Ford pushes national health plan, backs CHIP

WASHINGTON-President Ford wants a
national health insurance program this year
-despite a vow to balance the federal budg-
et by fiscal 1976.

President Ford's appeal to Congress to
move quickly on national health insurance
came on the heels of optimistic pronounce-
ments by top Congressional leaders con-
cern€d with the issue.

The President echoed the Nixon adminis-
tration in pushing for action this year. He
also backed the former President's Com-
prehensive Health Insurance Program
(CHIP) which, he said, "goes a long way
toward providing relief."”

Taken in combination, the remarks by

Enfim con#e-nt: cop,igh# 1974 by Cmin Communice#ion: inc.

the new President and Congressional lead-
ers add steam to what had been a faltering
national health insurance campaign on Cap-
itol Hill, where legislative timetables were
disrupted by threatened impeachment.

The form of any eventual national health
insurance bill and the role, if any, for pri-
vate health insurers, however, is still in
doubt.

Emphasis of the fiscally-conservative
President on federal cost-cutting apparently
bolsters the likelihood that what will be
most acceptable in the White House is a plan
utilizing the established insurance industry
as a way to keep costs down.

Earlier cost estimates from the Health,

Education and Welfare department said
CHIP, which relies heavily on private in-
surers, would increase the federal share of
health financing to 29% from 25 %.

50¢ a copy; $12 a year

HEW said the Kennedy-Mills bill, which
is financed through payroll deductions rath-
er than premiums and uses private insurers
only as fiscal intermediaries, would boost
the federal share to 61 %.

Legislative action on national health
insurance now centers in the House ways
and means committee, where mark-up ses-
sions on a consolidated House bill began this
month.

Rep. Wilbur Mills (D-Ar.), chairman of
the committee, told a national television
audience that the House could "definitely"”
pass a bill this year.

Sen. Russell Long (D-La.), chairman

Continued on page 41
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Pension law to cause insurance scramble

By RICHARD L. GORDON

WASHINGTON-The fallout
from pension reform will begin
as soon as President Ford sets his
pen to the Employe Retirement

Income Security Act of 1974,

probably later this month. -

- A "suicide" loophole is ex-
pected to trigger an unknown

Nnumber of plan terminations

which may, as one White House
aide put it, clobber a still non-ex-
istent government-run Pension
Benefit Guaranty Corp. with
lion dollar start up costs before
the first premium dollar has
rolled in.

Employers sponsoring pen-

sion plans will face an immediate

federal lien on up to 30 % of their -

net assets in the event they ter-

mil- =

minate a plan in an underfunded
condition at any time after she
act is signed into law.

Employers seeking to find
insurance protection against this
new contingent liability for plan
terminations will probably find it
unavailable for at least the
mediate future.

Pension and welfare funds

can immediately begin a search

Property damage, liability potential

In airport bombing is 'well-covered’

By STEPHEN GOOD

LOS ANGELES-This city is
well-insured against damages sus-
tain€d when a bomb exploded at
Los Angeles International Airport
on August 6, killing three persons
and inj uring more than 30.

The explosion occurred at 8:10
a.m., apparently caused by a
bomb planted in a coin-operated
locker near the ticketing areas of
Pan American and Korean Air-
lines. Police are still puzzled
about why and how the bombing
took place.

Witnesses reported seeing a
man in an airport employe's uni-
form who was putting a small
bag into a locker when the explo-
sion occurred. One body dressed
m a uniform was reportedly found
after the blast, but no identifica-
tion could be made immediately.

Airport officials reported they
had no warning of the blast.

THE EXPLOSION blew out
several plate glass windows in
the airport's satellite No, 2 termi-
nal, and caused minor damage to
the terminal. But no fire was
started, and no serious structural
damage was reported.

Property damage was initially
estimated at about $200,000. But
one city official said "it could be
somewhat less than that.”

The Los Angeles police depart-
ment and the FBI are investigat-
ing the blast, said Frank Duplanty,
acting deputy general manager of
administration for the Los Angeles
department of airports. "The police
have had several calls from some-
one who seems to know about it.

But as far as | know no arrests

have been made at this point."
The city has a personal liabil-
ity policy with a deductible of
$100 and a limit of $100 million,
Mr. Duplanty noted. The insur-
ance is carried by Lloyd's and
Nnumerous domestic underwriters.
Frank B. Hall is the broker for
the liability insurance plan and

Peter J. MeBreen & Assoc. Inc. of

Chicago are the adjusters.

PROPERTY AND FIRE insur-
ance, along with business interrup-
tion and extended coverage, has a
limit of $42 million, Mr. Duplanty
said. The city has a $250,000 pri-
mary policy with Highlands In-
surance Co., and the rest is under-
written by Continental Casualty
Co. All property coverage has a
$25,000 deductible.

Massive bomb exploded in the lobby area of LA Airport.

Marsh & MelLennan is the
city's broker for property insur-
ance, Mr. Duplanty noted.

"There haven't been any law-
suits that I've heard of so far,” he
pointed out.

Los Angeles' extensive insur-
ance coverage for its internation-
al airport is partly due to the
airport's size and importance.
About 23 million passengers passed
through in 1973, and the number
of flights are second only to Chi-
cago's O'Hare International.

Because of its rush-hour tim-
ing, the explosion caused mass
confusion at the airport and a
huge traffic jam. Incoming flights
were diverted to other areas of the
airport, and some flights departing
from the damaged terminal were

transferred or cancelled. -

Wide World

im- -

for insurance to protect them-
selves fronn losses caused by
trustees’ mismanagement of fund
assets, but the bill states there
can be no exculpatory clauses re-
moving those trustees from lia-
bility for their actions.

Fund trustees, facing new
federal fiduciary standards, may
turn upside down a somewhat-
sleepy market for trustee liability
insurance in order to protect
themselves in the event of fiduci-

ary breaches.

THOSE ARE THE immediate
effects expected to come out of
the more-than-500 pages of conn-
plex legislation. The bill will go
to President Ford for approval
following what is expected to
be thumping majority passage
when both houses of Congress
take final action.

The "suicide" loophole is a re-
sult of the decision to extend new
federal

insurance coverage of

vested pension benefits in single
employer plans retroactively to
July 1, but making employer lia-
bility for plan termination effec-
tive only upon enactment of the
bill.

What that means, Congression-
al staffers worry, is that em-
ployers can terminate plans
between July 1 and President
Ford's signature, have the federal
government make good on un-
derfunded benefits, and escape
any liability to the government in
the process.

AnNd there are, the staffers
admit, plans that will probably
take advantage of this situation,
although they insist these are
"economic hardship cases" that
would have led to plan termina-
tions anyway.

The grace period will end im-
mediately upon enactment of the
bill, however, when the employer
liability attaches.

DECISIONS ARE still to be
made on how employers can pro-
tect themselves against this lia-
bility. Those drafting the pension
reform bill have considered both
a government-run and privately-
operated contingent liability in-
surance program, but the Senators
and Representatives clearly prefer
the private industry alternative.

The reform bill gives the Labor
department, operator of the Pen-

sion Benefit Guaranty Corp.,
three years to work out an ar-
rangement with private insurers
to have thern provide the cover-
ages.

The most that Labor depart-
ment officials are saying now is
that the coverage will be avail-
able from some source *as soon
as possible." Immediate protec-
tion seems impossible, however.

The act allows a pension fund
to purchase liability insurance
for its trustees, but only if there
is a subrogation clause included

Continued on page 12
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Root collapse liability questioned e

MIAMI-Construction work
done without a building permit
"could be a contributing factor,”
say city building officials, in the
Aug. 5 collapse of a federal office
building which killed seven per-

sons and injured 15.

J.H.BLADES & CO.,INC.

The two-story building with a
roof parking deck, which housed
the Federal Drug Enforcement
Administration, is owned by
Marcella Ungar and leased to
National Properties Inc., a Flori-
da-based estate

real company,

P. O. Box 22003 / Houston 77027 / (713)526-6551
P.O.Box 12085 / San Antonio.78212 / (612)826-2378

To reach us toll free, simply ask your local operator in the
following cities to call the number listed for your city.
*New Orleans- Enterprise 7021-Los Angeles- Zenth 9-0216
-Dallas, Austin or Corpus Christi - Enterprise 70216

according to the Miami building
director.

Leroy Baumann, an officer of
the company, refused to disclose
the amount of liability insurance
carried on the building. However,
local agents for the Hartford In-
surance Co. confirmed that it is
among National Properties' in-

surers.

ACCORDING TO a spokesman
for the city building director's of-
fice, the investigation into the
roof collapse, which sent tons of
concrete and several parked cars

the offices

crashing through
below, "indicates a lot of work
was done in the building that
wasn't done under a building
permit.” This includes, he added,
a concrete slab poured on the
area of the parking deck where
the roof collapsed.

"These could be contributing
factors to the collapse,” the
spokesman said, "but whether or
not they caused it, | couldn't say
at this time.”

The building director's spokes-
man did say "one of the main
structural members of the build-
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When you need plane protection, you can count most on your own
insurance agent or broker. Thafs right... the same agent or broker who
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Rubble of M ami build rg where 125 people wor<ed.

ing, not a minor member, failed.

This collapse wasn't caused ty a
d)mino eff€Ec, of minr struc: ur-
al members. *

What eff fet constructi©on work
done without a building permit
would have on a liability claim,
"is actually a legal problem," a
spokesman for Hartfc rd Insur-
ance told Business Insurance, "and
could only be resolved with a lot
of testimony," as part of a court
aetion.

"There re so many ramifica-
tions to be considered.” the Hart-
ford spokesman noted.

The latest permit iss ied for
work in the National Properties
billding was in 1972 for some
minor office work, the building
director's spikesrnan said. The
last major work done under a
permit was in 1970 when con-
crete columis were replaced with
steel ones.

The buil,iing was inspected
after con™ etion of work done
under permit, the spokesman
continued, tut "the strucural in-
tEgrity (refresenting as much as

Wide World
one-fourth of the bu ilding s

value)” he said later. “isn't
something you can determine by

looking at k from the outside.”

ONLY BY TEARING into the
building and taking it apart as is
being done by four construction
engineering consulting firms cors-
missioned by the city to investi-
gate the collapse, can the struc-
tural integrity be determined, the
spokesman added.

A repor: that federal employes
had complained about leaks in
the building's roof prior to the
collapse, bannot be confirmed at
this time, pending the outcome of
the investi gation,” a spokesman
for the Federal Drug Enforce-
ment Administra:ion said.

The bu_lcing, erected in 1925 :s
a car dealership, was designed
with the parking deck on the
roof. At the time of the collapse,
57 vehicles were parked in the
deck.

Approximately 125 people
worked in lhe building, located in

dovwvnmntowwrn MNMiarmi. -

Nixon saved benefits

for now-by resigning

WASHINGTON--The ques-:ion
01 former President Nixon's $60,-
000 annual pension for 1ffe, plus
other fringe benefits, cculd be re-
opened in C migress if Mz. Nixon
is indicted and prosecuted by
special prosecutor Lecn Jawor-
ski.

Mr. Nixc n stood to lose his
Presidential benefits if he had
been impeached and rdmoved
from office.

For the ''ime being, Senate
Democratic leaders are leting
rest the question of whether the
first President forced t© resign
from office should enjoy all the
benefits allewed Presidents who

retire in gocd standing
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Mr. Nixon will also receive up
to $96,000 : year for Life for staff
expenses and free office space un-
der a 1953 law establishing the
Presidential pension. Mrs Nixor.'s
surv-vor's pension, should she live
longer than the former President,
would be 320,000 a year.

MR. NIXON, private citizen. is
also eligible for an estimated
$18,000 to $20,000 a year in civil
service retiremen: benefits ae-
cruel during service in the Navy,
Congress and as VP under Presi-
dent Eisen nower.

The special Presidential pen-
sion. non-contributory ard un-
funded, is tied to Cabinet officer
salary levels, now at $6(,000 a
year.

The survivor's benefit, however,
is not automatically raised when
Cabinet salaries rise, but is period-
ically adjusted through legislis-

=i ———— s

Oil spill settled
for $9.7 million

A typographical errcr in
an Aug. 5 headline had the
settlement over twice that
amount, which probably
wiuld have caused teas, if
not bankruptcies, in the in-
surance and oil industriek The
ccrrect figure for the settle-
ment involving four major oil
ccmpanies is $9.7 million for
damages caused by the 1969

Santa B arbara oil spill.



Covering fair's Expo-sures
IS No carnival, says official

By HARRIET KING

SPOKANE-"How many peo-
ple get a chance to insure a
world's fair? broker William S.
Black responds rhetorically when
asked why he undertook the
three-year, almost full time job
of planning, placing and watch-
dogging coverages for Expo '74.

Man's environment, the gener-
al theme of the six-month expo-
sition which runs through Novem-
ber 3, has been Bill Black's pri-
mary concern since late 1971.

Although responsibility for the
fair's insurance prograrn was
vested in a five-man committee
selected by the Independent In-
surance Agents and Brokers of
Spokane Inc., "with the time we
had it soon became apparent that
one man would have to make the
decisions,"” Mr. Black recalls. The
cornrnittee decided Mr. Black
should be the man, and that the
firm he heads, Rogers & Rogers
Inc., should become the official
insurance intermediary for the Spo-
kane Fair.

MR. BLACK SAYS, "Frankly,
there is some question as to
whether my appointment as
chairman should be viewed as an
honor or a reprisal, since | haven't
written one piece of new business
since | took over.”

Moreover, under standard op-
erating procedure for the city
and Spokane County, Rogers &
Rogers will share commissions on
Expo's estimated $500,000 in pre-
miums with both the city and the

association's public fund. .

