for
two-copy minimum order),pro-
vides easy-to-grasp highlights of
maj or benefits and changes in a
booklet designed for widespread
goodwill distribution. The 48-
page publication, printed in Sep-
tember, can be obtained by writ-
ing to: James Golden, 4025 W.
Peterson Ave., Chicago, Il. 60646.

• A brochure from Cardkey
Systems analyzes five different
levels of security in terms of the
types of access controls best suit-
ed for each level. Access controls

covered range from the simplest
mechanical type to sophisticated
electronic multiple access control
systems. For a free copy of the
brochure contact Cardkey Sys-
tems, 20339 Nordhoff St., Chats-
worth, Ca. 91311.

• Practical Risk Management,
written by u.c principals of War-

ren McVeigh, Griffin & Hunting-
ton, is a loose-leaf monthly guide
for the active risk manager. Each
issue treats one topic in depth.
Practical and innovative ideas

are offered and its purpose is to
serve as a basic permanent refer-
ence. Annual subscription is $75
or $20 quarterly. Contact Practi-
cal Risk Management, P.O. Box

3998, I, San Francisco, Ca. 94119.
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New health policy will
stress preventive care

are limited toDES MOINES-A group health
plan which has no deductible on
doctor's visits and out-patient
treatment, but doesn't pay room
and board charges for the first
day of hospitalization, was devel-
oped by Bankers Life Co.

"Hospital care is expensive and
we're encouraging prevention and

low cost treatment," said Robert
E. Larson, vp at Bankers Life.

PAT (prevention and treat-

ment) 500 was first introduced
last summer and was designed

with the Health Maintenance Or-
ganization (HMO) concept in
mind, Mr. Larson explained, "ex-
cept that each person can seek
nnedical care frorn his own doc-
tor." The minimum number of
lives underwritten is 15.

Except for the first day's hos-
pital room and board charges,.
PAT pays 90% of health care
costs with 10 % coinsurance. An-

nual family maximum out-of-
pocket health expenses are lim-
ited to $500. Services such as
drugs, registered nurses, physio-
therapists, appliances, crutches,
etc. are covered after making out-
of-pocket payments of $100 a year
per family.

BANKERS LIFE intentionally
planned the benefits to empha-
size regular care and to discour-
age hospitalization, except where
needed. Some insurance plans are
structured to favor hospitalization
rather than out-patient proce-
dures, Mr. Larson said, by reim-
bursing a larger percentage for
hospitalization.

For an employe with depend-
ents in a "typical" Midwest loca-
tion, cost would be about $60 a
month, adding that the cost varies
according to the age of partici-
pants, regions of the country and
percentage of female participa-
tion.

Out of hospital services for men-
tal and nervous disorders are paid
on a 50/50 basis until the out-of-

pocket maximum is reached and

Wilde is new

Wisconsin

commissioner
MADISON, WI.-Harold R.

Wilde Jr., newly-appointed state
insurance commissioner said he

doesn't expect his p61icies to vary
much from those of his predeces-
sor, Stanley C. DuRose, whose
term expired last month.

"My appointment does not indi-
cate a policy change," the 29-year-
old Mr. Wildetold Business In-
surance, "nor does it indicate a
strong negative judgment on what
Commissioner DuRose has done. I
expect to work closely with him,"
he added, referring to Mr. Du-
Rose's permanent civil service sta-
tus as deputy commissioner.

Mr. Wilde, who holds a doc-
torate in government from Har-
vard, has worked for Governor
Lucey since 1972 on policy devel-
opment and analysis, speech writ-
ing and federal-state relations. He
expects state senate confirmation '
in early April.

Though he acknowledges no spe-
cific insurance experience, Mr.
Wilde believes he has a broad
background in management, regu-
latory agencies, statistics, law, state
government and policy. He served
as a management consultant for
the · Police Foundation, a Ford
Foundation-funded organization
based in Washington, D.C., while
completing his doctorate. •

physicians' visits
50 a year, he said.

MEDICAL BENEFITS are "un-
limited" under the standard PAT

500 plan. But plan costs can be
reduced by:

• reducing coinsurance to 80/20
on all services;

• increasing the maximum out-

of-pocket family limit to $1,000;
• reducing maternity benefits

to "none," or $400 full coverage
followed by a $100 deductible and
90/ 10 coinsurance for complica-

tions, or complications covered
only;

• adding a $25 deductible for
physicians' services.

Dental coverage can be included
for additional cost. .
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... Plan Design & Administration
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... Claim Paying Facilities
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Herbert L. Jamison & Co.

90 Park Avenue

New York, New York 10016

Area Code 212 - 490-7600

GENERAL REINSURANCE CORPORATION

HOME OFFICE: 600 STEAMBOAT ROAD, GREENWICH, CONN. 06830

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

Board of Directors

DAVID L. BABSON
President

David L. Babson & Comoany, /nc.

JEAN-PIERRE BRUDERER
Executive Vice President

Electrowatt Ltd., Zurich

CHARLES W. BUEK

Chairman of the Board

United States Trust Company of
z ; t.v York

..'AMESA. CATHCART, JR.

CARL DE GEER

President

Aktiebolaget #nvestor, Stockholm

KERMITGORDON

President

The Brookings Institution

ALBERT J. HETTINGER, JR.
Lazard Frares & Company.

LUTHER G. HOLBROOK

Vice President

Richard K. Melion and Sons

HAROLD J. HUDSON, JR.
Chairman of the Board

GILBERT W. HUMPHREY

Chairman of the Board

The Hanna Mining Company

ANDREW W. MATHIESON
Vice President

Richard K. Metion and Sons

HARVEY MOLE

Consultant

United States Stee/ 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

Statutory Consolidated Financial Statement / DECEMBER 31, 1974

ASSETS

Marketable securities:

Bonds

Preferred stocks

Common stocks

Investments-unconsolidated overseastsubsidiaries

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
Temporary construction loan
Reserve for commissions, taxes and other liabilities
Funds held under reinsurance treaties

Mortgage payable

Total Liabilities

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

Paid-in capital
Unassigned surplus

Policyholders' surplus

$612,020,885.
34,884,311. f

148,780,217.

10,395,450.

23,673,596.

14,130,543.

93,677,542.
11,797,211.
18,375,399.

$967,735,154.

$528,944,183.

211,969,998.
3,584,729.

42,039,970.

13,371,272.

20,000,000.

$819,910,152.

10',890,000.

5,179,304.

131,755,698.

$147,825,002.

Total $967,735,154.

Bonds are stated at amortized value in accordance with the requirements of regulatory
authorities and would be approximately $510,781,774. at December 31,1974 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 !nc., Greenwich, Conn.; and GRC Realty Corporation, Greenwich, Conn.
Overseas:

General Reinsurance Corporation (Europe), Zurich; Swedish Atlas Reinsurance Company Ltd., Stockholm; Reinsurance
Company of Australasia Ltd., Sydney.



20/business insurance, April 7, 1975

Benefit tax slants

Stock appreciation rights replace
options as executive incentives

By JOSEPH S. ROBINSON

STOCK APPRECIATION rights
is the latest executive incentive

invented to substitute for the once

popular qualified stock option deal.
Specifically, it gives the executive
the chance to benefit from a ris-

ing stock market without risk of
investing his own money. Typi-
cally, the rights are issued in con-
junction» with a ten-year non-
qualified option in which the exec-
utive is given the choice during
the period either to pick up the
option or exercise the rights.

For example, suppose an exec-
utive holds an option at 20 on

stock which has gone up to 35

giving him a $15 appreciation that
he can take either in cash or stock.

If he takes the cash, the executive
obviously never outlays a dime. If
he takes the stock, he can sell it
at any time without obligating
himself for a long-term commit-
ment. In any event, he must pay
tax at ordinary rates.

What then are the advantages

of appreciation rights? The exec-
utive is able to wait as long as
10 years to exercise his right-
unlike the holder of a five-year
qualified option. What's more,
even though he may exercise his
appreciation rights and take shares

that may not make a profit,
he paid nothing for the privi-

legeunlike the executive who
exercised the option.

In so far as the company is con-
cerned, it is not required to make
a cash outlay to get the deal
started. Furthermore, it still re-
ceives the same tax deduction for

the value of the shares it distrib-

utes. So, in that cash flow sense,
the company is ahead of the game
since it simply uses unissued cor-
porate stock or issues new stock,
rather than cash.

GROUP TERM LIFE insurance

issued to an executive is some-

times assigned over to his spouse
to isolate the proceeds from his
taxable estate. However, it's one
thing for an executive to trans-
fer his group life policy to his ben-
eficiary; it's quite another matter
to succeed in obtaining estate tax
exclusion.

In a recent tax clash, IRS took
the position that when there is an

assignment within three years of
the insured's death, it is consid-
ered as having been made in con-

templation of death as "matter of
law." The tax court, however, is

not quite that absolute about the
government's arbitrary treatment
of the matter. The court holds

out the. possibility that a living
motive could be extablished. Nev-

ertheless, its decision in a recent
case, leaves little hope of success
in demonstrating a life-associated
purpose. Thus, it can be antici-
pated that IRS will crack down
on any transfer of a group life
policy made within three years of
the insured's death and will try to

When it comes to ERISA

(the Pension Reform Act of 1974)
there is one thing James
wants you to know:

We think the brand new,
comprehensive E&0 Policy
we have designed is the
best you can buy.

Here's proof!

• Full prior acts coverage.

• Comprehensive in approach, insuring automatically all plans and
fiduciaries of the named insured.

o Insured persons are covered both as a fiduciary and as a party in interest.

• No exclusion for discriminatory acts.

• Defense cost coverage for non-pecuniary relief actions.

• Unusually broad definition of persons covered.

• Program designed to be flexible, so that it can be tailored to your needs.

Of course, other contracts may have some of the protections high-
lighted, but none combines them with the other exclusive covers in this
policy, which we've been developing since last September. And you'll like
the competitive pricing. Call your nearest James office or write
Thomas J. Ryan, President, Fred. S. James & Co., Inc., Dept.B
230 W. Monroe Street, Chicago, 111. 60606.

James
Risk Management
Fred. S. James & Co., Inc.
Insurance Brokers and Consultants since 1858
More Than 80 Offices To Serve You Throughout The World

include the proceeds in the in-
sured's estate. Of course, if more
than three years elapses since the
assignment, then there's a differ-
ent ball game. (Compton, T. C.
Memo 1974-316.)

NEW PENSION law can aid

employes who are caught up in
the recession. So says, Ted Rhodes,
an attorney with the Treasury's
Tax Legislative Council. Mr.

Rhodes explains his point this
way: When employes are laid off
and forced to seek new jobs, the
pension portability feature could
be valuable. That's because when

a vested employe leaves a corn-
pany and takes a lump-sum pay-

out from a qualified pension plan,
and within 60 days transfers it to
another company's plan, he pays
no tax on the payout. In other
words, it's a rollover. The em-
ploye gets the same break when
he leaves a company and becomes
self-employed. In the latter case,
he can use an individual retire-
ment account.

There is a catch, however. If
the employe switches jobs, the law
permits the new employer to de-
cide whether or not it wants to
add the employe's personal pen-
sion money to its own pension
fund. This is a new element that

employes will have to negotiate
with the new employer.

*

A WISCONSIN district court, to
the consternation of practitioners,
held that for purposes of deter-
mining reasonableness under the
tax rules, contributions to a cor-
poration's pension plan were ex-
cluded from the employer's de-
duction. The Circuit Court of Ap-
peals reversed this decision and
presumably straightened things
out. However, the case was re-
turned to the district court to de-

termine whether the totai compen-
sation package was in fact reason-
able.

According to the Court of Ap-
peals deferred compensation (such
as pension plan contributions) is a
form of compensation. The reason
for allowing an employer to de-
duet such contributions from tax-
able income is that such payments
are additional earnings for services
rendered. The fact that the re-
ceipt of the money by the em-
ploye is postponed does not change
the nature of the payments-they
remain compensation. The sum of
all compensation, deferred and di-
rect, however, must meet the rea
sonable test of I.R.C. Sec. 162
(Edwins, Inc. Ct. of App. 7th Cir.
1974).

THE TAX SHELTER provided
by a Treasury-approved pension
plan has been well publicized.
Much less known is the fact that
a qualified pension plan may pro-
vide insulation by participants
against creditor's lawsuits, judg-
ments and attachments. Since so
many plans will have to be re-
vised anyhow, this might be an
opportune time to insert the so-
called "spendthrift clause" allowed
by law which shields retirement
benefits from employes' credi-
tors. m

Maritime group elects
The Society of Maritime Person-

al Injury Consultants, a New York
City-based management group of
personal injury maritime-oriented
insurance claim and loss preven-
tion specialists, elected officers f6r
1975. Joseph DeMartini, outgoing
president with more than 40 years
in the maritime field and present-
ly assistant to treasurer of Pru-
dential Lines Inc., will be replaced
by James Spahn of Ogden Marine
Inc. Robert Hoffman of Lamorte,
Burns & Co. Inc., is vp; J. R.
Brigham of Trinidad Corp. is
treasurer; and George Friedheim
of Prudential Lines Inc. is secre-

tary.



Small businesses constitute big
market for package policy sales

CHICAGO-Can a life insur-

ance salesman find happiness as
an agent of a company that sells
property, casualty and liability
insurance to small businesses?

He can if his company simpli-
fies the task by offering the pol-
icy on a package basis, with one
easy-to-figure premium for in-
suring the customer's building
and contents, as well as liability
protection.

One major insurance company,
Allstate, last year started offer-
ing an extensive, well-advertised
package program, along with sev-
eral other companies that write
these policies on a limited basis.

The Insurance Services Office

(ISO) is currently at work de-
developing rates for package pol-
icies for small businesses, and
results are expected in a few
months, an ISO spokesman said.

And the package policy trend
promises to continue and grow.

THE ADVENT OF direct un-

derwriters into the small business
insurance markets is a "serious

threat to things as they are," ac-
cording to Arthur Parry, vp of
Zurich-American Insurance Cos.

Allstate's simplified Business-
owner's Deluxe Policy is designed
so that the agent can quote a
premium in fifteen minutes, the
company claims. This is made
possible by requiring only two
pieces of information from the
customer: the replacement cost
value of the buildings and the
actual cash value of the contents.

What this means is that the

business owner can buy insurance
quickly and simply. For the

agent, the ease of making a sale
outweighs the rather small pre-
mium generated by small bus-
iness risks.

Allstate's annual average pre-
mium for these small risks is be-

tween $300 and $500, and certain-
ly less than $1,000, an insurance
industry source estimated. Fig-
uring a typical commission of

15%, agents must be able to sell
these policies quickly in order to
make a profit.

THE MARKET for such pol-
icies is, in the words of an All-
state spokesman, "substantial."
Zurich-American's Mr. Parry put
it more concretely:

"This country has about 300,-

000 manufacturing concerns, 1.8
million retail stores, 1.2 million
service establishments, and 300,-
000 plus wholesalers.

"Over 70% of manufacturing
concerns and wholesalers have

fewer than 20 employes.
"Well over 90% have fewer

than 100 employes. On the other
hand, in retail sales and service
establishments, 90 % have fewer
than 20 employes." (Mr. Parry's
remarks are from a speech deliv-
ered at the Frenso "I" Day, No-
vember 19, 1974.)

Allstate's new business went up
40% in Florida after it started

offering the package program
there in January, 1974, according

to John Avignone, formerly with
Allstate and now senior vp-services
with the CNA insurance group
The company itself admits that the
policies are "selling like hotcakes"
and that the number of policyhold-
ers so far is "beyond our expec-
tations."

After the marketing test in
Florida, Allstate started offering

the simplified insurance policies
in California last June and in a

majority of the states in late 1974.
Another innovator of package

policies is the Insurance Com-
pany of the West (ICW), San

Diego. Established in May, 1972,

as an excess and surplus lines un-
derwriter, the company has been
reducing its previous business and
started writing small business
package policies in August, 1974,
although only in California so far.

ICW STARTED writing the
package policies because of the
need "to establish ourselves," ac-
cording to George E. Miley, CPCU
and vp-underwriting. After a slow
start, premium volume is now on

a steady increase, he said. The
company currently has a $4.5 mil-
lion total premium volume, down
from about $7 million at yearend
1973 when it was strictly an ex-
cess and surplus lines underwrit-
er, Mr. Miley said.

Zurich-American Insurance

Cos. have offered package poli-
cies to certain types of businesses
for several years, according to
Terry Shea, director of research
and development. These packages
are currently limited to apart-
ment buildings, barber and beau-
tician shops, service stations and
office buildings, he said, although
State Farm is planning expansion
into other commercial lines.

ICW's Mr. Miley said that the
small business package policies,
which he says have average pre-

miums between $500 and $600, are
"easier to write than a home-

owner's policy. I suggest to the
agents that they carry a portable
typewriter and fill out the policy
right there."

Mr. Miley said that 90% of the

Bertrand

SUPEmNTEN
eCSG

package policies can be written
in "15 seconds."

To quote a premium, an ICW
agent needs to know the con-
struction type of the building,
its fire protection class, and the
amount of the deductibles for all

perils and contents theft. The
agent then looks on a chart based
on that geographical area and
reads the premium.

ICW has developed package
rates for small merchants, called
the Merc-Pak; offices, called the
Office-Pak; and apartments,
called the Apartment-Pak.

It took two to three months to

formulate the first package, the
Merc-Pak, Mr. Miley said. The
others took about one month each.

"What it really takes is the
guts to say, 'We're going to do
it,' " Mr. Miley said.

ALLSTATE FIGURES their

package premium by considering
the type of business, the geo-

graphical location, amount of fire
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protection and the type of build-
ing construction. The rate that is
determined is based on a prop-
erty value of $1,000, so the actual

premium is figured by multiply-
ing that rate by the number of

$1,000 increments in the property
value.

Nationwide Mutual Insurance

Co., Columbus, Oh., is making an
internal study of what it would
take to change their data-process-

ing systems to accept package
policy writing, according to Tom
Crumrine, an associate in the of-

fice of markets development. The
report is due in early December,
he said.

Nationwide began offering a
package program to small retail-
ers and wholesalers on Jan. 1,
1975, but their program differs
from Allstate's and ICW's in that

rating is done at the home office
after the agent in the field ob-

tains the necessary facts and fig-
ures, a process that takes four to
five days, Mr. Crumrine said. •

MAINTENANCESUPERINTENDENT
William Malles

TOOL & DIE
DEPARTMENT
BC&G

William Phebus
DIRECTOR OF

LOSS CONTROL
AND SAFETY

BC&G

Meet the

best plant
emergency organization

in the country.
They're your people who have worked with our people.
When an emergency occurs, they know what to do!
Call it person-to-person. Call it one-to-one. Whatever you call it, the results
are fewer fires because our engineers sit on your side of the table
working to stop fires. Before they happen.

Of course, if you do have a fire, you should have the very best
coverage available.

That's why you should have your coverage tailored-by Protection Mutual.
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101 _-4 300 South Northwest Highway, Park Ridge, Illinois 60068 · (312) 825-4474
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When your group faces a special risk,
we put our commanders in the field.

When you want group long term disability, travel accident or
24-hour accident coverage, Kemper sends group specialists into
the field.