. The association handles all
public insurance for the city,
county of Spokane, city school
district and city-county airport

this way.,” Mr. Black explains.
"We just feel that insurance is too
important to let it become part of
some political spoils system.”

Mr. Black notes that while
adequate commissions are pro-
vided to member firms which
handle the servicing and admin-
istration of various public insur-
ance programs, a majority of
"normal” commissions are re—

turned to public funds.

WHEN THE FAIR ends only a
few key buildings will remain, to
enhance the 100-acre park set-
ting. This includes the architec-
turally-striking Washington state
pavilion, which houses a perma-
nent 2,700 seat opera house and
performing arts center.

Mr. Black says that because of
the public money involved, "we
had to market the insurance on a
broad spectrum; we couldn't just
pick a company or two and go
ahead.”

Thus, more than two years ago,
the committee sent a 10-page pro
forma information report to 31
of the nation's largest insurance
companies. Then, 17 companies
responded affirmatively and rep-
resentatives toured the Spokane
Expo site during an all-day
meeting.

"We had to continually say ‘'we
think this will happen,” explains
Mr. Black. "They had to use their

imagination, which is hard to do
because insurance companies like
to deal with facts.” Mr. Black's
pro forma map of the site held
fairly true as did attendance and
other figures. "We told them to
prepare, too, for a full-blown
amusement park,"” he adds. Fair
officials had estimated that 4.8
miillion visitors were needed to
break even, and now expect 5.1
million fairgoers; and, Expo '74
will be one of the few world fairs
to not only break even but make a
profit as well.

Eleven companies submitted
proposals. "We narrowed this to
three'finalists. It was a time-con-
suming and difficult job, but the
committee

unanimously chose

Continental Insurance Co. of
New York, which partially in-
sured the expositions in Montreal

and New York.

"WE ENDED UP with $1 mil-
lion combined single limit cover-
age for bodily injury and.
property damage, written on a
comprehensive general liability
form; $11.8 million of property
values on a builders blanket all-
property form with permission to
occupy, along with various mis-
cellaneous coverages, such as In-
land Marine type of movables.
And, we have a $1 million blank-
et crime limit to be included at
the Expo site," says Mr. Black.

"We researched other fairs and
most were broke to start out
with. So, because of the cash
flow, we insured Expo '74 for
three separate phases:

business insurance, August 19, 1974/3

The old Builington Northern Clock Tower points the way at Expo '74.

» Construction period. "Wrap
ups are illegal in the state of
Washington, and workmen's
compensatiin is monopolistic and
paid directly to the state. So, we
asked for a minimum liability
certi ficate of $1 million or more
and per formance bonds for con-
struction companies,” says Mr.
Black.

» Opera-ing period. (May 4 to
Nov. S). "During the construction
period, we took a flat premium to
cover the builder's risk exposure
and the private, non-profit Expo
Corf During the operating peri-
od, our premium was based on
attendance and a composite rate

is changed on a bi-weekly audit.
So most of the premium is being
paid now, while the money is
coming in."

- Demolition period and re-
turning the site to the remainder
man, i.e., the city of Spokane.

"While a large deductible ap-
proach is good for most large in-
dustrial contracts, we discovered
it wouldn't work here. With a
fair that lasts just six months.
we wouldn't know whether we
would be right or wrong until too
late, in using the normal risk
manager approach,” says Mr.
Black. "So, our basic liability

Continued on page 4

Experimenting with white-collar systems group first

TRW unvells first phase of flexible benefits pia-n

By JOANNE GAMLIN

REDONDO BEACH, CA.-The effort to
give the employe at least a little more con-
trol over his destiny may move forward a
bit in August when the systems group of
TRW Inc. unveils its flexible benefits pro-
grarn.

Embracing the basics of a benefit pro-
gram-hospital/medical, life and depend-
ent life insurance and accidental death and
dismemberment-flexible benefits is an at-
tempt to create a more exact fit between an
employe's needs and the benefits he re-
ceives, according to Tom Graham, financial

director of TRVWV's divisions on the West
Coast.

In an interview with Business Insurance
which included Gary Swinhart, insurance
administrator for TRW Systems and Ener-
gy, Mr. Graham explained that the flexible
benefits program which was first discussed
four years ago, is being offered initially to
the 11,000 employes of TRW Systems group

here.

"WHAT HAPPENS at TRW Systems wiill
show us where to go next,” he said. Re-
sults will be evaluated before offering sim-
ilar programs to other TRV domestic di-

visions and subsidiaries. He offered a pre-
diction that if all goes well here, the pro-
gram may be company-wide in three to
five years.

As it is created for the systems group, the
flexible benefits program is mainly a col-
lection of options available to employes.
There are 10 plans in life insurance with
accidental death and dismemberment cov-
erage, for example, and 18 options on a
new, separate AD&D plan. By contrast, the
hospital/medical coverage is simple: it
comes in only three parts.

Rounding out the coverage that an em-
ploye might wish for is a derendent life
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Typical of work done at TRW Systems group, scientists work in a clean room on an instrument that will search for life on Mars.

insurance plan, similar to one already in
effect in the group.

"The point is to permit an employe to
purchase more coverage at group rates,"
Mr. Graham elucidated. "Frankly, we do
not think of flexibility in itself as a fringe
benefit.”

He agreed at the same . time that the
program could permit employes to wield
more control in the matter of how the money
the company spends on their various bene-
fits is allocated.

"What if," he suggested, "the company,
in a period of soaring inflation such as
this, would move to boost life insurance
benefits across the board. For many work-
ers this might not be welcome news be-

cause they would prefer an increase in
medical benefits.”

THE FLEXIBLE BENEFITS program, he
indicated, will offer a way to do just this.

Employes who opt for the least costly
plan in each of the three major areas
cannot request a cash credit, however. One
of the central tenets of the program is that
any sum saved in one area must be ap-
plied to another.

The new program is contributory. The
new AD&D plan, in fact, with its 18 options
and the dependent life plan, are both 100%
employe-paid.

TRW Systems does pick up a large per-
centage of the coverage for hospital/medi-
cal and life insurance benefits, though.
In fact, Mr. Swinhart calculated that the
group will pay for about 80% of these
premium costs. It will contribute a fixed
amount each month towards medical in-
surance, plus the cost of life insurance
equal to 125% of annual salary.

The employe may purchase additi

onal coverage up to nearly four times his
annual salary. The life plan has basic
AD&D coverage equal to two and a half
times annual salary.

Continued on page 6
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' claim settlement continues after an additional premium, and all During high water in January, Individually Some wanted bum-
EXpO 74 Dee 31 participants fall under a master we sandbagged," says Mr Black, ness interruption or crime insur-
"For instance, a trip and fall policy, "We have a very low rate although no water damage actu- ance. Fme arts are insured from
Cont:nued from page 3 case thought to be settled for charge of $43.80 per 1,000 square ally occurred wall to wall, from the time the
coverage is subject to a retro- $10,000 could continue until feet of space So a 10,000 square Interwoven are deductibles, art leaves a wall, say, m New
spective dividends plan, based on March and then be awarded $20,- foot exhibit would pay less than such as a $5,000 deductible on York to when it arnves here, and
losses paid These are pure losses 000 So that the insurance compa- $500," says Mr Black DIC perils "We superimposed an until it'S back on the original
without any loss conversion fac- ny is protected and doesn't have all ilsk form provided by Conti- New York wall again One of our
tors. The return premium can to blow its reserves, it goes di- LIABILITY INSURANCE is nental and bought back $4,500 of paintings was covered for $200,-
amount to 50 % of earned liability rectly to the trust for the extra mandatory under rules deter- the $5,000. Under DIC, this leaves 000 We handle this in conjunc-
premium, or up to $190,000 maxi- $10,000 But we don't know ex- mined m Paris by the Bureau of concessionaires with a $500 de- tion with the manne office of
mum at the end of the policy pe- actly how this will work yet," International Expositions To as- ductible, This is optional but, ac- America," says Mr Black
rlod,” based on Economic Research says Mr Black certain that all rules were under- cording to Mr Black, was bought The U S. pavilion, the focal
Exhibitors are separated into stood, in fact, the BIE sent an by 50% of participants point of the fair that boasts a
three categories official, such as English-speaking attorney to Spo- "Other participants self-insure translucent vinyl top big enough
MR. BLACK ADDS that a nor- foreign countries like the USSR, kane for several days or bring their own insurance to cover three football fields-
mal ietrospective dividend 15 Iran, Japan, Phillipians, Mexico, In setting up coverage, most And, all concessionaires are bond- supported by a 14-story steel
good for three years, but "we etc, exhibitors such as Ford, Gen- exclusions were "knocked out," ed by Expo. Most bonds are very mast-is self-insured, as is that
can't wait three years since Expo eral Motors, AT & T, etc ; and says Mr Black Since the site oc- personal and we wrote approxi- of the USSR, the most popular
Corp. becomes defunct on Dec concessionaires such as restau- cuples land on the banks of the mately 50 % of the bonds The foreign exhibitor All federal pa-
31 So, we're establishing a spe- rants, gift shops, midway rides, Spokane River and also extends rest were provided by the partici- vilions, too, are self-insured If
cial trust to look over reserve stc to an island and large peninsula pants themselves buildings ale built on behalf of
cases and we will return to Expo All are additional insureds in the river, rates included fire and Mr Black adds that there EXpO, they are insured, but If
Corp by Decembei 15 But the under Expo's primary liabillty extended coverage and a differ- is a "total waiver on the contract built by an outside party, the
trust will have the right to go policy, any claims that arise go ence-in-condition overlap, an all- so that Expo Corp IS held harm- buildings are not insured unless

somewhere, to the lemainder directly to Continental Exhibi- peril form including earthquake less by all participants But we a request is made by a specific
man, so that the insurance com- tors pay for their insurance based and flood had a committment to give them exhibitor

pany is not penalized in case a on square footage occupied and "DIC is important Coverage: whatever coverage they wanted

Associates projections

"THE REPUBLIC of Taiwan de-
o cided to heavily insure their ex-
hibit because during the Mon-
treal World's Fair, their $300,000
L I h building burned and was not
- covered," says Mi Black.
Continental estimates that fair
claim losses would be from $50,-
000 to $100,000, according to Mr
Black "Of course, this is a guess,
we could blow that in just one
— shot.” Currently, he handles 20
A claim cases a week "About 98%
’ are non-serious claims of liabil-
4111111 T SE . .
ity, such as trips and falls and a
-6.111" couple of minor food poisoning
*1 5_ 2 *S - cases that required hospitaliza-
"1 - > r tion," says Mr Black The most
2 1s- o . serious claim so far was a trip
- i and fall that resulted in multiple
- internal inluries He adds that
7 .: two people jumped off of the ski
chairlift that runs from one end
..444 of the faw to the other, "One ran
away before he could be caught,
the other J umped into the lagoon
<+ and swam to shore where he
was met by our security men,
' \_’91 says Mr. Black.
Employes are covered by
- . workmen's compensation "We
-rr prrgi \ looked at self-insurance for work-
rmen s comp, but decided that with
the $15,000 to $16,000 premium
to the state, that there weren't
enough savings to warrant taking
the chance of self insuring; it pos-
sibly could have cost us a lot

5 .91
A

more, he explains

CLAIMS ARE handled by Un-
derwriters Adjusting Co, an arm of
Continental And on every dollar
spent, it costs 14 cents to 16 cents
to administer the claim This
o varies substantially with com-
M40t M, ;74 panies.” Continental didn't 111-
clude loss costs in their proposal,
“and this was one of the reasons
we chose them, other companies
did include loss control, meaning
— 1 someone else had to pay for it,"
says Mr Black
To keep potential for claims
and accidents down, vehicles are
forbidden on the site during fair

Smooth samng...until she blows

Your business is sailing along Just fine But what more than the word "insurance " We have good
if a boiler blows? Have you taken the necessary pre- reason. When we sell you Boiler-Machinery insur-
cautions to prevent such a loss from occurring? Is ance, our expert engineers will work closely with you
your business really protected? to protect your business against unnecessary loss

We can help. At PMMI, we write Boiler- We think you'll agree that it's better for your
Machinery policies, providing all-risk coverage, business to prevent a loss before it occurs, rather
whether or not you are protected by our basic fire than simply insure against it and take your chances
insurance. In the event an accident occurs to your rm So before boiler-machinery losses spell dis-
boiler or machinery, count on us for fast loss aster for your business, call your nearest
adJustment to get your business sailing oo o PMMI Account Representative Ask him how

smoothly again philaelphia PMMI gar help protect your business with

We use the word "protection” much néry ins
Manumcturers PMMI ... Your Partner in Protection.
MUTUAL INSURANCE CON'lIKNY

Philadelphia Manufacturers Mutual Insurance Company, #8 Executive Mall, Box 824, Valley Forge, Pa. 19482 ii-01 0, & L

DISTRICT OFFICES-Atlanta, Ga, De\A/itt (Syracuse), NY, Greensboro, NC, Houston, Tex, Whittier (Los Angeles), Ca , Jili]ITI
New York City,NY, Southfield (Detroit), Mich , Towson (Balt,more), Md, Valley Forge (Philadelphia), Pa *qT ,-CTiT

hours, from 10 am to 10 pm,
except for small service and em-
ergency vehicles No ambulances
are allowed on the site However,
if an accident occurs, the victim
is transported to the nearest exit
where he'll be met by ambulance
Three hospitals lie within a 10-
block rachus of Expo

The three main areas of insur-
ance exposure are:

- A carnival: “Amusement
sites deal with a lot different
type of exposure so we went to
Fireman's Fund in San Francisco
for coverage, since they are ex-
perts in this field Continental
was happy to bow out of the
amusement area since they don't
have as much expertise In this
area," says Mr Black

- Crowd size: "By nature of
putting 50,000 persons together
on a flat surface, we create a

Continued on page 10



How an audit turned into a plaudit

Insurance auditors don't come in for much

applause. Their work just doesn't generate ,

standing ovations.