These men have the training and experience it takes to size up
the situation. And when needed, our field-oriented home office
underwriters come too. Their combined mission is to work with

your independent agent or special risk broker to develop an
insurance program that meets your needs as you see them.

Whether it's group special risk, or regular group life
and health insurance, when your troops need .- 1
protection call on ours.
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business insurance risk retention is expected because of the
remaining advantages (improving cash
flow, reducing insurance expense, bypass-

Lf 2 943 SBP) 94389-WH\-f) gs
ing blocked currencies, reducing uninsured

D loss expense, developing a potential profit
center and other advantages). An increase
in risk retention abroad (including higher
deductibles) lS expected by 19 respon-
dents Coverages abroad will be broadened,
five risk managers predict, by the purchase
of a difference-in-conditions contract.

Domestic, foreign risk programs Changes in risk control activities. Rela-
tively few survey participants predict a
substantial improvement in prevention
and control of losses (nine respondents)

often are substantially the same or the implementation of a world-wide
"highly protected risk" program (three
respondents) Although there appears to
be a trend toward consohdation or coordi-

nation of risk management in the parent
corporation, it is unfortunate that rela-
tively few risk managers predict an in-

"The primary objective of crease in risk control activities abroad.

Only 16 respondents stated that the ex-risk management-the min- isting foreign risk management program
imization of the costs of will most hkely remain unchanged Some

suggested that the cause of this static situ-
risk-is global in nature and ation is the parent corporation's committ-

ment to local autonomy of subsidiariesowes its existence to no one It is highly significant that the changes

country or region. But the predicted by risk managers fall into the
same categories as the differences be-

risk management practices tween domestic and foreign risk manage-
ment programs: control of foreign opera-

of some companies may be tions, risk financing methods, risk control
activities and no differences or changes

'ethnocentric' or home- predicted For example, it appears that,

country biased." at present, domestic risk management
programs are more closely controlled or
coordinated than they are abroad.

Likewise, although risk control stan-
dards are, in the view of the risk mana-

Editor's note This is the fmal article of operations is more closely controlled by Although a discussion of the differences gers generally lower abroad, at least
three based on Mr. Bagline's forthcoming the parent corporation than the programs in domestic and foreign risk management some corporations predict that: foreign loss
book entitled "Rtsk Management m Amer- applying to foreign operations Included practices is helpful in determining the control standards will be improved With
ican Multinational and Internatonal Cor- in this group were those who mentioned present sltuatlon, 1t 15 of equal importance respect to risk financing, it appears that
porations," to be published by the Risk that their responsibility and authority .s to solicit directly the views of the risk the trend in the United States toward
Studies Foundation. not as broad in foreign operations as in managers with regard to expected changes higher retention levels will be exported to

the United States The majority of sur- Accordingly, the survey respondents were the foreign affiliates of U, S international
By DR. NORMAN A. BAGLINI, CPCU veyed risk managers indicated that their asked "What major changes seem likely corporations. In a word, the differences

responsibility for foreign risk manage- in your foreign risk management program between U S and foreign risk manage-Director of Underwriting Education
ment is "shared" with another corporate during the next five years?" Because of ment programs appear to be diminishingInsurance Institute of America
department or manager or that they have the individuality of the nature of the ques- Recent articles appearing in the inter-

P ERHAPS THE MOST revealing as- "advisory" responsibility only This situ- tion, the responses were varied, but the national issue of Business Insurance point
pect of a study of international risk ation is supported by an additional 13 re- most often mentioned responses were to the worldwide interest in risk manage-

management practices is an analysis of the spondents who stated that foreign risk grouped as follows ment principles The primary objective of
difference between domestic and foreign management programs are handled en- risk management-the minimization of
risk management programs within the tirely by local subsidiary personnel Fi- Changes in control. The most often the costs of risk-is global in nature and
same corporation To determine this, the nally, nine respondents suggested that the mentioned change which seems hkely is owes its existence to no one country or
following question was posed to the 159 major difference between U S and for- an increase in consolidation or coordination region But the risk management prac-
international risk managers. "What is the eign risk management programs is that of the foreign risk management program tices of some individuals or companies
major difference between your domestic the domestic programs are much more through the corporate risk manager This may be .ethnocentric" or home-country
(U S ) and foreign risk management pro- consolidated and that unification is diffp- was mentioned by 26 respondents, and an biased That is, there is a tendency to
grams9" This allowed each participant to cult in foreign operations due to the di- additional 24 respondents predicted more thmk of loss exposures and their treat-
state, in his own words, his perception of versity of regulations and other factors control, in general, by the U S. parent ment in terms of the domestic country
the dissimilarities between American (do- encouraging separate local programs corporation over all foreign operations only and to project this thinking into for-
mestic) standards of risk management and This would indicate that almost one-third eign operations
those applying to foreign operations Al- Differences in risk financing. The dif- of all surveyed corporations will, in the The effective international risk manager
though the comments were highly indi_ ferences in risk financing activities men- view of the risk manager, centralize, con- must be conscious of the tendency toward
vidualized, the responses can be grouped tioned most often were in retention levels solidate and increase control over the risk ethnocentrism and must learn to work m
into four broad categories (including deductibles to insurance poll- management programs of foreign affili- different environments There must be a

cies) and comprehensiveness of insurance ates Four participants predict that inter- recognition of the diverse concepts and
No differences exist. The largest single coverage Sixteen respondents stated that nal communications with subsidiaries will practices of risk and insurance manage-

group of respondents (24) indicated that deductible levels are much higher m the be improved in the next five years ment, and the International risk manager
the risk management programs of foreign United States because of the availability must become sensitive to the needs and

affiliates are basically the sarne as those of flexible retention prograrns and incen- Changes in risk financing. The use of a resources of each foreign operating unit
in the United States This lends support tives in the form of premium savings from captive insurer is the most often predicted This is a geocentric or "global, non-na-
to the view that the principles of risk man- insurers. A much smaller number (four) change in risk financing methods. Seven- tional" perspective Organizational struc-
agement are not limited to one-country sugges;ted that insurance on foreign affil- teen respondents stated that the formation tures and attitudes do not change over-
operations and that the risk management iates is less comprehensive in coverage of an offshore captive insurer seems likely night, and proper recognition of the status
process is effective in all types of business and/or limits of liability than that apply- in the next five years, while 14 respon- of risk management in each country must
activities throughout the world. An addi_ ing to U S operations dents suggested that their existing cap- be assessed. And, the innovative risk man-
tional five respondents suggested that there tives will be utilized to a greater extent ager can contribute toward the superior
is no difference in concept but that the Differences in risk control (loss preven- Thus, it appears that despite the uncer- performance of his corporation's foreign af-
degree of implementation is not the same tion) standards. A relatively small num- tainties surrounding the taxation of cap- filiates through the development and trans-
abroad as in the Umted States. This rec- ber (nine) of risk managers stated that tives, an increased use of this form of fer of risk management skills
ognizes the fact that the attitudes of local standards of property protection and em-
(foreign) managers toward risk manage- ploye safety are lower in foreign opera-
ment, the corporation's ownership interest tions than in the Umted States. There were
in the affiliates, the availability of loss no responses which would indicate that
control services, local government regula- lusk control activities in plants abroad are Dr. Baghni has been with the IIA and

tions and other factors may not allow for superior to those in domestic operations. the American Institute for Property &
Ltabihty Underwriters stnce mid-1973. Hethe utilization of the domestic risk man- By and large, the risk managers agreed

agement program in foreign operations that the basic concepts and principles of previously spent several vears at Temple
University's department of msurance andThis is not to say that enforcement of min- risk management are appllcable to their * --Y'r-3-'imum standards worldwide lS impossible operations on a world-wide basis The n.sk domg research and as a teaching as- ]

It simply draws out the need for a flexible differences in control over the risk man- sistant whzle working on a PhD in inter-program that can be modified to reflect agement programs applying domestically Ftionaahecinhoaangid dm o aegerencte I i*
each unique risk environment. Finally, and abroad are affected by various inter-

two respondents commented that the risk nal factors, including the corporate phil- in the commercial Ensurance business, hav- ' \ 1
management concept emphasizing risk osophy toward autonomy of the subsidi- ing been a commercial accounts under-

writer at Marsh & McLennan for threecontrol activities is not widely accepted ames and toward risk management activl-
outside the United States, and this response ties in general The maJor dissimllantle: years, and zn several positions with Aetna

Life & Casualty Insurance Co over a pe-constitutes the major difference -within in risk control and risk financing activitle:
nod of about four years Mr. Baglint hastheir corporations. are not surprising and reflect to some de -

gree the business and political environ- a master's degree in economzcs, an MBA
in management and jinance, and an under-Differences exist in control. Thirteen ment which limits the alternatives avail- C «1

respondents indicated that the risk man- able to the risk manager in an interna- graduate degree in tnsurance economics.

agement program applying to domestic tional corporation.
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TWA, Boeing sued
for $171 million by 15

WASHINGTON-Fifteen law Damages sought in those suits
suits seeking $171 million in dam- was not immediately known.
ages were filed against Trans The suits filed in Virginia seek
World Airlines and the Boeing Co. $148 million from TWA and $23
last month stemming from the Dec. million from Boeing. Associated
1 crash of a TWA Boeing 727 air- Aviation Underwriters (AAU) is
liner near Washington. the primary insurer for TWA,

The crash killed all 92 passen- wiht London also having a piece of
gers and crew members aboard, the hull and liability coverage
making it the worst U.S. air (Business Insurance, Dec. 9, 1974).
disaster in 1974.