But they can give you a hand. The auditor's <r
job is to see to it that you pay a premium » #J
representing your true loss exposures «:# »-

not one. cent more or less.

A case in point. Nystrom Constructors, Inc.,

Minneapolis, was a new policyholder for workmen's
compensation insurance. Nystrom employs a lot of
carpenters - a high premium classification. But
they told our auditor that sometimes "carpenters"
do less - or more - hazardous work depending
on the jobs involved. Simple payroll checking
wasn't enough. Our auditor and Nystrom's staff
studied each job to determine actual work per-

formed by individual employees. It was a
tedious task, but the audit disclosed that
i allocation of premium by trade instead of
actual work .performed established too

high a premium.

The cooperation of Nystrom's staff and

our auditor produced a $10,000 saving

in insurance costs. James C. Nystrom said:

"It is very gratifying to have an auditor who is
willing to understand the problem, and then
Work very hard for. his company and for the

client.”

And that's only fair. It's the whole idea of insurance.
We're not looking for applause - or for anything
more than the correct premium. And we'll work
with you to keep that as low as possible.

COME TO THE SOURCE
Get theWausau Story
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Continued from page 3
Among the three hospital/-
medical programs offered, only

one plan demands an employe
contribution. Called the im-
proved plan, it provides for 365
days of semi-private hospital
care and covers all hospital mis-
cellaneous charges for the same
period of time. The big feature of
this plan, however, is the fact
that major medical comes into
play after a $50 deductible, pays
for 80 % of the remaining medical
expenses up to $5,000 and 100 %
of expenses from $5,000 to $100,-
000. The cost to the employe for
this plan is about $2.50 a week.

IN CONTRAST, the option
which is patterned after a plan
now in effect at Systems group
costs the employe nothing. It pro-
vides for hospital care for 120
days per illness. The major medi-
cal deductible amount is $75 a
vyear, after which 80%, of ex-
pences are covered up to a yearly
maximum of $25,000.

For the third hospital/medical
program, the employe actually
receives a credit of about $3.66.
Aimed at those who want to ab-
sorb minor medical expenses, it
requires that the employe pick up
the first $250 of yearly medical
expenses after which the major
medical provision in the im-
proved plan comes into effect.

Significantly, all three plans
offer out-patient and in-hospital
mental health benefits as well as
liberal maternity benefits. HMOs

will be offered as another option
in 1975.

"We estimate the flexible ben-
efits program will boost premi-
ums by about $2 million a year,”

Mr. Graham said, noting that all
of the increase will come from

employe contributions. Group

benefits for the Systems division
presently run about $10 million.

TO KEEP THE increases at a
minimum, he noted that the Sys-

tems division plans to continue to
handle its own claims-administra-
tion of the program. Additional
computerization at TRW will facil-
itate handling the heavier load.
Aetna landed the underwriting
job in competition with two other
well-known carriers. Prudential

Life Insurance, the carrier for

LOOKING FOR
JOB

OPPORTUNITIES .

PERSONNEL
AVAI LABLE . . .
or
BUSINESS

OPPORTUNITIES .
the
Classified Section
on page 50

is the place to look!

group life for TRWV in the East,
and Travelers Insurance, the
Eastern divisions' group medical
carrier, also wanted the job. But
Aetna's premium bid was low.
(Aetna has been the West Coast's
employe benefit carrier for the
past 15 years.)

The sole broker for the pro-
gram is Fred. S. James & Co.

AT ONE TIME, TRW Systems

group contemplated bringing
sabbaticals and vacations into the
flexible benefits program. But
because of complexities (includ-
ing some tax wrinkles) in imple-
menting the concept, the com-
pany decided not to include it in

the initial package.

Systems group beeanne the
testing ground for TRW's flexible
benefits prograrn because the

idea originated there and because
the group's employes are rela-
tively homogeneous. The group
has no unions, for instance. Bene-
fits provided under union con-

tracts could complicate the job of
designing a flexible program.

Yet interesting as it is, the
flexible benefits program is not
the full benefits picture at TRVWV,
West Coast.

Mr. Swinhart, who buys prop-
erty/liability as well as benefit
insurance coverage, said that a
dental program, disability, and
an unusual travel accident insur-
ance plan also are open to TRW
jobholders.

The young insurance manager
also noted his relationship to
Jerry Evans and Chuck Ely, who
are responsible for buying prop-
erty/liability and benefit cover-
age, respectively, for TRW
workers everywhere except on
the West Coast. And they do so
from the $2.16 billion corpora-
tion's Cleveland headquarters.

"I'm autonomous here,” Mr.
Swinhart asserted. "Of course, |
do interface with Mr. Evans on
policies which are handled exclu-
sively by Cleveland."

Out here, at the sprawling,
campus-like TRW complex, Mr.
Swinhart works closely with Jeff
Wilkens, employe benefits man-
ager and a central figure in the
development of the flexible ben-
efits program.

Chief among the non-contribu-
tory benefit plans unrelated to
the new program is the dental
plan, underwritten by the Cali-
fornia Dental Service. Another is
the travel accident insurance
plan, administered from Cleve-
land, which pays up to $100,000
per occurrence for fatalities when
an employe is on TRW business.
Accidental deaths during perso-
nal trips are compensated up to
$50,000. CNA underwrites both
policies.

LONG AND SHORT term dis-
ability are both contributory. The
former provides income equal to
60 % of an employe's salary up to
age 65 when the employe is 61igi-
ble for the retirement plan. It tan

| justsent
siX underwriters

Booo miles
sotliey could

see the forest 1
and the trees ., o ..

Frank Collins &

also be linked to workmen's com-
pensation. Short term disability
furnishes income of up to $105 a
week for 26 weeks for any single
illness.

A stock savings program in
which TRV matches 50% of An
employe's payroll deduction of
up to 6% of annual salary is an-
other interesting facet of the cor-
poration's benefit package. The
only problem, if there is one, is
that the company's contribution
is confined to its own stock
which, like the market in gener-
al, has not been traveling upward
lately.

The pension plan, which
is 100% paid by the company,
calls for 50 % vesting after five
years and full vesting after ten
years. Credited service continues
to age 65, normal retirement at
TRVV. Benefits are based on the
highest five consecutive years of
earnings, meaning that a 30-year
employe earning $12,000 a year

Continued on page 10

Vice President, Underwriting

There's an old agent proverb that goes, "What the marketing

manager giveth, the underwriter taketh away.”

At PEG that bad guy image never applied. When it comes to

helping independent agents sell-and keep sold-

participating worker's comp insurance, underwriters are a

vitally important part of a six part team that includes

marketing, claims, loss control, audit and loss histories. It's a

team dedicated to lower net costs to the insured and higher
renewals for you. A team that works so well together that last
year we issued a record total in policyholder dividends.

Recently we moved underwriting authority at PEG a lot closer
to your action. Each of our six regional home offices now
has a Regional Underwriting Manager. His job is to give fast, firm
answers. Equally important, he'll be intimately familiar with

the unique problems and opportunities of his region.
He'll see the forest and the trees.



washington watch

Safety board investigation finds
Missouri Pacific crash ‘inevitable'’

WASHINGTON-A collision

and derailment which Killed
three Missouri Pacific Railroad
crewmen last year was "inevita-
ble" before the train's engineer
could see that a manual switch
was misaligned, the National
Transportation Safety Board said
last month.

The 124-car freight train was
shunted off the main line onto a
side track at Cotulla, Tx., last

Dec. 1 and struck a standing 10-

comotive.

Five locomotives and 26 freight
cars were damaged or destroyed
in the crash. Railroad officials
declined to estimate the damage
or reveal the railroad's insurer.

The safety board said the
switch was apparently opened by

a deliberate act of "sabotage" and
said the number of accidents at-

tributable to such causes had
"doubled from 1961 to 1970."

Safety board investigation and

railroad test runs showed that

the accident train's head-end

crew could have plainly seen the
switch's alignment indicator about
1,400 feet away.

However, said the safety board
report, the train needed 1,953 feet -
in which to stop from its 40 miles
per hour speed.

The train was operating on
track not equipped with auto-
matic signalling, which would
have given a warning signal

- well before a train reached min-
imum braking distance."

The safety board urged the
Federal Railroad Administration
to study the risks of train acci-
dents on track unequipped with
automatic signals, noting that
federal regulations now permit
freight train speeds of up to 49
miles per hour on such track.

That regulation assumes that
all switches are properly aligned
and secure, said the Safety board,
and "such an assumption is not
justified.”

"The board added its belief
that railroads "have a profession-
al responsibility to assess the
risks of their operations, even if
not covered by government regu-
lation.”

THE DOV CHEMICAL Co. has
taken $12.2 million of insurance
through the Overseas Private In-
vestment Corp. (OPIC) to cover
its investment in the construction

and operation of a chemical plant

Now there's a strong home office team in every regional

office. All the talents and resources of the PEG six part

team are yours to enlist. Just call or write:

Marketing Department, Pacific Employers
Insurance Company, 4050 Wilshire Blvd.,
Los Angeles, CA 90010 -(213) 381-2577

Nl File SEMEELERRR

Marketing » Claims « Loss Control » Audit - Loss Histories « Underwriting

in Zagreb, Yugoslavia.

OPIC officials said last month
the Dow pact is the third and
largest ever negotiated through
investments in Yugoslavia. About
20 additional applications for cov-
erage of Yugoslav investments
are nearing the final stages of
completion.

Dow will own a 49% interest in
the plant, which will manufacture
polystyrene granules and plastic
products when it becomes opera-
tional in Mid-1975.

OPIC pr6vides political risk in-
surance against expropriation,
inconvertibility and war, revolu-
tion, or insurrection on U.S. in-
vestments in developing nations.

Yugoslavia was approved for
OPIC insurance, along with Ro-
mania, in 1972.

THE FEDERAL government
kicked off a massive media cam-
paign in Chicago to boost sales of
its crime insurance policies
against burglary and robbery
losses.

Targets of the campaign are
principally inner city business-
men and residents. Although the
insurance has been available in
Ilinois for almost three years,
fewer than 600 commercial and
residential policies have been
sold in the entire state, it was
said.

"Residents and business peo-
ple, particularly those in inner-
city areas, are just not aware of
the protection the program of-

fers," said federal insurance ad-
ministrator George F. Bernstein.
"We believe this- campaign, in
Chicago, will bring our message
to those who nnost need the cov-
erage."

Storekeepers and businessmen
can purchase burglary and or
robbery insurance in amounts up
to $15,000. For those with gross
receipts of under $100,000 a year,
$1,000 of holdup coverage costs
$60, burglary insurance is $50,
and a combination of the two is
$100.

Rates for coverage are uni-
form for the entire metropolitan
area and policies cannot be can-
celled because of losses. The
insurance can be purchased
through any agent or broker li-
censed to sell property or casual-
ty insurance.

THE OCCUPATIONAL Safety
and Health Administration puts
one million dollars on the line in
an attempt to show that the na-
tion's educational system has a
role to play in job safety and
health programs.

A $900,000
awarded to the American Assn.

contract was
of Community and Junior Col-
leges to develop short-term train-
ing programs for employers and
employes through the community
and junior college system.

Behavior Science Corp. won a
$106,000 contract to develop and
test a system for determining
minimum acceptable levels of
safety and health knowledge and
skill required by construction su-
pervisors.

The company is also to identify
organizations with the capability
and skill required to administer
a certification program for su-
pervisors once one has been de-
veloped and validated.

Pennsylvania State University
received a $33,000 contract to de-
velop, impleinent, and evaluate a
20-hour extension course on vo-
luntary compliance with federal
occupational safety and health
regulaticorns._. -

Bowes opens office

Bowes & Co. Inc., a specialty
market and reinsurance firm, an-
nounced the opening of a new of-
fice in Bloomington, Mn. Thomas
F. Burke, executive vp, will
manage the new office.
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COMPLETE INSURANCE MANAGEMENT
and ADVISORY SERVICES

Professional - Objective

' Herbert L. Jamison & Co.
New YorkNewrYork 100

Area Code 212 - 490-7600

CCH Help for Checking Plan
Compliance & Options Under

PENSION REFORM
ACT OF 1974 -

Prepared to re-evaluate pension plans, clause by clause, check compliance and select the most
beneficial options under stringent new rules? They set strict new fiduciary liability standards for
pension managers and trustees, promise safer, better-guaranteed benefits for workers; create new
problems for employers; offer generous pension-related tax breaks for self-employeds; control
activities of investment managers, banks, actuaries and the like.

To protect your interests, you urgently need to know how you're affected by: Mandatory rules
for coverage and vesting, which features a three-way option. Minimum funding standards backed by
sharp excise tax teeth. Tight fiduciary rules. Audited annual financial statements. Investment restrictions.
A new Pension Benefit Guaranty Corporation to collect insurance premiums from employers, pay
benefits if plans fail. Rigorous administration and enforcement, primarily by the IRS.

Qdommerce-&learing House, Inc.,
Chicago, 111. 60646 v &

Rush us copies of timely CCH guides to the new
0 Pension Reform Act as indicated at prices quoted. -

These new CCH books are ready to help guide you in the
necessary re-examination of any pension plan:

1. PENSION REFORM ACT OF 1974, Law and Explanation (4892). For pro-
fessionals who need in-depth detail on new pensio, reform rules, here's
the law and controlling Committee Reports in full text plus a clear CCH
explanation of requirements, opportunities, new features 352 pages,
6" x 9", heavy paper covers, topical index. Prices: 1 copy, $4.50: 2-9, $4.10
ea.; 10-24, $3.75 ea.; 25-49, $3.40 ea.