The 15 suits were filed in fed- TWELVE OF THE Virginia suits
eral court for the eastern district charged that TWA was grossly
of Virginia. negligent because the captain of

Four other suits were reported the TWA plane was "totally un-
filed in other federal courts across familiar with the Blue Ridge
the country: two in the northern mountains and never made a pre-
district of California, and one each vious approach or landing at
in the northern district of Illinois (Washington's) Dulles Interna-
and the southern district in New tional Airport."
York. The TWA plane crashed into a

mountain top while making a bad
weather approach to Dulles in day-
light. The plane had originally
been scheduled to land at Wash-

ington's National Airport, but had
been diverted because of the

weather.

The Virginia suits also charged
that the TWA flight crew was

"incompetent because they did not
have the skill required to ascertain
the positions of its aircraft with
respect to the geography plainly
designated in its field maps."

Boeing was included as a de-
fendant in some, but not all, of the
Virginia suits because "certain
flight instruments failed to func-
tion properly and gave erroneous
readings in flight," plaintiffs
charged.

A hearing is expected to be set
this month by the Multi-District

Litigation Panel to determine what
federal court will handle the pre-

trial work. A court is expected to
be selected within four to eight
weeks after the panel hearing. •

How wouldyou
like tohave an expert working for you

who's not onyour payroll?

The expert can be the Metro-
politan Claims Consultant working
in your behalf as part of the team
responsible for helping to control
your claims costs.

Here are some of the Claims

Consultant's functions:

Making sure your staff people
understand the claims administration

of your program.
Helping make the claims proce-

dures clear to your employees so they
will appreciate the coverage you're
providing.

Making certain there's always
a live line of communication with the

local medical people.
Helping do public relations with

local medical societies and hospital
committees.

Summed up, this experienced
man or woman brings to bear matur-
ity, know-how and compassion in
maintaining the benefit pattern
established by you and implemented
by Metropolitan.

There is also another expert
working for you, who knows and

Criticize Illinois switch

to federal OSHA plan
CHICAGO-"In the long run,

safety will suffer as a result of
the (Illinois) governor's decision,"
said Charles S. Wolf, associate as-
sistant regional director of train-

ing for Occupational Safety and
Health Administration (OSHA).

Referring to Gov. Walker's de-
cision to switch from a state ad-

ministered safety program to the
federal OSHA program, Mr.

Wolf said he regretted that the
two offices had not had more time

to work together.

Speaking at an association con-
ference sponsored by the National
Safety Council here, Mr. Wolf ex-
plained that instead of the 175 to
200 personnel projected for the
state program, only 70 to 90 ad-
ditional people would be recruited

understands the problems of your
company and your industry a
person you'll get to know well,
your Metropolitan Life account
executive.

And any special help you need
is there for the asking.

This is just one more plus you
receive when you place your Group
Insurance Plan with Metropolitan.

C) Metropolitan Life
Where the future is now

for the federal program.

"The projected state plan in-
cluded five or six industrial hy-

gienists and they'd have been
spread out around the state," Mr.
Wolf said. He said he believes

that OSHA representatives should
be located in as many different
communities as possible in order
to be more effective.

IN THE FUTURE, "health-

type standards will be emphasized
rather than property- or me-
chanical-type" standards, he said.
"Our concern is safety of the
workplace and human resource
conservation-not property," he
said. The original OSHA stand-
ards emphasized enforcement of
many property protection fea-
tures, he added.

An example of a health stand-
ard that would receive high (in- -
spection) priority are the poten-
tially-dangerous new industrial
chemicals.

Mr. Wolf explained that "de-
sign criteria" (built-in features)
are not enforceable although they
do appear on OSHA inspection
lists.

Some 80 % of the violations
written involve only 5 % of the
standards, Mr. Wolf said. About
800 federal inspectors have made
2,000 inspections and penalized in
40 % of the situations, he added.
Electrical wiring and guarding
machinery violations are most
common.

The original standards were
"drafted in haste," Mr. Wolf said.
Hence, many areas were not dealt
with at all.

ALSO. MR. WOLF explained
that goals were translated into
minimums and then made stand-
ards.

"You can't equate OSHA com-
pliance automatically with a safe
place," he said. "OSHA can't real-
ly address the problern of a par-
ticular work situation."

"It's simply impossible to im-
pose safety from the outside.
Some lawyers are using OSHA
standards in third party liability
suits, but it's wrong to assume
that they are safe," Mr. Wolf said.

However, he did say that since
1972 the death rate has declined
slightly and that target indus-
tries have improved. •

Self-insured

London tube

facing claims
LONDON-Accident investiga-

tors are checking the cause of
Britain's worst subway disaster in
which more than 35 passengers
were killed and nearly 80 others
were taken to local hospitals with
injuries.

The accident took place in Lon-
don's 130-year-old underground
system, where experts until now
thought it had enough "fail safe"
devices to prevent such occur-
rences.

Claims may reach $5 million or
more for the London Passenger

Transport board, which is largely
self-insured, as it holds the status
of a public transit authority.

However, a spokesman speculat-
ed that there might be excess in-
surance coverage with commercial
carriers for major disasters. He
explained that the transit system
has "catastrophe cover", but

whether this extended to operat-
ing disasters was uncertain. •



MIFIrlin washington watch
Fiduciary liability premiums high:
Self-insurance still controversial

WASHINGTON-The liability
insurance industry should be told
that fiduciary insurance for pen-
sion fund officials "isn't another

gravy train," a top AFL-CIO of-
ficial told the Labor Department
last month.

AFL-CIO Social Security Di-
rector Bert Seidman made the

comment at the first meeting of
the department's new 15-member
advisory council on the pension
reform law, which quickly moved
into the now "hot" area of fi-

duciary insurance.
Mr. Seidman recalled that la-

bor union officials "had to pay
through the nose" for bonds re-
quired under previous labor laws,
and called on the department to
inform the insurers that gouging
would not be permitted.

Labor Department attorneys
told the council members that

one way out of high insurance
prices-indemnification (or self-
insurance)-appeared permissi-
ble under the new law.

THERE WERE, however, "an-
cilliary legal problems," warned
Steven Sacher, the department
chief pension reform attorney.

Mr. Seidman, a member of the
council, countered that indemni-
fication still did not do away with
the need for insurance. "Whoever
is the indemnitor will need insur-

ance," he said. "If the unions are
willing to indemnify their mem-
bers who are trustees, the unions
will still need insurance."

There have already been some
resignations among management
trustees on multiemployers plans,
said Wesley G. Jeltema, manager
of the Michigan Chapter of Asso-
ciated General Contractors of

America. "You can have 5,000
employers contributing to plans
and it's awfully hard to find four
or five of them to sit on a board."

"They don't seem to understand
why they have to buy insurance
for themselves when the rest

seern to get a free ride,' he added.

'-1 A

/ 4 claims

new record

for syndicate
NEW YORK-Two marine ac-

cidents that took place in 1974
will probably cost the American
Hull Insurance Syndicate $7.5
million, or nearly 9 % of its pre-
mium writings for the year, ac-
cording to syndicate chairman and
manager Allen E. Schumacher.

In a · report to the syndicate's
53 subscribers, Mr. Schumacher
identified the casualties as the

stranding of the new bulk carrier
Elwood Mead off Guernsey in the
Channel Islands and the collision
of the tanker Pacific Ares and
the LPG-carrier Yuyo Maru #10
in Tokyo Bay.

For 1973, the syndicate listed
10 total and 76 major partial
losses which consumed 48 % of
premiums written. In 1974, how-
ever, the syndicate had another
10 total losses, but saw its num-
ber of major partial losses ($100,-
000 or over) jumped to 103. These
113 accidents alone aggregated a
new record amount in claims
equivalent to 59% of premiums
written. Tankers as a class led
the group, Mr. Schumacher said.•

The department said indemnifi-
cation of fiduciaries by the plan
is Still barred, but other indem-
nification agreements appear per-
missible.

THEY PRESENTED the fol-

lowing issues to the council for
their consideration on the indem-

nification question:
• If indemnification is per-

mitted, what about those cases
where state laws prohibit indem-
nification, keeping in mind that

pension law has provisions that
preernpt state law?

• Does the prohibition against
a fiduciary receiving any consid-
eration for his own personal ac-
count from a party dealing with
the plan in connection with a
transaction involving plan assets
independently prohibit such in-
demnification in situations such

as (a) an employer or employe
organization indemnifying an em-
ploye trustee or employe fiduci-
ary? (b) an employe fiduciary

indemnifying an employe who
performs the fiduciary functions
and who may be considered a fi-
duciary in his own right? (c) a
party-in-interest who is not an
employer or employe organiza-
tion indemnifying a trustee with
respect to a specific transaction?

• Section 408(c) (2) of the law
exempts from the prohibited
transaction rules the receipt of
reasonable compensation for ser-
vices rendered. Does that include

indemnification as part of the
compensation in situations such
as that described in (a) above?

. And does that 408(c) (2) ex-
emption include compensation

paid by the employer or the em-
ploye organization?

The department also asked if
the requirement that a fiduciary
discharge his .duties solely in the
interests of participants and ben-
eficiaries did not limit the scope
of indemnification which he may
receive in the sample situations.

The department's attorneys said
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these would all have to be even-

tually answered by "legal analy-
sis, but there was certain factual
information that would be useful.

The department said it would
like to know in Taft-Hartley
plans, who generally pays the
expenses of administering the
plans and, more particularly, who
compensates *the trustees-the
employers, the employe organiza-
tion, or the plan.

The department also asked in
negotiated single employer plans,
who generally pays such ex-
penses? In non-union plans, who
generally pays these expenses?

The department is also looking
into types of indemnification
agreements prohibited under

state laws. And how extensive
was the use of exculpatory provi-
sions under state law? The de-
partment aIso wonder if any
state did not allow the use of
exculpatory provisions, was in-
demnification allowed in such
state? .

Are your renewal costs
going to blow the budget?

In these strange and difficult times, chances are that
your insurance budget could blow sky high.