O Include sales tax where required. To save Nstage,
handling and billing charges, you may elect to send
remittance with order,

) Quantity
O Wanted

copies. Pension Reform Act of 1974, Law and
O Explanation (4892,-

2. EXPLANATION OF PENSION REFORM ACT OF 1974 (4891). All CCH-
explanatjon, no /aw text, for those who need to know who's affected, when
0 2. copies. Explanation of Pension Reforrr Act of

6" x 9", heavy paper covers, topical index. Prices: 1 -4 copies, $2.00 ea.; 1974 :4891) -

5-9, $1.80 ea.; 10-24, $1.76ea.; 25-49, $1.50 ea.

and how and what to do about it, but without technical details. 96 pages,

3, copies, New Tax Saving Plans for Self-Employed
(4890).

4, copies,(u%/v 1974 Pension Re_fosrm Highlights

). Minimum order two copie

3. NEW TAX SAVING PLANS FOR SELF-EMPLOYED (4890). Concisely
explains special new tax rules and benefits for self-employeds, plus new
"do-it-yourself" program for individuals. 32 pages, 6" x 9", heavy paper
covers, topical index. Prices: 1-4 copies, $1.50 ea.; 5-9, $1.30 ea., 10-24,
$1.20 ea.: 25-49, $1.10 ea.: 50-99,31.00 ea

EI Remittan.e herewith Bill me

Please incicate your CCH Account No.

4. NEW 1974 PENSION REFORM HIGHLIGHTS (4348) Easy-to-grasp - -
highlights of major benefits and changes - for widespread good will distribu-
tion. 48 pages, 25/8" x 4", heavy paper covers. Prices: 2-9 copies, $0.50 ea.
min. order two copies); 10-24, $0.40 ea.; 25-49, $0.36 ea. 50-249, $0.32 ea. . . .
( ) Check here kr Iarge-quantlty prices to distribute

with yoir imfrint: circle book number(s) you're
O interested in: 1 2 3 a4

To order titles you need setting out and explaining new pension rules, 0 Name
benefits and changes, use the coupon. Each is also ideal for large-quantity
good will distribution with your own imprint, please ask for prices. O Firm
O Attn
N St & No

COMMERCE.CLEARING, HouSE.,INC.- 0 City & State

PUBLISHERS sr TOPICAL LAV REPORTS ]/ 7/P

4025 W. PETERSON AVE.. CHICAGO. ILLINOIS 60646 4892-2545

T o receive 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.

o The American Hull Insurance
Syndicate has published an illus-
trated brochure entitled Serving
the World's Shipowners. In 20
pages, the brochure briefly de-
scribes the history, organization,
and operation of the 54-year-old
hull underwriting group. It is ad-
dressed particularly to vessel
owners, shipbuilders, insurance
brokers and others connected
with the operation and insurance
of ships. Its nontechnical ap-
proach makes it useful to stu-

dents and interested laymen.

Copies are available on request.

from American Hull Insurance
Syndicate, 99 John St., New
York, N.Y. 10038.

= A Guidebook to Occupational
Safety and Health. from Com-
merce Clearing House Inc., is de-
signed to help employers meet
their obligations and understand
their rights under the OSHA act.
This guidebook is written in plain
simple language and treats every
aspect of the law with emphasis
on matters of immediate concern
to employers: standards, inspec-
tions, citations and penalties. The
cost is $7.50 a copy. Write Com-
merce Clearing House, 4025 W.
Peterson Ave., Chicago, Il. 60646.

- The Mobile Living Communi-
cations Center, sponsoted by
Foremost Insurance Co; is con-
ducting its third campaign to en-
courage mobile home residents to
protect their homes from wind
damage by tying them down. The
tie-down concept isn't well un-
derstood by the public so the
center has made available Mobile
Homes and The Wind, a folder
full of original and informative
materials. For a free copy write
Mobile Living Communications

Center, P.O. Box 3431, Chicago,
1. 60654.

- Safety & Security For Super-
visors, released monthly by Man
& Manager Inc., provides an on-
going supervisory training pro-
gram that include questions and
answers on OSHA, a safety
checklist form, and case histories
and articles on all phases of in-
dustrial safety and security. For
a free sample issue and subscrip-
tion information write to Man &
Manager, 799 Broadway, New
York, N.Y. 10003.

- Directors and Officers Liabil-
ity is a new brochure available
from Stewart, Smith Manage-
ment Corp. The purpose of the
brochure is to give some insight
into the legal exposures of direc-
tors and officers and illustrate
how properly designed D&O can
protect them. The brochure is
available free from the company,
116 John St., New York, N.Y.
10038.

= A brochure titled Top Security
is available from Multra-Guard
Inc. The company's Multra-Sonic
2 system, a sound detection sys-
tem that allows a monitor to "lis-
ten” to noises on protected
premises, is highlighted. For a
free copy write Lon B. Fugate,
Multra-Guard Inc, 1930 IE. Pem-
broke Ave., Hampton, Va. 23663.

- Nationwide Boiler Rentals Inc.

publishes an Emergency Steam

Plan Analysis which shows how
to develop a company plan for
emergency boiler outages, with
suggestions of how to analyze
stearn dernand and minimize
plant interruption in case of boil-
er breakdown. For a copy write
Richard K. Bliss, Nationwide
Boiler Rentals Inc., 175 S. San

Antonio Rd., Los Altos, Ca. 94022.

= Claims Guide for Goods and
Merchandise is intended to serve
as a guide in the handling of loss-
es and damage to property while
in transit. For a free copy write
S. Hobart Lockett, Marine Claims
Department, Marsh & McLennan
Inc. 1221 Avenue of the Ameri-
cas, New York, N.Y. 10020.

- Kemper Insurance Cos. has
made available Guide-a concise,
common sense, layman's language
introduction to the intricate work
of insurance coverages. It is a non-
commercial description of options
for young people who probably
have had minimal exposure to in-

Guide

6

colninon sense
inlrortuction
to

4.rance

surance protection. It covers the
concept of insurance in addition
to specific sections on auto, home-
owners/tenant, life and income
protection insurance. Write Kemp-
er Insurance Cos., Public Relations
Department, Long Grove, Il. 60049.

- You Know Someone with a
Drinking Problem, a patient, a
business associate, a friend...
describes a southwest private
treatment facility for alcoholism,
La Hacienda. For a free copy of
the brochure write Fred Kotzen,
La Hacienda, 777 S. Post Oak,
Suite 600, Houston, Tx. 77024.

- Property and Casualty Risk
Consulting, by Towers, Perrin,
Forster & Crosby, is an outline of
procedures followed in a typical
risk consulting proj ect-from
risk identification to result anal-
ysis and yearly review. For a free
copy write Miriam Goldfine,
Towers, Perrin, Forster & Cros-
by, Three Penn Center, Philadel-
phia, Pa. 19102.

< Justin S. Lencke, an insurance
consultant, offers a brochure en-
titled Insurance Is a Puzzlement
which offers suggestions about
how to examine your policy to
find what it doesn't cover, where
it restricts your rights, in what
ways it fails to provide for your
exposures. Write Justin S. Lencke,
2528 Columbus Way South, St.
Petersburg, Fl. 33712.



. Fire Extinguishing Equipment
ts a pamphlet distributed by the
Safety First Products Corp. on its
commercial kitchen system, dry
chemical extinguishers, indus-
trial dry chemical and SF 1301
Hanlon total flooding system. For
a free copy write E. T. Robinson,
Safety First Products Corp., 3684
Meadow Lane, Cornwells Heights,
Pa. 19020.

. Recovery Plan. offered by Al-

lendale Insurance Cco., gives

helpful hints for developing a re-
covery plan after the loss.
Whether it be fire or flood, this
booklets tells how to check for
further loss and how to get back
to normal production. For a free
copy write Harrison H. Goff, Al-
lendale Insurance Co., Box 7500,
Allendale Park, Johnston, R.I.
02919.

= The Insurance Buyers Council
Inc. publishes a monthly digest of
developments and ideas con-
cerning employe benefits. As a
special offer to Business Insur-
surance readers, they will send to
you the next 12 issues for $3.00,
to cover the cost of mailing and
handling. Send your name and
address, along with a check, to
the Council, 22 East Rd., Towson,
Md. 21204.

. The RADA Advantage in Ter-
minal Funding describes the ter-
minal funding program handled by
Small/Parker/Ackerman Blossom
Inc. Prospective increases in
monthly income under profit-shar-
ing plans at termination of em-
ployment is - discussed. For a free
copy write the company, 1201
North St. Bldg., Peoria, Il. 61606.

- A Custom Service for Banks
describes the uni-group approach
to property management and
control and the diverse record
needs for bank owned, managed
or leased property. Bankers may
obtain this free booklet by wri-
ting E. J. Francione Jr., The
American Appraisal Co. Inc., 525
E. Michigan St., Milwaukee, Wi.
53201.

* Risk Management Consultants
Inc. (RIMCO) answers in its new
brochure the question, "Isn't
there someone around to give
professional advice about insur-
ance matters, but doesn't sell
insurance?” RIMCO's booklet
describes how the firm identifies,
evaluates and determines the
most feasible way to handle the
risks faced by your company. For
a free copy write Bill Mcintyre,
RIMCO Inc., 10300 North Central
Expressway, Suite 150, Dallas,
Tx. 75231.

- Jet Sense is an illustrated
booklet from Associated Aviation
Underwriters presenting useful
information for today's industrial
and general aviation jet pilot.
The booklet suggests ways to
prevent jet accidents by using the
j et plane properly. For a free
copy write R. Miller, Associated
Aviation Underwriters, 90 John
St., New York, N.Y. 10038.

. A four-page brochure describ-
ing the all-purpose wheel block,
Sta-Put Wheel Checks, is avail-
able from Sta-Put Enterprises
Inc. The wheel chocks are de-
scribed and illustrated with an
outline of their safety features.
F6r a free copy write Michael
Vigilante, Sta-Put Enterprises
Inc., 201 Willow St., Massapequa
Park, N.Y. 11762.

. Classrooms Where Experts
Learn describes the Safety First
Products Corp.'s fire school where
corporate executives can acquire
first hand experience in fighting
all types of industrial fires with
the latest dry chemical techni-
ques and equipment. Write E. T.
Robinson, Safety First Products

Corp., 3684 Meadow Lane, De-
partment Bl, Cornwells Heights,
Pa. 19020.

< In Boiler & Machinery Insur-
ance, it's the Whimper, not the
Bang That'11 Cost You is the title
and subject of American Interna-
tional Underwriter's new bro-
chure. It is available to agents,
brokers and risk managers by
writing to Dept. 12, AIU, 102
Maiden Lane, New York, N.Y.
10005.

- What Is Self Insurance? is a
compact brochure which defines
the idea of self-insurance, its po-
tential advantages and pitfalls,
and the services available in the
management of a self-insurance
program. The brochure is pub-
lished by the Transport Under-
writers Assn. For a free copy
write William B. Morrison, Vice
President, Self-lInsurance Admin.,
3670 Wilshire Blvd., Los Angeles,
Ca. 90010.
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EMBEZZLEMENT 'SJjhr send today for the
PROTECTION OF ASSETS MANUAL

Reference handbook and guide for preventive security.

Employee Dishonst.y. * 153*LIfl

The Protection of Assets Manual, written by two of the most
oustanding authors in the field of security, T. J. Walsh and R. J.
Healy, offers preventive measures and procedures lor coping with
potential perils and business hazards. The manual and monthly
supplements explain how to prctect against: Kidnapping, Fire,
Theft, Burglarv, Robbery, Fraud, Embezzlement, Employee

Dishonesty, and much more.

BAN K E I I 3 VE_ The Manual and service is now subscribed to by: Business

Managers, Insurance Executives, Bankers, Security Dealers,

A Brokers, Local and Federal Security Agencies, and others directly
or. indirectly involved with security handling and procedures.

If YOU have anything worth protecting-people, places, ideas-YOU

CoTORKR >@>xurft —

need The Protection of Assets Manual.

Published by:

Send For Subscription

First Year $1 35.00* 1 =1 1 IERRIT,

30 Day (Includi thly supplements) | THE IVIERRIT-T- COIVIPANY
ncluding mon

On-Approval Annual renevial only $7500. 11 -111 - |NSURORS PRESS PRODUCTS

7 Subscription * Plus shipping and local taxes.

On prepaid order, we pay shipping. 1661 9th Street 9.0. Box 1256 / Santa Monica, CA 90406

If only you had

AFC(Ys extra line
of credit.

Then you wouid dt

have to tie up
all that cash

for iInsurance
premiums.

Borrow the premiums from Afco. Pay us monthly or

quarterly, out of current income. You don't need a

compensating bank balance, you don't need to disturb

NEW YORK: 108 JOHN STREET, NEW YORK 10038

ATLANTA

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

BALTIMORE BOSTON CHICAGO

KANSAS CITY LOS ANGELES MiaAMI

your other lines of credit. And we're sure you'll be able to ~ew vork SAN FRANCISCO SEATTLE
CANADIAN- AFFILIATE: CAFO

HALIFAX MONTREAL TORONTO

think up a way of using that extra working capital. Ask

your insurance agent or broker about Afco. Now.

EDMONTON VANCOUVER
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Expo '74 ...

Continued fron: page 4
substantial exposure,” says Mr.
Black.

- Ski chairlift skyride: "In an
accident, this could be a catastro-
phe type of situation so we've

plugged extra rates into that."”

IN ADDITION, there are 40 to
50 American and foreign restau-
rants, and Canada island, a play-
ground/park for children.