Chances are that now is the time to look at the
unique combination of advantages that only Gallagher
can offer. Advantages that are relevant.
Objective. Informed. Uninhibited. Con-
temporary. Reliable.

Like writing a highly competitive --
first dollar program utilizing our own ji
London-Lloyd's joint venture along

with domestic markets.

Like our own Gallagher-Bassett self insurance
services. Like the minute attention to detail that our
47 years of experience has taught us to give to our

clients-clients who include some of the

<-7 world's leading organizations.
So if you're concerned about re-

4 newal costs, please give us a call.
Chances are that we can help you un-
cross your fingers.

JL

ARTHUR J. GALLAGHER & CO.
1 E. Wacker Drive, Chicago, Illinois 60601 · Phone 312/321-1700

• An International Organization Providing Excess Coverages and All Related Services for Self Insurers
• Brokers for Commercial, Industrial and Institutional Insurance Programs
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Broker sees continued softness for property rates
CHICAG 0-Marsh & Mc- The brokerage firm is also con- commission margins from deteri- trial business," 20 % from smallLennan looks for continued soft- centrating on increasing its bus- orating is to provide more services to medium sized commercial ac-ness in property insurance rates iness with medium and smaller as part of total commercial client counts, with the remaining 10%until late 1975, despite the rate sized commercial clients in order insurance packages. f rom association-franchise-masshardening which has already hit to hold its commission revenues These views on markets and marketed lines, Mr. Kline stated.in most casualty insurance lines up. Another solution Marsh & corporate emphasis were presented The latter class is dominated byand aviation lines. McLennan sees to prevent its by Marlennan executives in a association package business, and

is one of the fastest growing areas
for Marsh & McLennan, execu-
tives said.

KALER CARNEY LIFFLER & (0., INC.

SINCE 1892

(212) 747- 1260
I.T.T. KCARLEF 422897

0

Boston · New York · London

FACULTATIVE AND TREATY

REINSURANCE SPECIALISTS

EXCESS OF LOSS AND SURPLUS

127 John Street, New York, N. Y. 10038
W.U. TELEX # 12-9243

We can help you crack
the tough ones

. . . but give us a crack at the soft ones, too.
Sure-when you get those cause this deepens our capacity
special surplus/excess to help you on the special
accounts that are high risk, risks. Help us to help you.
complex, and hard to place, With over 65 years' ex-
call us. perience, we understand

We're innovative, flexible, your needs and problems.
and our capacity hasn't been And we have the responsive-
stretched yet. ness and professionalism to

But considen We want to help you solve them.
write as much of your every- Call. Our full facility is at
day insurance as we can, be- your service when you do.

meeting here with security ana-
lysts and members of the finan-

cial press.

John M. Regan, president and
chief executive of Marlennan
Corp., said Marsh & McLennan's
2,000 large national corporate cli-
ents generate approximately half
of brokerage revenues. The firm
said this number of major nation-
al accounts is "up considerably"
fronn a year ago.

L. Patton Kline, executive vp
of Marsh & McLennan and soon
to be president of the general
brokerage operations, noted that
the general insurance business of
the company now includes 4,200
employes and 1974 revenues of
$107 million.

PROPERTY INSURANCE

commissions account for approxi-
mately 35 % of that business, cas-
ualty about 35%, with the rest of
general insurance revenues gen-
erated by marine, management
information systenns, aviation,
workers' compensation, bonding
and boiler/machinery lines.

By class of business, about 70 %
of revenues come from "indus-

Sayre 82 Toso, Inc.
SPECI AL R ISK U NDERWRITERS FOR OV ER 05 YEARS

 MENHER MISSION EQUITIESCORPOR.ATION

Headquarters: Los Angeles. Offices: San Francisco, New York, Seattle. Portland, Sar Diego, Denver, Houston, Atlanta, Phoenix, New Orleans,

"THE ASSOCIATION and
payroll deduction insurance busi-
ness is growing exceedingly rap-
idly for us," said Mr. Kline, pre-
dicting a 1975 increase near 20 %
for this class of business.

He believes the firm will have
about a 15% growth in property
insurance commissions this year,
as a result of doing additional busi-
ness with present clients and new
business with new clients. 'Tin
downplaying the effect of higher
rates on this line, because we have
not seen any significant increase in
property rates as yet. Later in the
year, possibly in the third quarter,
we may see a hardening of prop-
erty rates," Mr. Kline said.

Casualty business, however, will
benefit this year from generally
higher rates and higher commis-
sions, he said.

He predicted commission growth
at a slower r*te for marine lines
than the general prediction of
about 13-15 % fon Marsh & Mc-
Lennan overall. He cited "the
problem with overcapacity" in ma-
rine lines as a negative factor for
Marsh & McLennan, but noted
"we handle mostly large estab-
lished fleets including two major
oil companies" as a positive stabil-
izing influence.

Aviation rates are up because of
1974 disasters, so M&M will bene-
fit from those higher rates, Mr.
Kline noted.

Insurance-related services are
"increasingly in demand, and we
are planning to increase our em-
phasis on services in the general
insurance area," said Mr. Kline.

This increase in services cou-
pled with a better mix of busi-
ness with more medium and small
accounts should result in "a more
structured commission rate base,"
according to Mr. Regan.

Because of intense competition
among commercial insurance
brokers and the negotiated nature
of commissions which results from

competition, Mr. Regan told se-
curity analysts he would "make
no promises" about whether M&M
could maintain its profit margins.

THE FIRM WILL be forced to
provide more services to clients
to "keep them happy" paying cur-
rent levels of commissions, he
acknowledged. The big accounts
are demanding "a lot more" in
the total package for the same
commission dollars, he added.

Mr. Kline said only about 10 %
of general insurance revenues come
from fees for services, and this fig-
ure hasn't changed much over the
last several years. Nor does he ex-
pect it to change much in, the fu-
ture. "We have a great deal more
openness with our clients in dis-
cussing what we're earning in com-
missions, and what their dollars
are going for," but with the heavy
emphasis on services, the firm ex-
pects "a parallel growth in com-
mission business."

Marsh & McLennan's acquisi-
tion policy for 1975 does not appear
to be as aggressive as in the past,
although the company officials
noted an interest in the Southeast-
ern U.S., in Ohio, and overseas
where expansion is a "slower and
more difficult process."

They also noted that the Wiliam
M. Mercer Ltd. division, special-
izing in employe benefits consult-
ing and brokerage, could use ex-
ternal growth, m
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could continue under the fidelity said Rian M. Yaffe, senior vp andBonds required by ERISA prompt bonds purchased previously, un- actuary with S.M. Hyman Co.,
til the department comes out with Baltimore, a speaker at the session.

**f,f:41--4 additional rules to clarify the new But, he added, his firm is work-
queries by firms using 'umbre las requirements under the pension ing with clients who are not "py-

law, said David Dalton, regional ramiding" their bonds, and are
coordinator of the labor-manage- merely listing the different plans

CHICAGO-Many corporations visions in the Employe Retirement even $125 million. ment services administration of bonded under the single policy.
are purchasing aggregate fidelity Income Security Act of 1974 (ER- But some corporate insurance the Labor Department And, he continued, "we have not
bonds covering multiple pension ISA) at an American Management managers, with the approval of He noted that the question also had boards of directors bonded un-
and welfare plans which have high Assn. fiduciary liability confer- consultants and benefits advisors, was raised by insurance compa- der ERISA," although they should
limits but do not technically con- ence here disclosed that some pen- are going ahead and buying bonds nies whether the underwriter of be to conform with the law
form to the letter of the federal sion authorities see the aggregate in cases similar to this with limits insurance covering a benefit plan It is clearly not the intention
pension reform law, Business In- bond limits as clearly contrary to of $10 million and Iess, on the as- can be used to provide the fideli- of the law to permit a dilution of
surance learned. the law if they do not amount to sumption that multiple maximum ty bond as part of the benefit the claim which can be filed by

A discussion of bonding pro- the sum of the bond limits re- fidelity claims are not likely to plan package Mr Dalton said he each plan under a lower umbrella
quired for each plan under the arise simultaneously Also, they believes that for the present, such bond limit which does not repre-
law ERISA specifies that every believe it is unrealistic to require acts are not prohibited under sent the sum of 10% or $500,000Revisions... fiduciary and person who handles any cornpany to buy bonds with erisa, because of the rullng that per plan, said Mr Yaffe,
funds and properties of a funded limits this high, and that the Lab- companies can continue to follow A request is already being made

Continued from page r plan must be bonded for 10% of or Department will not strictly en- guidelines under the old act until of the Secretary of Labor that the
company's move to designate the fund assets at the start of a year, force this provision. the new law lS clarified Bond- bonding requirement be limited to
president as having sole respon- or a maximum of $500,000. ing by the same insurer under- people who handle funds, similar
sibility for plan administration, Thus, large corporations with as FURTHERMORE, the Labor writing an insured benefit plan to the bonding requirement under
Mr. Brennan acknowledged that many as 100 or more bargalned DePartment recently ruled that was permitted under the old law the empl,oye benefit plan disclos-
such changes are probably "ac- plans in the extrerne could be obli- companies can follow the rules on Pension plan fidelity bonds ure law The wording of ERISA,
ceptable" procedurally, and might gated to purchase a bond having bonding under the old employe technically must cover the full is broader, and includes bonding
work to "mitigate" the exposure hmits upwards of $25 million or benefit disclosure act, so that they bonding obligations of each plan, for fiduciaries
of other plan fiduciaries. But, he
believes, "there is a possible re-
sidual habihty" that can't be dis-
posed of for directors because a
court might be likely to view the
directors' "ultimate" responsi- 'The most up-to-date "how to do it" working tool for financial--')officers, risk and insurance managers of corporations, andbility for corporate decisions as
proof of fiduciary responsibility

others involved in the field of risk and insurance managementwith power over the benefit plan.
"All these devices to get people

out of their hduciary liabdity will
probably end up not working,
predicted Mr. Yaffe, referring to
mention of one company's move risk mamagementto disband the pension committee
and use a system of so-called "in-
formal advice" by corporate of- reports from budness insurance
ficers to plan managers.

The question of who is a fidu-
ciary is ¢¢really a functional ques-

Risk Management Reports are published bimonthly by Business with both large and small companies and institutions in the U S andtion," Mr. Yaffe added, noting that
Insurance and cover-in depth-subjects pertaining to the following abroadthis probably includes even the
four major risk management categories The editor of Risk Management Reports is H Felix Kloman,insurance broker who advises a

president of his own consulting firm Risk Planning Group. assisted byplan of what insurance to buy for • Exposure Identification/Risk Analysts • Risk Control
his staff, and an editorial advisory board including the following ex-the plan, who to buy it from and . Risk Management Administration • Risk Finance
perts. Stanley R Tarr. Director of Risk Management. Rutgers Univer-how much to pay.

Each report ts preceded by a Current Comment section with notes on s/ty. New Jersey / Jean-Paul de Cottignies. Partner. Risk Factoring,
Ideas and subjecti of current Interest The format ts BE' X 11", Sar/, Paris, France/Edgar S Clark, Vice President, Risk PlanningSOME MEMBERS of the aud-
looseleaf. three hole punched, for ease of filing in an attractive loose- Group. San Francisco / Peter Downes, Insurance Manager. Americanience noted they have attempted
leaf binder which will be mailed to subscribers with their first report T,ad,ng & Product,on Corporat,on. Baltimore / Peter Law, Vice Prest-to name their corporations as fidu-
A cumulative index is prepared annually and the length of each report dent. Insurance. U S Industries. New York/Stefan J Valovic, Direc-ciaries under the law. However, is 30 to 40 pages. permitting thorough analysts of each particular tor of Fire Protection & Insurance. Kaiser Aluminum & Chemical Cor-both Mr. Yaffe and Hamlin M.
subject Emphasis is placed on developing practical working tools poration. Oakland. Ca /Other experts from insurance companies,Gilbert,-vp of Alexander & Alex-
for the risk manager. drawn largely from the continuing contacts of brokers and safety consultants will, from *Ime to time. participate Inander, doubted the wisdom of try-
the writers and their staff-who are risk management consultants- the preparation of specific reportsing to name the sponsoring com-

pany as fiduciary, in order to li-
mit personal liabihty of officers Among the many different subjects to betreated individually by Risk Management Reports are the following:
or directors.

0 Captive Insurance Companies An up-date of captive insurance com- 0 The Risk Management Function in Mangement Given the evolution ofThe "biggest burden" of fidu- panies and a list of captives and their parents Implications of the Pension the risk management function-from clerk to buyer to manager-where
ciary hability iS on the chief exec- Reform Act IRS guidelines on offshore and Colorado captives will also be should today's risk manager belong in the organization of his company? Who
utive officer of the corporation, covered should he report to and who should report to h,mi What administrative
Mr Pollard noted 0 An Economic Analysts of the Insurance Industry A study of cycles. scope should his function encompass?

Despite this apparently large capacities. cash flow etc What ts the capacity and cost crisis prediction for
1975-1976? What should the insurance man look for in the insurance 0 Risk Management Cost Allocation An effective risk management

potential liability, the chief execu- program should be understood and implemented at the operating unit levelcompanies he uses?
tive officer's pensonal liability How do you create cost incentives at that level to make your risk0 Corporate Risk Insurance Management Manual Every company should

management program more effective?could possibly be limited some- have a corporate policy on risk management and insurance that has the
what if administrative duties 0 Managing Risks of Data Processing Facilities How to apply risk manage-approval of the board of directors A risk management manual is also a
were properly parcelled out to des- valuable tool Should it be one or 100 pages? Examples will be included in ment techniques to the ever-important and costly data processing facility
ignated fiduciaries, Mr. Yaffe the repon • Risk Retention Levels How large should your deductible be-$100 or
said. • The Risk Manager and Corporate Social Responsibility What part, if any, $100 million? There are objective and sublective methods for determining

should the risk manager play? Should he. In the best interest of his company,A banker in the audience noted this level

take an active role as an ombudsman of sorts? What are the risk
that the bank's trust department 0 Risk Control and Risk Management Administration A Conflict Betweenmanagement implications of the Equal Employment Opportunity Act? Can it Line & Staff The risk manager often must walk a delicate line between linehas begun keeping detailed re- be insured? What are the requirements?

and staff management How can he without falling in either direction?cords of how and why benefit 0 International Risk Management A guide to the problems and their
plan money management decisions solutions in Asia Africa. the Middle East and South America 0 A Guide to Emergency Planning An analysts of what several corporations

have done to plan for that which no one wants to see happen. but that whichare rnade, in order to be able to 0 Natural Hazards-Earthquakes. Floods and Windstorms How you are
could happen to your firmfixed geographically and if there's an exposure how should you cover lt?support its actions as prudent

How are such hazards and disasters measured? The report will also delve • Directors & Officers Liability Insurance The question still persists-IsIndeed, the "looseness" is being
into the va. ,us government disaster insurance programs available or on the Directors and Officers Liability necessary? Millions are spent on it annually,eliminated from pension and bene- drawing boards but are benefits being returned?fit plan administration, said Mr

Yaffe, cornmenting that many
companies are now keeping de- Why you should subscribe to RISK MANAGEMENT REPORTS

D YES. enroll me as a satisfaction guaranteed sub-tailed formal minutes of any meet- We live in an age of mformation explosion and all In the risk. management field (includingings where benefit matters are scriber to Risk Management Reports at the annual sub-financial officers. risk and insurance managers. safety specialists consultants. agents. brokers
scription rate of $60. which I have enclosed, and startdiscussed, "especially in the area and insurance company representatives) have different specialized inputs. many of which are

of investments. Many companies depended upon to assist in decision making However. there is no single source which can give my bimonthly subscription immediately
are instituting investment meas- current, in-depth and lucid comment on a particular topic of importance to the risk manager El YES. enroll me as a satisfaction guaranteed subscrib-He needs a resource which is oblective and which has researched all of the pertinent materialurement and -performance sys- er and bill me/my company $60 with the first reportwhich applies to a given subject Risk Management Repons then, becomes a research andtems," he added, so they can doc-
ument the fact that they are mon- Intelligence arm for the risk manager For example. when a member of the board asks, "What

should we do about Directors and Officers Liability Insurance?".the risk manager should beitoring the progress of the plan. able to turn to a Risk Management Report giving him both sides of this question, a specific NAME

Members of pension commit- outline of markets underwriting the coverage. recommendations for corporate action, limits
tees were often there for reasons carried by other companies,and a bibliography of pertinent articles

TITLEother than that they were expert The Current Comment section will be a stimulus for new thinking-questions will be
administrators," Mr. Yaffe went Invited-and a tool by which the risk manager can anticipate developing exposures and take

corrective action before there ts a financial loss COMPANYon to say, citing the example of a
To subscribe to Risk Management Reports fill in the coupon and send it with yourplant manager who provided an

remittance to
important liaison. function being Risk Management Reports. c/o Business Insurance. STREET

named to the pension group. "Now 740 Rush Street. Chicago. Illinois 60611
committees are being reduced to (Make checks payable-to Risk Management Reports ) CITY STATE ZIP

administrators."
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Out/ook improves for premium tax
bill to pay health cover for jobless

By RICHARD L. GORDON

WASHINGTON-The chances

for passage of a special tax on
group health insurance premiums
to pay for health insurance for
the unemployed were markedly
improved last month.

Sen. Lloyd M. Bentsen (D-Tx.)
dropped his support for a bill to
cover the unemployed through
the Medicare system and submit-

ted a new bill, S. 1213, that backs
the premium tax idea.

The Bentsen bill has the same

features as H. R. 5000, filed in
the House last month by Rep.
Daniel Rostenkowski (D-Il.),
chairman of the new health sub-

committee of the ways and means
committee (Business Insurance,

March 24, 1975).
The Rostenkowski bill has been

reported out of the health sub-
committee and is awaiting action
by the full ways and means com-
mittee.

THE IMPROVED outlook for
the premium tax bill is due large-
ly to the fact that the maj or al-

ternative proposal in the Senate
-one that would finance the

health insurance coverage from
the Treasury's general revenues
-has run into serious trouble.

The troubles came despite some

strong backing for that idea-by
Sen. Edward M. Kennedy (D-
Ma.), Senate Labor committee
chairman Harrison A. Williams

(D-N.J.), and ranking committee

Republican Jacob K. Javits (R-

N.Y.)
The AFL-CIO late last month

also strongly threw its backing
behind the Treasury financing
approach.

The labor committee ordered

the Treasury financing bill, S.
625, reported from the committee
to the Senate floor last month,
bringing it closer to full Senate
action.

The committee, however, was
almost immediately hit with de-
fections and opposition from
sonne of its own rnembers.

The vote to report S. 625 was
not a formal one, but Sen. Wil-
liam D. Hathaway (D-Me.) in-
sisted that the record show he

was opposed to it.

Ask
your
agent

to have

AOAQUITE
on your
aviation

covenges

Sen. Hathaway and Sen. Alan
Cranston (D-Ca.) have strayed
from the committee approach so
far as to co-sponsor Sen. Bent-
sen's premium tax bill.

A THIRD Democrat, Sen. Gay-
lord Nelson (D-Wi.), is also in

the dissenters' camp. All three
Senators are expected to include

opposition views in the final com-
mittee report on S. 625.

Dissenting views are also ex-
pected to come from two Republi-

can members of the committee,
Sens. Robert Taft (R-Oh.) and
Paul Laxalt (R-Nv.).