Also, "We've got many millions
of dollars worth of property here.
We could be subject to a large
property loss in case of fire or
floods, etc.

"But we do have excellent fire
prevention and security,” Mr.
Black adds.

"AnNnd we spend a lot of time
with safety engineers: we have
one safety consultant on our
payroll in addition to Conti-
nental having three engineers

locally, available on a 24-hour
basis.”

Last fall, Expo's management
brought in outside consultants to
look at every aspect of the fair,
including an independent insur-
ance consultant. He reported to
Expo that "everything was in
order, but recommended that we
buy large deductibles, funded. By
now, Expo had money available.
The consultant recommended
$100.000 aggregate deductibles so
we went back into the market-
place; but since this had to be
done rapidly, we coul(in't secure
adequate premium savings and
decided against the deductible
method. The dividend return for-
mula provides as much savings at
the end, as a large deductible,”
says Mr. Black.

Any rmnoney rmade from the
fair, basically through admis-
sions, returns to the city of Spok-
ane. In turn, businessmen had
said they would make up any
deficit-there's not a big likelihood

that they will need to do this now.

INn retrospect, would he do it
again? Mr. Black admits that
"economically speaking. I'd have
been better off in my normal
course of business. It's been a
great experience; | wouldn't have
missed it. But next time, I'd say
—Let else the

sonneone have

honor.”

"ABOVE ALL," he adds: "We
have to compliment Continental for
having the guts to insure the fair,
especially since we at first didn't
know what we'd be up against.
They had to develop forms to fill
the holes. For opening day, we
told them, "You'll have boats
pulling glider flights at 50 mph,
2,000 pigeons that'11 be turned
loose, 12 hot air balloons-all
taking place over the President
of the United States, other digni-
taries and something like 85,000
people.' It was an underwriter's
nightmare but Continental took it

=all irm stricde_"" -—

Continued from page 6
during that period would receive
$4,080 a year.

Property/liability coverage is
pretty straightforward under Mr.
Swinhart, who tips his hat to low
deductibles in both areas.

A $110 million property policy,
with a $1,000 deductible, from
Commercial Union protects three
of the four Southern California
groups. Mr. Swinhart described it
as a broad fire policy which cov-
ers business interruption and
earthquake losses.

Work-in-process is the other
principal property policy. Its job
is to protect hardware such as the
satellites that TRV manufactures
for NASA and the military. Ac-
tually a collection of eight differ-
ent policies, the work-in-process
insurance has as its primary
carriers Aetna Life & Casualty
Insurance Co., CNA and Hartford

FRICTION
INSURANCE

Thanks to Chromalloy's patented

process, vital metal parts are anti-
friction coated-"chromalized" to

protect against abrasion, corrosion
and high temperature in fan jet
engines such as the one pictured here.

Through its local representative,
R.El Jones of St. Louis, Inc., The Home
Insurance Company delivers multiple
line coverage for this multinational
giant. The program includes property,
casuallM and liability insurance sophis-
ticated enough to fit its growing in-
terest in metals, consumer products
and services, pharmaceuticals, textiles,
building products and more.

Your business insurance needs may
be local or multinational, simple or
complex. In any case, Home has what
it takes. Contact your broker or look for
your Home agent in the Yellow Pages.

Home
INnsurance

Companies

A CITY INVESTING COMPANY GROUP

Insurance companies.

Mr. Swinhart, who previously
worked for The Travelers Insur-
ance Co. and Great American In-
surance Co., says he likes the
buying side of corporate insur-
ance.

He pointed out that loss pre-
vention has been an integral part
of TRW's operation for more
than a decade. The West Coast
groups maintain a health and
safety department with a staff of
engineers. The department is
only one reason why the newer
facilities, according to Mr. Gra-
ham, are HPR-rated.

ON THE LIABILITY side,
TRW West Coast has a compre-
hensive policy underwritten by
Continental Insurance Co., New
York. One of the central aims of
the policy is to protect TRW
Credit Data, an Anaheim-based
supplying
credit information, the insurance
manager disclosed. He said the
division could be vulnerable to

concern consumer

lawsuits for libel, slander and
personal injury. He indicated
that the deductible in this policy
is higher than other deductibles
carried by the company.

Supplying excess layers for the
policy are CNA and American
Home Assurance Co.

DelLeuw Cather & Co., a TRW
engineering subsidiary based in
Chicago, boasts the other major
corporate liability concern for
TRW: for professional liability.

Workmen's compensation in-
surance, first-dollar coverage, is
also from Continental Insurance
Co. "For us, self insurance is not
the answer,” Mr. Swinhart com-

T me—— e <<% _

NY cabbies

losecoverage
for liability

NEwWwW YORK-Approximately
800 of the city-ss taxicab drivers
have been informed their liabil-
ity coverage is being cancelled as
of Aug. 31, due to the liquidation
of their insurance company.

The existence of the company,
Shamrock Casualty Co., a whol-
ly-owned subsidiary of Winford
Boldings Inc., is being terminated
under a New York County su-
preme court ruling that permits
the state insurance department to
liquidate the company.

According to the insurance de-
partment, Shamrock's books re-
flected a $133,378,78 insolvency
as of Dec. 31, 1972.

Auto liability, physical damage
and assigned risk policies in force
on Shamrock's books as of July
26 were temporarily assumed by
Eagle Insurance Co.

A spokesman for the state in-
surance department told Business
Insurance that city taxicab driv-
ers holding Shamrock policies
have been informed their cover-
age will cease Aug. 31, "and
we've advised them to seek other
coverage.”

Shamrock, a New York-based
company, was authorized to tran-
sact business only in the state of
New York.

New Hall of Fame

Bruce H. Smith, executive vp
of the National Assn. of Indepen-
dent Insurance Adjusters, was
elected chairman of the board of
governors for the Insurance Hall
of Fame. The Insurance Hall of
Fame, sponsored by the Griffith
Foundation for Insurance Educa-
tion at Ohio State University, an-
nually recognizes "outstanding
men for their vision, integrity,
innovation, enterprise and lead-
ership in the field of insurance.”



visgo
homework

Consider some of the things that are happening in the insurance industry
today...OSHA legislation...a continuing interest in self insurance and the
captive company concept...the dramatic increase in the number and size of
products liability claims...spiraling court costs and awards.. .increasing

pressures in the area of employee benefits programs...and much, much more.

Now consider how these developments can affect your company's exposures.
! Unnerving, isn't it?

It doesn't have to be. Not if you've got the right insurance broker behind you.
Someone who knows the insurance market inside and out . ..someone
who is thoroughly skilled in custom designing the right type of protection
plans for your various exposures...someone who can save you additional
premium dollars by instituting an effective loss control program . ..someone
who follows through by constantly reviewing your total protection package
and makes changes when and where they are needed ... someone,
in short, who does his homework.

Doing our homework has been a Corroon & Black trademark for nearly
70 years. It's helped us become one of the largest and most knowledgeable
brokers in the world today, one fully capable of meeting the insurance
challenges ot tomorrow.

S0, next time you're in the market for a truly professional brokerage service,
contact the Corroon & Black office nearest you. You'll find we do
a lot more than just buy insurance.

CORROON & BLACK

We make it our business to understand your business.

,a«_sMT
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Pension reform /aw...

Continued from page 1

that would allow the insurer to
refuse all but legal defense costs
to a trustee guilty of any criminal
act.

The Labor department already
requires fund trustees to be bond-
ed to protect the fund against pos-
sible fraud.

THIS LANGUAGE, plus the
wider-ranging fiduciary require-
ments of the bill, is causing ner-
vousness among fund trustees,
most of whom, according to in-
surance sources, are not now pro-

tected against personal liability
claims.

"Al lot of union trustees are
clearly going to feel they are
more likely than ever to be liable
and they are going to want pro-
tection,” a Washington official of
the AFL-CIO, familiar with pen-

Two years ago thousands of people responded to a

sions, told Business Insurance.

"It's obviously an area where
insurance is going to be sold in
large amounts," he said.

"It's going to be a complete
new world for trustees, especially
in the smaller union plans where
they are not completely educated
about transactions involving plan
assets," said an official for Marsh
& MclLennan Inc.

"There was never a need for it
before,"” according to a spokes-
man at the American Society of
Insurance Management, speaking
about trustee liability coverage.
"It's a whole new ball game.”

The brokerage community de-
scription of this market as limited
may be an understatement. What
little coverage is available at this
time is limited to trustees of joint-
ly-managed (union-management)
pension plans, Business Insurance

similar offer we made on this extinguisher. We're glad they

did. In fact, a couple in New England report theirs saved the

house from burning down.

This quality, rechargeable unit has a large 5-lb.
capacity of dry chemical powder. Listed by Underwriters

Laboratories (UL), it will put out the three major classes of

fire... including paper, wood, grease, oil, gasoline and

electrical.

Fortunately for us, this unit cannot put out

volcanoes. We're "Little" Aetna, the property and casualty
insurance company with some hot ideas on
insurance. We hope you'll remember us next

time you're in the market for insurance. Our
products are available through independent

insurance agents.

——

"Little" Aetna. The hot one.

aetna

learned.

A major underwriter of what is
known as trustees protective li-
ability insurance is Stewart, Smith
Management Corp., the prominent
surplus lines brokerage house,
which is managing underwriter on
the package for Chicago-based
CNA.

LLOYD'S OF LONDON is
another major underwriter in in-
crements of $250,000 up to $10
million. The policies are handled
exclusively through the Profes-
sional Indemnity Agency, India-
napolis. They cover trustees and
fiducaries for their acts and for the
acts of their agents, but do not
cover the agents themselves.

Aetna Life and Casualty and
First State Insurance Co., Boston,
are also underwriters in the field.

Stewart,
limits of $5 million and even $10

Smith now writes
million per policy, although most
policies over $3 miillion are

shunted into excess markets,

Norrnan DuBois of Stewart,
Smith said.

There is a $500 deductible for
welfare plan trustees and a $5,-
000 deductible on trustee liability
coverage for pension plan trustees.

Minimum premiums for a three-
year contract total $2,100 for wel-
fare plans anticipating contribu-
tions of up to $200,000 a year, and
$3,500 for pension plans with assets
of up to $500,000, Mr. DuBois said.

There are no definite plans at
this time to extend the coverage
to trustees of single-employer
plans, he said.

AN official at Alexander &
Alexander Inc. said further that
sponsors of single-employer
plans may not be able to cover
their fund trustees by simply ex-
tending their regular directors’
and officers' coverage.

"What you're really covering is
proper investment and you'll
probably have to go the route of
a specialty company,” he said.

The phasing-in of other areas

Mail to: Aetna Fire Extinguisher Offer

American LaFrance

P.O. Box 250, Ranson, WV 25438

Please send me

extinguishers @ $19.95* * each

(includes postage and handling). Payment is enclosed.

Make out check or money order to American

LaFrance. DO NOT SEND CASH.

Name

Addre

City

State

Zip

** Add appropriate sales tax. Allow 4-6 weeks for delivery. Offer good
until October 25,1974, and only in continental U.S.A

insurance companies
Property and Casualty Affiliates of
Connecticut General Life Insurance Company

little'Ketna repeats ahotoffer.

Get this $44.70*American LaFrance fire extinguisher
for $19.95. O

It can't put out volcanoes.

El

aetna

Insurance compames

*Manufacturer's suggested retail price.

of the pension reform bill was set
at a final meeting of Senate and
House conferees held late last
month.

Pension benefits insurance for
multi-employer plans will not
become effective until Jan. 1,
1978, although those plans will
begin paying initial premiums of
50 cents per participant per year
immediately. The initial single
employer plan premium is $ 1 per
participant.

LABOR DEPARTMENT offi-
cials say premium bills will prob-
ably be sent early next year
calling for 1975 premiums and
prorated 1974 premiums.

New vesting, participation, and
funding requirements become
immediately applicable for new
plans established after the bill is
signed into law.

For funds already in existence
on enactment date, the new rules
come into force the first plan
year starting after Dec. 31, 1975.

The participation rule will re-
quire a company to enroll any
employe with one year of service
at age 25 into the pension plan. A
"lookback"” will give a young em-
ploye up to three years of past
service credit.

The vesting rule allows either
100% vesting after 10 years; 25%
after five years, 50% after 10
yeam, and 10% after 15 years; or
the rule-of-45, where an employe
must be 50% vested when his age
plus years of service total 45,
providing he is not less than 50 %
vested after 10 years. ,

ASIM chapter

opposes part

of state law

Massachusetts

BOSTON-The
Insurance Buyers' Assn. chapter
of ASIM, registered it opposition
to a restrictive provision of the
newly-passed state law govern-
ing group marketed auto and
homeowner insurance.

In a letter sent to governor
Francis VW. Sargent by Galt
Grant of Polaroid Corp., presi-
dent of the chapter, the ASIM
chapter said it opposes the por-
tion of the law which sets a 35 %
enrollment quota within one year
on any mass marketed group auto
and/or homeowners insurance
plans.

The Massachusetts group mar-
keting of automobile and home-
owners' insurance law (MGL
chapter 175, section 193R) states
" ... at least 35 % are insured
within one year of the effective
dateoftheplan...”

THE RISK AND insurance
managers said they "strongly
object to any such unnecessary
the

restrictions in insurance

marketplace which may benefit a
segment of the insurance sales
profession to the probable detri-
ment of the ultimate consumer.”

If a plan must be discontinued
as a result of this provision, the
letter continued, an employe can
lose automobile insurance dis-
counts of up to 14% and home-
owners' insurance discounts of up
to 20%, along with the conven-
ience of being able to pay his
insurance premiums on a payroll
deduction basis with no carrying
or interest charge

"It is clear that a mass mer-
chandising plan for personal in-
surance is not the best answer for
everyone. Many will not and
should not join such a plan,"” Mr.
Galt's letter to the governor con-
ceded. "However, we feel the
consumer should have a choice
and not be restricted by artificial
quotas of any type.” -



Propose Social Security bail out
the Railroad Retirement System

WASHINGTON-Railroad
dustry and labor officials last
month began the ticklish job of
convincing Congress that the So-
cial Security system should as-
sume an estimated $4 billion

obligation for railroad worker re-
tirement benefits.

in-

That is perhaps the most costly
and controversial item in a com-
plex bill presented to the House
interstate and foreign commerce
committee that is designed to
the Railroad Retirement
System from a financial collapse
predicted for the early 1980's.

The $4 billion is the cost put on
phasing out what are known as
"dual benefits," the financial
cross that railroad officials say
has driven the railroad retire-
ment fund to the brink of bank-
ruptcy.

save

"ALONE AMONG workers in
the private sector, railroad em-
ployes have been allowed to qual-
ify for, in substance, two Social
Security  penefits-one o= o
component of their railroad re-
tirement benefit and another
under the Social Security Act as
a result of employment in anoth-
er industry," William E. Demp-
sey, chairman of the National
Railway Conference and spokes-
man for the railroads, told the
committee.

"This results in a windfall to
those workers who qualify under
both systems (about 40% of the
railroad work force)," he said.
"The total of worker's two (Social
Security) benefits is larger than
would be a single benefit based
upon combined railroad and non-
railroad employment.”

The cost of financing this
"windfall" portion of the benefit

has been charged to the railroad
retirement system.

"Last year dual benefits cost
the railroad retirement system
$300 million," Mr. Dempsey said.
The drain from dual benefit pay-
ments now accounts for most the
system's current deficit of 9% of
annual payroll.

The bill to reform the railroad

Workers get
group auto

HARTFORD, CT.-The mail
handlers' division of the Laborers
International Union became the
fourth national postal organiza-
tion to sign with Travelers Insur-
ance Co. for a payroll deduction
auto insurance program that will
tc);over all the union's 47,000 mem-

The program was kicked off in
July when the first mailing de-
scribing it was sent to union mem-
bers, a Travelers spokesman
told Business Insurance.

Premium are to be
"strictly on an individual basis,"
the spokesman said, with no em-
ployer contribution.

The U.S. Postal Service, how-
ever, will provide the machinery
necessary for making the payroll
deductions, as arranged in collec-
tive bargaining agreements with
the various postal unions in

1 = = = _ -

rates

Joe Hunt re-elected

Joe B. Hunt, Oklahoma's insur-
ance commissioner, was re-elect-
ed for a new four-year term
beginning Jan. 1, 1975. No other
candidates filed akainst him. Mr.
Hunt is now serving his 20th year
as Oklahoma's insurance commis-
sioner.

retirement system (H.R. 15301)
would do away with these dual
benefits in favor of computing a
single Social Security benefit
based on railroad and non-rail-
road service combined.

HOWEVER, negotiations on the

bill with railroad unions have re-
suited in a plan that would main-
tain dual benefits for those now
receiving them and for a limited
number of emloyes still working
but who have qualified for them.

The $4 billion price tag is what
it is expected to cost to phase out
these benefits and that, says the
railroad industry, should be born
by the Social Security System.

The dual benefits "basi-
cally are Social Security bene-

fits," Mr. Dempsey said, and« the
railroad industry and it's
employers have already paid out
$4 billion through the retirement
system to fund them.

The bill goes further to re-
structure the railroad retirement
system, but falls short, due to
union pressure, of scrapping it
entirely in favor of a benefit sys-
tem more commonly used in pri-
vate industry-Social  gecurity
combined with a company spon-
sored retirement benefit.

Under the joint industry-labor
proposal, railroad workers would
receive two distinct benefits-
one computed by the Social Se-
curity formula applied to railroad
and non-railroad earnings and
what amounts to an industry

pension calculated against only
railroad service and funded by
railroad contributions. Both would
be computed and paid through the
Railroad Retirement System.
The industry's supplemental
pension would include cost-of-
living increases for those retiring
and for those already retired, the
later being a step many private
plans have been reluctant to take.
Pension levels for employes
still active would increase at a
rate reflecting 65 % of the Con-
Price Index. Retired
workers would receive increases
reflecting 32.5 % of the CPI

boosts.

surner

RETIREES WOULD get their
first CPI increase July 1, 1977,
and annually on that date for the
next three years. The first cost-
of-living boost in pensions calcu-
lated for still active employes
would come Jan. 1, 1978, and on

that date for three years after-
wards.

The pension formula for the
supplementary benefit would be
calculated on two factors--career
railroad earnings and a flat dol-
lar amount per year of service.

The bill would also provide full
tenefits, including supplemental
annuities, to employes who retire
early at age 60 with 30 years' ser-
vice, and full spouse annuities at
age 60 to the spouses of such em-
ployes.

Widows benefits would be in-
creased to 130% of the compara-
tie Social Security benefit from
the present 100 %.

The bill's progress through
Congress could well be complex.
Before it is offer, the proposed
changes in Social Security costs
are expected to drag in the Sen-
ate finance and House ways and
means committees.

Mr. Dempsey warned, howev-
er, that if Social Security refuses
to assume the added benefit
costs, "there is no hope of saving
the railroad retirement system.”

Self-insurance.

If you find it self-serving,
James is all for it.

For some companies, self-
insurance fits intothe risk
management picture very
well. For others, not at all.
One of James' strengths is
the ability to spot the dif-
ference. For corporate

clients and prospects. At
home and abroad.

We install and admin-

ister self-insurance plans,
and have for years. In fact,
our Paige Division
launchedoneoftheearliest
plans fora major American
Corporation, in 1938.
After all these years, it's
still producing important
savings and cash-flow
benefitswithoutsacrificing

protection. Which is pre-
cisely how self-insurance
is supposed to work.

Making self-insurance
worktakes strong capabili-
ties. In claim handling and
safety engineering.

Jameshasthespecialists
and services. And uses
them all in a unified drive
toward just one goal. More
effective risk management
for all our clients.

Can your company use
self-insurance as a means
to more effective risk
management?Ask James.
You'll get all answer that

serves your Corporate
interest.

James
Risk Management

Fred. S. James & Co., Inc.
Insurance Brokers and Consultants since 1858

MORE THAN 80 OFFICES TO SERVE YOU THROUGHOUT THE WORLD
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editorial opinions

Now lefs reform Social Security

T OW THAT CONGRESS has almost finished its work
1 V on reform legislation for the private pension system,
we believe it's time it got down to another major problem:
reforming the Social Security system.

In its new pension reform legislation, the Congress has de-
manded fiscal responsibility of the private pension system,
yet it has shown little or no such responsibility with the So-
cial Security system. It has greatly increased the system's
benefits, without increasing the taxes to pay for them.

According to one recent estimate, by 1990 the average
worker and his employer will each be paying $2,070.45 into
the system each year, but the system will be paying out $20
billion more in benefits than it takes in.

And even these figures are based on obsolete assumptions,
so the picture is probably far worse. According to the Wall
Street Journal, deficits on the order of $20 billion a year
could arrive by 1980.

Meanwhile, treasury department figures show that the un-
funded liability of the Social Security system is already $2.1
trillion. Will Coneress insist that this be funded over 30 years
or 40 years as it insists companies fund their pension funds'
liabilities?

What does Social Security have to do with the private pen-
sion system?

First, as the extent of the troubles of the system grow, the
government could well eye the assets of the private pension
system as a source of a much needed transfusion of new as-
sets. Some well informed authorities in the private pension
system feel that absorption of the private system by Social
Security is perhaps less than 10 years away.

Second, if action is taken to put the Social Security system
back on a sound financial footing, the taxes will certainly
have to rise. This will be an added drain on the corporate
treasury. The longer this is delayed, the greater will be the
drain.

At the same time, Social Security benefits will have to be
held steady or even cut back, so that the private system's
1Elaenefits will have to carry the load of keeping pace with in-

ation.

There is no doubt that putting Social Security back on a
sound financial basis will hurt the company and the employe
through higher contributions. But it is infinitely preferable
to absorption of the private system by the government.

As we have pointed out in the past, the costs will rise even
more if the private system is swallowed up by the Social Se-
curity system. Government bureaucracies are notoriously in-
efficient compared with private enterprise, and this will
certainly be true in the administration of pension assets.

Further, the Social Security system, at least as presently
regulated, can't invest in corporate securities, or even treas-
ury bills. It thus misses a chance to grow with the economy,
or to earn higher returns.

Companies will have no control over increases in benefits
which they now negotiate with their employes. And they will
have no say in the timing of the payments into the system.

We believe that the pension industry-that is, pension fund
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trustees, administrators, managers and actuaries-can act to
prevent the demise of the private pension system.

The industry can first of all publicize the disastrous finan-
cial condition of the Social Security system to members of
the private pension system, and explain what it means to the
average worker.

The workers should be told that the Social Security sys-
tem at present -is a giant chain letter which must get more
expensive if it is not to break down sometime in the future,
since there will be fewer workers to carry the load. Those
who will still be working in 1990 should be gravely con-
cerned. This warning could be achieved through corporate
communications programs and public relations efforts such
as speeches at well-reported conferences.

Further, the industry brought a great deal of pressure to
bear in Washington in an effort to influence the shape of the
pension reform legislation.

A similar effort should be mounted to influence Congress
to take a new look at the Social Security system-from its
objectives to its methods and its future. Congress should be
exposed to the work of actuaries such as Geoffrey Calvert, a
consulting actuary in British Columbia, Robert Kaplan of
Carnegie-Mellon University and Roman Weil of the Uni-
versity of Chicago. These men have exposed the Social Secur-
ity system and the dangers it is presenting.

Getting a member of Congress to vote against a Social Se-
curity increase is like asking for a vote against motherhood.
Many members of Congress seem to think that such a vote
would jeopardize their political futures.

But this can be overcome if the industry can make a suffi-
cient number of workers concerned about the condition of
the system and how it could affect them.

When the workers realize that if the company's private
pension plan is absorbed by the government system, their
benefits at some stage will have be reduced to a level lower
than they now expect, Congress will hear about it.

If action is taken immediately to better fund the system,
taxes will have to rise by 50% or 75%, according to Kaplan
and Weil. But that much medicine now is better than a lot
more later. And it would probably allow a reserve to be
built up. This reserve could be invested in higher-return
investments than the flower bonds, and the return might
eventually lower costs.

We believe reform of the Social Security system is an ur-
gent matter deserving the attention and efforts of all who are
interested in preserving the private pension system.

We also believe that united effort on the part of all on lines
suggested above will be effective in influencing Congress to
carry out that reform. Let's not leave it until it is too late to
act. Last-minute efforts to head off trouble are more often

than not doomed to failure.

(The above editorial first appeared in the August 12 issue
Of our Sister publication, Pensions & Investments. It is re-
printed here because we jeet the issue is a vital one to
Business Insurance readers as well.)

letters

This column is a reader's for-
um. Letters are welcome. Address
Letters to the Editor Business In-
surance, 708 Third Ave., New
York, N.Y. 10017.

Tempting enticement

To the Editor: | read with in-
terest, your editorial in the June
24, 1974 issue of Busitness Insur-
ance, concerning the views of Mr.
George J. Stewart, of Stewart,
Smith Inc. on the subject of kid-
nap insurance.

Perhaps the reason Mr. Stew-
art's views are not shared by
underwriters is that the burglar
always had direct access to the
money or other property and
knew it was there, whereas when
a kidnapping takes place, the
felon is trusting that the victim’'s
associates can come up with the
money. The presence of corporate
insurance funds to come up with
at least a substantial amount of
money would seem to be a tempt-
ing enticement for some of those
in our society that are inclined
this way.

Knight H. Berman

Executive vp, |I. Berman Co.
Inc., Montgomery, Al.

Acupuncture interest

To the Editor: In your July 8
issue you published an article
entitled "Malpractice cover for
acupuncture available”.

| would appreciate your advis-
ing me of the person to contact
and the address of the Marmor-
stein Agencies Inc. in New Jersey.

sey.
Dr. Robert L. Thatcher

Rosedale Chiropractic Clinic
P.A., St. Paul, Mn.

Editors reply: The address of
the Marmorstein Agencies is Post
Office Box 586, Paramus, N.J.
07652.

Contacting agency

To the Editor: In your June 24,
1974 issue you make reference to
the Lyle Agency in Wellesley,
Massachusetts. | am interested in
contacting this agency on several
items and | would appreciate it if
you could forward their address
to me.

James A. Fink

Tyler, Fletcher, Fink Ltd._,
Champaign, n.

Editor's reply: Mr. Louis Lyle,
president of the Lyle Agency can
be contacted at 40 Grove St.,
Wellesley, Ma.
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Troubled carrier cancels

AGENTS BROKERS-RISK MANAGERS

OUR MARKETS FOR ...

LOS ANGELES-VWith their

AGGREGATE EXCESS---SPECIFIC EXCESS malpractice insurance company in

serious financial trouble, approxi-
SELF-INSURERS BONDS mately 2,300 California physicians

not only lost their professional

WORKMEN'S COMPENSATION SELF-INSURANCE

liability coverage, but are being

STOP-LOSS COVERAGES AND ADMINISTRATION assessed additional amounts up to
90 % of their premiums to insure
...-. ARE BROAD, FLEXIBLE AND READY future claims are paid.

Casualty Indemnity Exchange,

(CIE), citing a deficit of "almost

TRY US $3 million," according to the Cal-

ifornia department of insurance,

CALL (803) 2424350 cancelled all - its malpractice in-

YOUR DIRECT LINE TO SAVING surance policies in the state in
March.