All of which presents a prob-
lem to the Senate Democratic

leadership as it returns from the
Easter recess this week.

If prompt action is taken to
move S. 625 to the Senate floor

this month, the labor committee

members might find themselves
debating among themselves.

"That's one of the risks you
run when you try and push things

Fmmoneoftheworld'slargest
aviation insurance facilities.

AVIATION OFFICE OF AMERICA
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through," an aide to Sen. Taft
told Business Insurance.

Action by the Senate finance
committee on the premium tax bill

probably won't begin until the
House completes work on H.R.
5000, and if any major amend-
ments are made or tacked on in

the House there still could be

problems for the proposal in the
Senate.

The reason for the delay in ac-
tion by the Senate finance com-
mittee on S. 1213 stems from the

fact that since H.R. 5000 is a

revenue bill, Congressional pro-
cedures require it to originate
from ways and means.

WHATEVER CONGRESS fi-

nally does on the question of
health insurance for the unem-

ployed, it will probably meet a
cool, if not hostile, reception in
the White House.

S. 625 is- expected to cost the
government $1.5 billion to pro-
vide insurance protection to the
unemployed for the one year pe-
riod beginning July 1, 1975. That
would be an extra strain on an

already deficit swollen budget.
H.R. 5000, while not requiring

outright grants from the Treas-
ury, could require the government
to lend as much as $1 billion to
a special insurance trust fund.

The loan, at prevailing interest
rates, would be paid off from re-
ceipts of the one percent premi-
um tax. The tax is expected to
generate about $150 million every
six months.

Once the loan is paid, the tax
would be done away with, ac-
cording to the Rostenkowski bill.

The long term cost effects to
employers, however, would be
far greater under the Rostenkow-
ski bill then under S. 625.

H. R. 5000 would require em-
ployers to rewrite their group
health insurance contracts with-

in 90 days of the laws enactment
to extend health insurance cov-

erage, at the employer's expense,
for at least 90 days afer a work-
er is laid off.

HOUSE STAFF experts esti-
mated that would boost overall

group health insurance premiums
seven to eight percent in the first
year of the bill's operation, or
about $2.5 billion.

AFL-CIO Social Security Di-
rector Bert Seidman said late
last month that the Ford Admin-

istration "wants to completely ig-
nore" the plight of unemployed
workers suddenly without health
insurance.

He said three out of five work-

ers with job related health insur-
ance lose that protection the day
they are laid off. Only one out
of five have insurance that ex-

tends coverage 90 days or rnore
beyond the layoff date.

He added that the big labor or-
ganization strongly preferred a
"straightaway provision for a
federal appropriation" to finance
the program.

Speaking for the White House,
Health, Education and Welfare
Secretary Caspar Weinberger has
criticized all of the proposals as
being inequitable since they only
offer extended health insurance

protection to those workers who
were insured while on the job.

He characterized the proposals
before Congress as "just not feasi-
ble or affordable." •

New venture

Matthews-Daniel Co. (Hous-
ton) merged with Graham Miller

& Co. Ltd. (London) to form
Matthews-Daniel, Graham Miller
& Co. The new venture will pro-
vide survey, loss adjustment and
other technical services to insur-

ers of offshore drilling rigs and

marine construction operations
located in the North Sea and.

other United Kingdom territorial
waters.



Aetna extends group
health after lay-offs

HARTFORD-Aetna Life & ing on the premiums individuals
Casualty Co. announced a two- wish to pay. Aetna will then pay
part prograrn to extend group 80% of most other costs, a spokes-
health coverage to laid-off work- rnan said.

ers. The insurer will now waive The new conversion policy will
expiration provisions in group have a lifetime maximum of

policies and will continue to cov- $250,000 in medical benefits, and
er laid-off workers as long as the an out-of-pocket limit on co-

employer-policyholder requests it payments of $1,000 per individual

and continues payment of premi- in any one calendar year. It does
ums. not include coverage for disabil-

The company said costs to cor-
porate insurance programs would
be roughly the same as premi-
ums they paid for the workers
before layoff. If the company
does not elect to continue the

group coverage, Aetna is intro-
ducing a new conversion policy
under which an employe can get

major-medical type coverage for
catastrophic illness.

Under existing limited conver-

sion policies, laid-off workers
cannot get major-medical cover-

age. The new conversion policy,
which will be available to all

group insurance programs at no

additional cost, is being filed by
Aetna with all state insurance
commissions.

Differences from existing con-
version policies include deducti-
bles, from $100 to $500, depend-

Suspend six
companies in

Pennsylvania
HARRISBURG, PA.-Pennsyl-

vania Insurance Commissioner

William J. Sheppard suspended
the operation of six small insur-

ance companies this month and
vowed tough state action against

companies in marginal financial
condition.

"We have been telling the mar-

ginal insurance companies: look.
You must either shape up or ship

out. If you have the willingness,
and a realistic potential for im-
proving your financial picture, we
will give you a short time to make
the attempt," Mr. Sheppard said.

"If not, then we are going to
petition the court to close you
down," he warned.

THE SIX companies are:
• Cosmopolitan Investors Life

Insurance Co., Camp Hill, Pa., an
inactive company.

• Guardian Mutual Insurance

Co., Pittsburgh, Pa., with $101,300
premiums in force.

• Shenandoah Mutual Insur-

ance Co., Philadelphia, Pa., $46,414
of premiums in force.

• Capital Mutual Fire Insurance

Co., Upper Darby, Pa., with $282,-
779 of premiums in force.

• National Council of Junior

Order of United American Me-

chanics of the U.S. of N.A., Ab-
ington, Pa., with $156,761 premi-
ums in force.

• Grand Court of Calanthe,
Pittsburgh, Pa. with $6,887 premi-
ums in force.

Suspension of the firms means
they will not be allowed to is-
sue further policies or contracts,
transfer property or pay out mon-
ies without the prior approval of
the Insurance Commissioner, Mr.
Sheppard said.

Three of the companies have
already voluntarily suspended
business and a fourth is in offi-

cial dissolution proceedings, he
said. "Thus, these six formalized
suspensions will not cause any

major disruption in our markets
and should not be misconstrued

as major financial failures," he
added. •

ity income policies, and will pay
less than 80% for out-of-hospital
mental and nervous disorders.

Apparently, the corporate in-
surance manager's only role in
the new conversion policy will be
one of communicating it to em-
ployes as an available benefit.
The new conversion provisions
will be available to individual

workers at their own request
within 31 days following termi-
nation of employment, Aetna
said.

The company's action, said to
be the first of its kind among in-
surers, was announced by L. M.
Cathles, Jr., senior vp. •
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Captives can't write
personal doctor cover

DENVER-The· Colorado insur-
ance commissioner said statutes
governing captive insurance com-
panies in the state would not per-
mit establishment of captives by
medical societies and hospitals in-
terested in underwriting coverage
for individual doctors and other
personnel.

J. Richard Barnes told Business

Insurance he has been approached
by "several hospital associations"
looking into captive insurance
companies. "They could set up an
association captive which would
insure the liability of the member
hospitals and all of their employes
and contract providers," he said.

"But they could not also write
the liability coverage for indivi-
dual personal liability of employes

or contract providers," he added.
He cited the example of X-ray or
laboratory contractors working in
hospitals, who could be covered
by the captive insofar as the hos-
pital's liability arising out of these
contract services is concerned.

BUT THE Colorado captive
statute prohibits a captive from
writing any personal lines cover-
age, he stated. This prohibition ap-
plies to the medical societies
which have looked to Colorado

for malpractice captives.
He said that in his conversations

with regional hospital associations,
he has advised that malpractice
liability connected with salaried
and contract employes or purvey-
ors of services to hospitals could

be covered by the captive, although
staff doctors not on the payroll
could nct be covered.

"If the doctor is a salaried or

contract employe of the hospital, so
that the hospital pays him for his
services, he can be covered for his
liability as an employe of the hos-
pital, bu: not for his personal lia-
bility," said Mr. Barnes, using the
example of a suit against "both the
hospital and Dr. X" to indicate
the difference between coverage
against the hospital's liability aris-
ing out of the doctor's acts, as op-
posed to the doctor's personal lia-
bility.

There are people currently ex-
ploring the possibility of getting a
bill introduced in the legislature to
amend the law and permit captive
underwriting of malpractice cov-
erages, Mr. Barnes said. He feels,
however, that the possibility of
seeing any action on this in the
current legislative session is
"slim," because of deadlines being
passed for introducing bills. •
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Maybe the thought of outgrowing your insurance service
never crossed your mind. Yet in the daily whirl of progress,
serious problems often go unnoticed: dangerous gaps in
coverage, expensive overlaps, inordinately high rates, and
more. All showing up where it hurts most: at the bottom line.

Often, the solution begins with the broad and far-reaching
range of insurance services offered by Alexander & Alexander.
Services that go beyond the basics of premiums paid for
coverages received. Like new and higher levels of Risk Manage-

Vuotes were too high
so Stearns-Roger Corp.
uses Colorado captive

DENVER-Stearns-Roger Corp.,
the seventh largest engineering-

construction firm in the nation,
established a Colorado captive
insurance company which is un-
derwriting large deductibles for

liability policies written by
Northbrook Insurance Co., part of
the Allstate Group.

Glendale Insurance Co. was li-

censed to do business by the Colo-
rado insurance commissioner at the

end of 1974, with assets of $1 mil-
lion including $400,000 capitaliza-
tion and $600,000 surplus.

Stearns-Roger formerly had its
general liability insurance with

ment and Analysis that your present insurance service may
be unable to offer. Resulting in greater protection of your
phys cal and fiscal assets And the comfort of knowing that
a lot of people are working as hard to protect your company
as ycu are at bui/ding it.

We've written a book on outgrowing your insurance
service which we'll send you, free. Just write:

Alexander & Alexander, Inc., Information Services, Dept. F
1185 Avenue of the Americas, N.Y., N.Y. 10036.

Alexander
8Apexander

Hartford Insurance Co., and was
unable to obtain the desired kind

and limits of professional liability
coverage at the right price, Busi-
ness Insurance learned. Following
competitive bidding on the
Stearns-Roger business, the com-

pany decided all quotes were too
high, and moved to set up the
captive.

"Our primary purpose was to
get rnore insurance, and the only

way we could do that was to un-
derwrite first dollar coverage our-
selves," said Harry A. Peterson,
corporate secretary of Stearns-
Roger. The contracting firm sub-
stantially increased its limits under
this new program, Mr. Peterson
added.

ACCORDING TO insurance rec-

ords in the state, Glendale is un-
derwriting three separate primary
policies for Stearns-Roger. The
first is architects' and engineers'
professional liability insurance, for
$2 million per occurrence and a $4
million annual aggregate, with a
$100,000 deductible.

Another is comprehensive gen-
eral liability insurance of $250,000
per occurrence and a $750,000 an-
nual aggregate, on a first-dollar
basis.

The third is a special liability
umbrella coverage for damage to
work completed for $2 million per i
.occurrence, with a $4 million an-
nual aggregate, no deductible.

The captive is being managed by
Bill Kersten, executive vp of Kers-
ten-Voigt Co., agents and consul-
tants based in Denver. Actuarial

consulting work on the captive was
performed by Towers, Perrin,
Forster & Crosby, Philadelphia.

Stearns-Roger now has all of its
excess coverages with Allstate's
Northbrook division, sources said.
The account is a very large one for
Hartford to have lost and Allstate

to have landed, industry observers
said. Any contractor of this size
would pay several millions of dol-
lars annually in premiums, they
reasoned. The firm did about $2
billion worth of business last year,
experts estimated.

J. RICHARD BARNES, insur-
ance commissioner in Colorado,
said that with the Stearns-Roger
captive there Was no question of

the captive being used to under-
write liability coverage for any in-
dividual architects and engineers
for their liability as employes of
Stearns-Roger. The question of
such personal liability for malprac-
tice being handled in a Colorado
captive arose from the interest of
medical societies and hospital as-
sociations in Colorado as a domi-

cile for captives. (See related story,
this page.)

Colorado law does not permit a
captive to underwrite any personal
insurance lines. Thus, medical so-
cieties could not form captives
there, Mr. Barnes affirmed, al-
though hospital associations could
use a captive for hospital liability
arising out of activities of sal-
aried or contract employes.

Accounting firms and law firms
would also be prohibited from us-
ing Colorado captives, because the
nature of suits involving lawyers
and accountants is such that the

re is generally a personal liability
of the professional in these cases.
However, the liability for errors
and omissions of contractors and

engineers usually arises out of suits
against companies involved, not
against individual professionals
employed by the companies, Mr.
Barnes explained. i
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corporate administration and dir- ance plans.
ector of industrial relations ser-
vices Mr Canfield also served as William E. Brown, formerly di-people benefits assistant at Caltex 011 and rector of insurance administration
pension assistant for Singer Man- at Fuqua Industries Inc, Atlanta,
ufacturing. was appointed risk and insurance

:i :it manager of Korf Industries Inc.,

Riordan new Anchor Hocking Corp, Lan- Charlotte, N.C., a newly formed
easter, Ohio, promoted Richard C. holding company Mr Brown will
Heydinger to the position of risk report to Wilburn V Robinson, vp,

risk manager manager from assistant risk man- and will be responsible for the
ager Mr Heydinger will report to property and casualty programs of
S C Hurley III, assistant treas- Korf and ltS subsidiaries, as well

at Aeroiet urer He replaces C. Robert Kin- as employe benefits He was re-

We are careful dle, who lS now administrator-re- placed at Fuqua Industries by
Edward B. Riordan was named tirement plans for Anchor, Mr. James Newton, who was formerly

about the Insu rance to the newly-created position of Heydinger's responsibilities in- with Aetna Life & Casualty In-
director-nsk management for clude group insurance, property/- surance Co. in Atlanta
Aero] et General Corp, Los An- casualty coverage and worker's

Componies that meet our geles He was formerly corporate compensation
The Midwest Stock Exchange

risk manager for Indian Head Inc.,
: appointed Ronald N. Oberg to the

branding requi rements. New York No replacement has James J. Gillespie, was pro- newly created position of director
been named yet At Aerojet, a moted to manager of group insur- of security and controls. Mr
subsidiary of General Tire & ance for Akzona Inc, Asheville, Oberg, formerly the supervisor of

GT-,J. H. Blades&Co.,Inc. Rubber Co, Mr Riordan will N C He was formerly insurance data processing audit at Contin-
F'9 I 11 PO Box 22003 · Houston 77027 ·713) 526-6551

work with Hilford D Blum, man- manager of American Enka Co, ental Illinois National Bank and
ager of corporate insurance. a part of Akzona, where he had Trust Co, Chicago, will report to

ZA-/ P O Box 17187 · San Antonio 78217 • (512) 826-2378 , worked in various capacities since Jim O'Donnell, vp Mr Oberg's

To reach ustoll free, simply askyour local operatorinthefollow,ngernesto Richard Koontz joined Ameron 1959 In his newly-created post. duties will include the establish-tion, Mr. Gillespie will report to ment and control of internal secur-Inc, Mcnterey Park, Ca, on
call the number listed for your city
· New Orleans Enterprise 7021 · Los Angeles Zenith 9-0216

March 17 as director of risk man- John Kiefer, director of insurance, ity for the stock exchange, withagement, a newly-created pos.tion and will be responsible for cor- attention to physical security and
· Dallas, Austin or Corpus Christi Enterprise 7021 E He was formerly insurance man- Porate-wide group health insur- computer systems assurance •

ager at Teledyne Inc, Los Angeles
and left that post in July. His new

5ECURITY!
responsibilities include employe
benefits and property/casualty in-
surance. Walter L. Blackwell con- classified advertising
tinues as risk manager for Amer-How ToCut Your Lobbeb on Teledyne plans no replacement
for Mr. Koontz, a spokesman said. RATES AND CLOSING TIME: $2 75 per hne, minimum charge $11.00 Cash
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Signature 81475



The company that's on the move can't sit tight with
standard benefit programs.

There are key people to be protected when
traveling on company business.

And, perhaps more important, there's the
morale of all personnel to be considered.

That's why more and more companies provide
these accident programs through the American
Home Group.

Group Tmvel Insumnce protects key em-
ployees who travel frequently on company business.
Coverage can be provided in any amount up to
$250,000.00.The program saves the employer
moneyin the long run by eliminatingexpense account
entries for the purchase of travel insurance from
vending machines and other special outlets.

Group Voluntary Insumnce provides up to

We welcome inquiries from any licensed agent or broker. You don't have to be

»00*

WHEN COMPANIES START GOING PLACES,
THEY CAN'T AFFORD TO LEAVE

THEIR EMPLOYEE BENEFITS FAR BEHIND

4 -

& *f

$150,000.00 of all risk accident protection against
any type of covered accident, any place, any time,
anywhere in the world. Every day. of the year, it
covers accidents occurring on or off.the job, at home,
or while traveling by train, auto, and other public
or private conveyance. Or while traveling as a
passenger in an aircraft used for the transportation
of passengers. Employees like it, because they can
purchase this added protection at group rates-
and through convenient payroll deduction. It is a
sound and sensible addition to other life or medical

insuranceplansthatanemployercanofferemployees.
You know the statistics. One American, on

theaverage, is killed in an accident every 4!4 minutes.
It can happen anywhere. And it does.

So, we urge you to send immediately for more
information about this all-important coverage.

a regular producer to place business with American Home.

F ------- 7American Home
Assurance Company

Dept.81045 102 Maiden Lane, New York. N.Y. 10005

| Please sendme more information on your Group Accident 
 Programs.
 Npme IPLEASEE PRml

| Title
| Cnmpgny

| Arldrels 1
I City Rtate Zip |
L-- ---

AIaA Member Company ofAmerican International Group



© 1975, Continental Assurance Co.

Is a pool
the right place for you?

'. 9 34.

X

Pooled accounts for pension funds can be all wet.
A pooled (or co-mingled) account is just a big mutual fund.
Everyone in the pool owns an interest in the same secu-

rities. Receives the same return. Assumes the same risks.

At Continental Assurance, we have a different, irnova-

tive approach to managing pension funds.
1. We act asinvestment"matchmakers." Bringing together

your need with a specific investment vehicle. Your money
doesn't go into a pooled account along with the rest of the
crowd. (Unless it's appropriate.) In any event, we design a
personalized program for you.

2. Naturally, with A and AA corporate bonds, the risk
is nominal.

But we go one step further.: We guarantee payment of
interest and principal on the securities in your account.

Only a life insurance company can do that.

.

You have double security with a Continental Assurance
prograrn.

3. There's a third (and final) reason to consider
Continental.

You won't be dealing with a "department."
You'll deal wizh an individuai account executive who is

personally responsible for your account. Who'11 handle
your inquiries. Who'11 make decisions on the spot. Who'11
keep you up-to-date.

It all adds up to one thing.
Your pension fund, profit-sharing trust, or annuity re-

ceives personalized attention from Continental Assurance.
Maybe your fund is with a money-center bank trust

department now.
If so, possibly it's just a drop in a very big bucket.
And that's the best reason you have to call us.

Continental Assurance Co.
Major Group andPension Services
Call Ted Czupek, Continental Assurance Co., CNA Plaza, Chicago, Illinois 60685. (312) 822-6489