HEWITT, COLEMAN & ASSOCIATEN, ILVC. T @ssure the Missour-based

reciprocal group will be able to
BOX 3665, GREENVILLE, S.C. 29608 pay all future claims arising out
of medical malpractice suits in
California, a plan to assess all

Become a card carrying capitalist.

uUs //#A

ife line

ff

Nno h american This telephone card is designed to help you make more
life line group sales. It's your direct line to our home office mass
e marketing specialists. It will get you fast frank answers

- to your questions without subjecting you to the old "run-
(800) 328-7402

| Call t#.for fast answe.
L Aa- 1.l Asinal about Ins/rolly

around" of being transferred from person to person.
Here's how it works. When you need mass marketing
information just call the number. Give your name and

IT'S YOURS FREEE yourspecial NALAC account number... and we're atyour
service. We think you'll find that your North American Life Line card is a very valu-
able addition to the service currently provided by our company underwriters. Send
for your free card today. Call 800-328-7402 or write to: Mass Marketing Division,

North American Life and Casualty Company, 1750 Hennepin Avenue, Minneapolis,
Minnesota 55403. You'll be richer for it.

CE» north_american

1750 Hennepin Avenue, Minneapolis. Minnesota 55403

policy; holders pay

CIE policyholders was recently
approved by Gleeson D. Payne,
California insurance commission-
"This could range from $300 to
$9,000 for each policyholder, de-
pending on the amount of his
coverage," Mr. Payne estimated.

THE FUNDS will be deposited

in a trust account under the j oint
control of the insurance commis-
sioner and the attorney for CIE,
Mr. Payne stated. The trust fund
will remain in existence for six to
ten years, another spokesman for
the California insurance depart-
rnent said.
ANy monies remaining in ex-
cess of the statutorily-required
net worth after all future claims
are met will be refunded to poli-
cyholders.

The California insurance com-
missioner said the department is
attempting to secure assignment
of any reinsurance recoverable
on California claims directly to
the benefit of California claim-
ants so these amounts may ac-
crue to CIE's outstanding

liabilities in the state.

CIE'S ACTION affects primar-
ily individual policyholders, a
spokesman for the California in-
surance department said, though

there are some associations of
five or six doctors involved," he
added.

The assessment will be based
on premiums paid from May,
1973 to March, 1974, the spokes-
man said.

Since cancellation of their poli-
cies by CIE, the physicians have
sought and found other coverage,
the spokesmen noted.

After an examination of CIE in
1972 revealed that premiums
were inadequate to cover losses
and expenses, the insurance com-
pany attempted to raise its mal-
practice rates by more than
100%, Mr. Payne stated. Pressure
fronn subscribers and agents
caused CIE to reduce the rate in-
crease to 30%.

"We warned policyholders at
that time they were simply
delaying the inevitable,” Mr.
FPayvimneae ss=aid. -

Hospital and
doctors sued

DALLAS, OR.-The Cedar-
wood Nursing Center Inc., of In-
dependence, Or., a Portland
hospital and two of its doctors
have been named in a $2,600,000
damage suit alleging wrongful
death.

The suit was filed in circuit
court by Elizabeth E. Hewitt in
the death of her father, Levelle
M. Hewitt. He died in 1973, at age
72 in a Kaiser Foundation hospi-
tal in Portland.

The suit alleges Mr. Hewitt
died of gangrene resulting from
negligence in caring for him after
he underwent an operation to re-

move a toe.

DEFENDANTS in the action are
the nursing home and its admin-
istrator, Donald M. Killen; Drs.
J.G. Rogers and William Couro-
gen, both of Portland; Kaiser
Foundation Hospitals and Per-
manente Services of Oregon Inc.,
which was the clinic employing
the doctors.

The suit seeks $1 million in pu-
nitive damages, $250,000 in gen-
eral damages, and $1,350,000 for
burial and memorial service

e poer s e=s - [ gn an 1



Your corporate executives
getayearly physical.

Shouldnt your
corporate facilities??

1 . Chances are your corporate

= #"J\JJJ executives get a yearly check up.

Chances are not too likely, however,

-+ that your corporate facilities get a
- " yearly check up.
= Ifyou were an Allendale

C insured they would. They would,
Decause at Allendale we'e vitaly

concerned with seeing to it that no

hazards crop up from year to year
that might destroy your productivity.

Through our vast knowledge of
o loss prevention we've saved our
insureds millions.

Shouldn't this be the year for
d you to become an Allendale
policyholder? Allendale Mutual
Insurance Company, Allendale Park, Johnston, Rhode Island 02919.
Associates: New Providence Corporation, underwriting manager
for Amliated FM Insurance Company and Appalachian Insurance

Company.

LZZZ1"1
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EST. 1899

DAVIS, BORLAND & CO.

INSURANCE BROKERS

99 CHURCH ST., N.Y,, N.Y. 10007 TEL: (212) 964-2500

$1 billion flood damage
suit dismissed by court

HARRISBURG, PA.-The Com-
monwealth of Pennsylvania's $1
billion flood damage suit against

the federal government and the
National Assn. of Flood Insurers
has been dismissed in U.S. district
court.

Judge James L. Latchum said
the state failed on all counts to
prove its claims for damages in
the floods of June, 1972.

The suit, filed by deputy state
attorneys general Lawrence Sil-
ver and Catherine H. Larkin, was
based on the alleged failure of
the Department of Housing and
Urban Development (HUI)) and
the flood insurers to publicize the
availability of flood insurance.

The suit was tied to an October,
1973, letter to HUD from Herbert

Time for action.

Al truck skids into an interstate bus. A time for
decisive action. Eighteen injured passengers are
treated and released to return to their homes in
12 cities in 5 different states. And GAB's local
adjusters in all 12 cities go into acton, negotiat-
ing and-settling-quickly and satisfactorily-

each of these claims.

A GAB adjuster in action is both decisive and
sensitive. 1. Sensitive to the anxieties of the in-
jured and his family. Your GAB adjuster makes
certain that the injured party feels he is being
treated fairly with minimum fuss. 2. Sensitive to
the insured's position. Your GAB adjuster makes
contact immediately. And keeps you informed.
We take control and work quickly toward a rea-
sonable conclusion.

Casualty adjustment is a difficult, sensitive
skill that GAB handles in a meticulous, friendly
manner. When we're on the scene, you can ex-
pect fast, professional attention to your claims.
GAB, property and casualty adjusters. In action.
Everywhere. For your local GAB office, look
under Adjusters in your Yellow Pages. Or write
to: GAB, 123 William Street, New York, N. Y.
10038. (212) 791-8000.

Decisive.Sensitive.

S. Denenberg, then the state in-
surance commissioner.

Mr. Denenberg's letter con-
tended that property losses sus-
tained in the flood "could have,
and would have, been insured
but were not.”

The Denenberg letter also said
that "the flood damages cannot
be calculated” but that "reason-
able estimates exceed $1 billion,
and demand is therefore made
for that.”

JUDGE LATCHUM'S opinion
said that "not under any stretch
of the imagination” could the Na-
tional Flood Insurance Act or an
agreement between HUD and in-
surers be said to impose duties on
either group of defendants to pub-
licize the flood protection.

The judge said the state's argu-
ment "completely fails to recog-
nize the distinction between a
right and a duty.” He said Mr.
Denenberg's letter to HUD was
"legally deficient as a proper ad-
ministrative claim” on at least
four counts:

"It was not presented by the
owners of damaged property-no
owners are mentioned in the
Denenberg letter.

"No claim was presented on
behalf of the Commonwealth.

"The letter was unaccompanied
by any documentary evidence" of
his authority to present claims on
behalf of unnamed owners.

"No sum-certain was estab-
lished.”

MR. DENENBERG had pro-
posed that the federal govern-
ment establish a $1 billion trust
fund to be administered by the
state on behalf of flood victims.

Judge Latchum held that be-
cause Mr. Denenberg's letter did
not meet the "absolute prerequi-
site" of a proper initial claim to a
federal agency, his court lacked
jurisdiction.

"The Commonwealth's corm-
plaint is reduced to a general re-
quest that this court oversee the
entire operation of the National
Flood Insurance Act-a state of
affairs even the Commonwealth
concedes is not within the juris-
diction of this court,” his opinion
said.

The state's suit, filed in middle
district court in Scranton, was
argued in Harrisburg before Judge
Latchum after all Pennsylvania
judges on the federal bench dis-
qualified themselves. Judge Latch-
um is from Wilmington, Del. -

AIG forms
Oil Rig Inc.

NEVV YORK-American Inter-
national Group Inc. has formed a
new brokerage subsidiary, AIG
Oil Rig Inc. in an effort to ex-
pand its property and liability
capabilities for offshore drilling
and production operations.

Coverage offered by the firm
will include marine liability,
drilling vessels, platforms, barges,
drilling equipment, removal of de-
bris and other related insurance
and reinsurance. Pollution liability
coverage will also be offered.

Headquartered in New York,
the firm plans to gain its tech-
nical, underwriting and interna-
tional service expertise from other
AIG companies involved in the
petroleum market.

Officers of the new subsidiary
include M.R. Greenberg, chair-
man, E.A.G. Manton, vice chair-
man, H.L. Kleinoeder, president
and B.J. Tully, executive vp. -



Whatever you need, we'll come

hell-bent forleather.

We'll ride shotgun on all your shipments-land, air or
sea. With commercial inland marine and ocean

marine insurance tailored and priced to meet your
special needs.
We'll take on tough jobs like insuring ,

builders' equipment. Or protecting your
entire fleet of cars and trucks. Even

boiler and machinery insurance.
You can get excess property and
casualty insurance from us, too.

Not many companies offer all
these kinds of insurance. But then,

they're not Kemper.
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Call the people who cover the territory. Your independent agent or broker who represents us.
Or write Pete Standbridge, Sales Manager, Kemper Insurance Companies, Long Grove, lllinois 60049.

mal[Ranee

We're with you
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Maintaining insurance traditions
spells success for federation-so far

By JUDI TALIT

NEW YORK-With a little help
from friends-brokers, consul-
tants, insurers-the Federation of
Jewish Philanthropies of New
York has coped with some mam-
rnoth insurance problems in-
volved in caring for the needs of
its 130 affiliated agencies, includ-
ing some of this city's biggest hos-
pitals.

The 57 year old ' fund raising
organization has as its motto "to
serve the community”. Upholding
the tradition, the Federation's in-
surance department serves the
insurance needs of its hospitals,
homes for the aged, community
centers, camps and child care
centers. All of the property/casu-

alty needs are handled through
this department.

Philip Platzer, with the feder-
ation only a short time as insur-
ance manager, says his main
concern is to uphold the feder-
ation's tradition. The help of
Walter Kaye Assoc., brokers, con-
sultant groups, and the various
insurers involved, has spelled

success so far.

ALTHOUGH THE department
has responsibility for all 130
agencies, insurance activities cen-
ter around hospitals and homes for
the aged.

"Obviously, when you're deal-
ing with these medical centers
and care and treatments of pa-

tients, your main exposure is

WHAT'S SO

SPECIAL ABOUT THE
CHUBB CONTRACTORS

EQUIPMENT FLOATER?

Its coverage is so broad that every time we

try giving one good reason why you need it we end
up with half a dozen. For instance, it covers all
equipment and tools includingthose leased or rented.

Scheduling is no longer necessary. And there is no
boom limitation either. The overload exclusion can be

malpractice liability,"” the insur-
ance manager said.

Our institutions are "very sub-
stantially self-insured," he added.

Mr. Platzer explained the vari-
ables that the insurance depart-
nnent takes into consideration
when determining the self-insur-
ance plans for its hospital: "We
are concerned with losses, num-
ber of beds, emergency room and
out-patient facilities. Previously,
payroll had been included too,
but this was dropped because it
was not indicative of the true na-
ture of the exposure.”

INn computing the necessary
coverage, Nno differentiation is
made between hospitals, although
"the potential for injury is ob-
viously limited" by the size of the

deleted and rental expenses covered for small additional

premiums. Ourco-insuranceclause is 80 per cent.

It's a real Chubb special.
Compare it and see for yourself.

institution, Mr. Platzer said.

The malpractice coverage in-
cluded under a general liability in-
surance policy, has a "self-insur-
ance retention. In addition to our
self-insurance per case, we also
have a substantial self-insurance
aggregate, based on three years,"
he explained.

THE REMAINING malpractice
coverage is underwritten by
Argonaut Insurance Co. TIn
terms of our overall liability in-
surance program, we are insured
in excess of $25 million above our
self-insurance retention and ag-
gregate," Mr. Platzer disclosed.

With the onslaught of malprac-
tice suits, including a recent $2
million suit against one federa-
tion agency, Mt. Sinai Hospital,
(Business Insurance, June 24)
one might expect an increase
in premiums.

However, the insurance man-
ager said that despite the trend

toward higher malpractice premi-

a4

SSS 111

7 CHUBB/PACIFIC INDEMNITY GROUP

of Insurance Companies

109 William St.,New York,NY 10038 -3200 Wilshire Blvd. Los Angeles, Calif. 90010
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Philip Platzer

ums, Argon:u: hasn't raised i-s
rates. As a matter of fact, in c,Lr
last ne@otiation, we actually nego-
tiated a substantial cost reiuctcn
in our layered liability coverage,
mostly on malpractice, because 74 2
had an extremely favorable expe-
rience.”

Property exposures amount to
more tar. $500 million, including
all the federation agencies. There -
fore, the insurance manager ex -
plained, the property cover must
be complete. Like most of 1.2
other policies purchased by -2 2
organization, property coverage
is under a nzaster policy. It -s
underwritter by Allendale Xii:L-
al Insurance Co., a memoer cf
Factory Mutual System.

The blanket property policy is
about $503 miillion, with a Slo,HO
deductible for fire and relr.e i

perils.

ALSO. INCLUDED under :he
fire policy is business interrup-
tion coverage as protect.c n
against a shutdown. HowEver. it
was no.ed that it is not a blanket
policy limits vary, depending on
the institution’'s location. "One
institution may have $5 million
cover and another $50 - million.
Limits range from $1 mil.ion zo
$50 million,” the insurancE man-
ager sad.

The federation's difference in
conditions policy (DIC) insuras
the agencies against collapse,
water damage and burglary. It
has "a very large deductible, in
excess of $25,000," Mr. Platzkr
said, declining to disclose limits
of the cover.

"We self-insure against the rise
of burglary up to $7500, but no
institution can incur more than
$1000 per loss," the insuranDe
manager further added.

Boiler and machinery coverage
Mr. Platzer describes more than
adequate "The only thing we
probably don't have is the lia-,il-
ity clause b pause we have it on
our blanket.' The coverage is

subject tc a $10,000 deduc:.ble

ABOUT TWO years sgo, the
federation bought directors' and cd-
ficers' liability insurance ficm
American Hcme Assurance Co.
Because the organization dcesr-'t
consider this to be one of its hign-
exposure areas, "we carri TAI- at
we consider to be average limrts,"
Mr. Flatzer told Business Inarr-

In the course of opera:ing
camps, fund raising campa: ins
and hospitals, the federatbn
owns and leases vehicles. To in-
sure he trucks, vans and ambi-
lances, the organicasior. tuys
liability insurance through Fed-
eration Insurance Co., pazi of the
Chubb Group. Limits for this
coverage, tco, range higher than
$25 million. according to the in-
surane 3 manager.

Mary hospital lobbies are lined
with valuable works of art. ro
insure their safety, the fedira-
tion tcok out an all-risk property
policy from the Chubb Grmp,
with 1.mits of $100,0CO: subject to
a $1,000 deductible. m
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Maybe your
profit-sharing or savings
plan has been a little
off target lately.

It's been happening. Combine a period of uncer-r
tainty with a capital accumulation plan largely
invested in equities and the result can miss the

mark. Especially for employees nearing retirement.

ttna's MULTIVESTOR can be added to your

present plan to bring it back on target. Employees

who want a secure investment want what m

MULTIVESTOR'S Fixed Investment Fund can ;

provide. Along with an attractive rate of return - t
71/2% current minimum annual interest. And

there's no transfer charge.

12F888af

Ask your agent, broker, consultant or /Etna group
representative about MULTIVESTOR. A very
unaverage package of services. Because we're not
your average insurance company.

Atna Life & Casualty.
151 Farmington Avenue. Hartford, Connecticut 06115

LIFE & CASUALTY
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Risk Management Reports

m Enroll me as a regular subscriber and bill me and my com-

pany $60.
Name:
Title:
Company:
Street:

City: State: Zip:

Return to: Risk Management Reports

c/o Business Insurance

740 Rush Street

Chicago, Il. 60611

(Checks should be made payable to Risk Management Reports)

Consultant says annual

risk management reports
good communications tool

CHICAGO-"We were sur—
prised to find that annual re-
porting is not a general practice
although there seems to be
increasing interest in maintaining
a more effective line of commu-
nication with the chief operating
officer.™

Risk Management Reports num-
ber four, released late last
month, takes off from this central
finding and details reporting pro-
cedures of some eight corporate
risk and insurance managers. The
report also sets down guidelines
for compiling and delivering an-
nual risk management summaries.

A prime objective of such a re-
port, as RMR editor H. Felix Klo-

OUR LOSS
REVENTION

PROGRAMS MAKE
MORE ENSE IN AMY
LA GUAGE.

When you've got to set up an
insurance program in a foreign
country, you'll be glad to know that
Factory Mutual has probably already
been there.

Our loss prevention experts
have worked in just about every
major country in the world. Tailoring
property conservation plans to fit
every conceivable kind of local

standard and situation.

So wecan help you with all

bound to run into. Like the differ-
ences in qualityand accessibility of

local fire-fighting facilities as well as
other local loss prevention standards.

insurance.

Contact any of our represent-

man sees it, is to allay the
frequent misconception of top
management that the risk man-
ager's principal (alas, only) re-
sponsibility is insurance buying.
" If risk management is, as we
believe, an important corporate
management responsibility, its
impact should be apparent, and
should be reported on," says Mr.

Kloman.

HE ADVISES risk managers

to:
= Initiate periodic

without waiting for a request.

reporting

- Direct the report to more
than one top manager.
- Relate risk manage efforts to

There are hundreds of answers atives throughout the world.
you'll need to know before you can
launch a really effective loss pre-
vention plan in any country. And
Factory Mutual can help you get
those answers. Because we're more
than justan insurance company.

We've proven our promise to
pay plus a complete plan to prevent
loss is a combination that works.

Not just in America where it

Orwrite Factory Mutual System,
Norwood, Massachusetts 02062.

Allendale Insurance

originated, butany place in the
those variablesand unknowns you're world. Find outexactly what we
mean when we say the Factory
Mutual System is more than

Arkwright-Boston Insurance

Philadelphia Manufacturers Insurance
Protection Mutual Insurance

System Assdates

Factory Mutual International

FM Engineeri g and Research

the bottom line of the balance
sheet and/or earnings statement;
through "loss conversion".

"We strongly recommend that
each insurance agent or broker
used be asked to prepare his own
annual report"” to the client, Mr.
Kloman states.

Reports by risk managers
should include, at a very least, a
statement of risk management
purpose, departmental objectives
and strategy, overview of the peri-
od's events, financial statements
and cost comparisons, major losses,
and forecasts for coming months,
Mr. Kloman believes.

"If a (corporate risk manage-
ment) policy does not exist, per-
haps the annual report can be the
proper vehicle for suggesting its
adoption, by senior management
or preferably by the board of
directors,” Mr. Kloman's study
suggests.

Many accounting firms are
now becoming more interested in
major losses, both insured and
uninsured, for disclosure to
shareholders in the annual report
or 10K report to the Securities
and Exchange Commission, Mr.
Kloman noted. "A major loss
may have 'material' effect on a
corporation's financial position,
even if insured, if it results in
significant increases in premium,
substantial increases in deducti-
bles, or, even worse, loss of in-

protection altogether,”
he believes.

surance

MR. KLOMAN adyvises reports

of losses, uninsured risks, un-

funded exposures, self-insured

programs and deductibles as
good tools to avoid management
surprises and provide manage-
ment with necessary facts about
an important part of the compa-
ny.

"If risk management is, in fact,
going to develop into a proper
anticipatory tool, then steps should
be taken in the annual report to
make some forecasts on a one.
three or five year basis,"” Mr. Klo-
man adds.

As examples of presentation
formats, Mr. Kloman cites in his
latest Risk Management Report
procedures and techniques used
by Stanford University, Interna-
tional Telephone & Telegraph
Co., Del Monte Corp., a major
West Coast financial organiza-
tion, a major East Coast multi-
product manufacturer, a major
pulp and paper company, a maj or
airline, and a large East Coast
food company.

Risk Management Reports is
published by Business Insurance.
See coupon on this page for sub-
scl-iption information. -

Claims dept.
opens office

in California

SAN FRANCISCO-North
American Reinsurance Corp. is in
the process of establishing its
first regional claims office here.
The company's claim department
is located at the main office in
New York City.

"The facultative and treaty
business on the West Coast has
grown so much in the past few
years that a new office is needed
to improve our claims service,”
president Henry T. Kramer said.

J. Kirby Harrell, vp and claims
director, will work on developing
the new claims office in San
Francisco. Once it is established
Thomas Crittenden, who is cur-
rently vp and assistant claims di-
rector, will become the claims
director.

Mr. Harrell will continue to be
a vp and will work on special
projects and consultation. -



At The St. Paul
we dare speak the unspeakabile.

You heard us rignt. That doesn: make us exoerts yet. But now you
When you speak of "'ceductibles, transfer and know there are folks out Fare who accept risk

non-insurance,” we understand you perfec’lv, Because management on your : THE ST PAUL
now they're par: of our language, too. From us, you're mare lik2ly to hear “loss CoMm pA'N IES
We've dec ced risk management makes sense prevention, loss -educ-ior and incrzased retantcn’
when executed properly. So we're learning to tink rather than ‘ higker premiJam. "’ 5 i
and speak like risk managers. This commirment 12 resgonsible risk
Tc start, we believe wa've trained more people in management is just ancther way we've met the
risk managemen: than any other insurance compariy. changing needs of insura- >e buyars since out
282 of our employees have received, or ere about beginnings back in 1853.
to receive, Asscciate of Ris< Management d glomas Talk with an independent agent for The 5t Pau .
from the Insurance Institute of America. He's in the boat with us. And in the Yellow Pages.

Risk managementese spoken here: St. Paul Fire and Marine Insurance Company, St Fau! Mercury Insurance Company ~he St. Paul Insurance Combany.
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mercial camera and only have an i

Insurance officer channeling bank s o orsewer nunared sor

lars for the one or two windows
that typically break each year.

CaSh fIOW into more Self—insurance Since banks by nature tend to

be conservative, "It's taken some
time to see the logic of self-insur-

By HARRIET KING of the bank's capital in insurance films did qualify and we were ance. But who can make better
programs but at the same time to one of the first banks to self-in- use of cash flow than a bank9" n
SEATTLE-Mabel Weiss, local provide timely, tailored insur- sure " she asks, "Insurance is Just a

ASIM president and insurance ance packages, Mrs Weiss has That turned out to be a wise means of financing loss and cer-
officer of the Northwest's largest been leading Sea-First more and move "Our losses are substantially tainly banks are in a position to
bank 15 "the first to admit you more into self-insurance less than what our premiums to finance some of their own losses "
can’'t cover everything * the state would have been,” Mrs Presently, the bank purchases $ 1
Her point during a recent Bust- WORKMEN'S compensation Weiss says "We also handle our milhon of primary lability insur-
ness Insurance interview was was one of the first areas tackled own claims, and so administer the ance topped by another $25 mil-
Seattle-First National Bank's sub- In 1972, the Washington state legis- program " She notes that she sitls lion liability layer with $50 million  __ 14 O
sequent announcement that the lature decreed that all workers, on a corporate safety committee, of excess coverage over that The

failure of West Germany's largest not Just those in hazardous occu- a prerequisite for companies using coverage is shared by eight dif- ,-C !
private bank, Bankhaus Herstatt pations, must be covered, furth- a self-insured plan ferent underwriters s
of Cologne, has put $22,5 million eimore, the state said that It Sea-First also self-insures
of Seattle-First's Zurich, Switzer- would handle the pi emiums, and against earthquakes, floods, colll- SEA-FIRST officials believe Mabel Weisse
land, subsidiary in jeopardy that commercial cal mers would sion damage for ItS fleet of 200 that some types of coverage are

Seattle-First National Bank- no longet be involved in work- cars, and glass breakage It "makes not needed, such as business in- within a day oi two at the most
Z"!Irl'_ch hv"’\‘/d Sf'g more ”:ja” ?7 r31 men's compensation coverages sense" to self -insure glass, for m- terruption insurance "We'le not if, say, a branch is bt.rnEd out "
miflion Viest Serman dedtseh- "But the state allowed self-in- stance, she says, otherwise, the likely to have a business Inter- Branches are alwE is main-
marks to Herstatt, fot which surance for firms that could %ua- bank would be paying several ruption of any consequence tained in zirst class condition,
Herstatt was to have deposited lify," says Mrs Weiss "Only 42 thousand dollars a year to com- We're geared to reopen an office Zontinued on page 27

$225 million in payment in New
York on the same day, according
to Seattle-First board chairman
and chief operating officet, Wil-
ham Jenkins But befol e pay-
ment was made-and attei the
deutschmarks had been deliv-
ered-the West German cential
bank and West German federal W y T rT*CNS-Al.eualo-,z
banking supervisory bui eau or-

dered Herstatt into liquidation, -
suspending all payments

SAYS MRS WEISS. "We con-
stantly review oul bankers
blanket bond to reflect the kind
of increased exposuies that can .
result fi om intel national rnone- -
tary operations But obviously, it
doesn't apply in a case hke this
which is plactically the same as
having a cieditor go banki upt "

Some special problems have
evolved under the bankers
blanket bond, notably losses of
other banks in dealing Kfith for -
eign cuitencies "The big clues-
tion now is what should the
limits be to covei the lisks in-
volved " says Mis Weiss 'Oul
premiums leflect the expeliences
oi other banks, as well as our cef
own bank's history, and foitu-
nately, out expellence has been
good We haven't had a signiti- S

:'..

’*4 -

cant claim under bankei s blanket
bond in seven or eight yeals, a
somewhat unusual recold fol a
bank "
Othei banks' experience is not
so good, she notes Losses in the
news | ecently included those of R
Franklin National Bank in New . ZE... 64 ft-
York which incuired huge losses
m its foreign exchange opeia- )
tions by a trader now ili ed and
under investigation by the FBI A
second bank in Basil, Switzei -
land, filed a $10 million bankers t
blanket bond claim after its em-
ployes speculated Bith the bank's -~
money o4 r '4: d:
Sea-First, the COUnNty'S 26th - -
largest bank, has thi ee othei for-
eign operations a new bi anch in s
London, a representative in To- °
kyo and an operation in Nassau /1 4 s — 5 4 P
In addition, it operates 149
branches m Washington State ~ . I

"BANKS TODAY are getting s
itito things that the little cornel
bank of yesterday never even 4 W
thought of," says Mrs Weiss, *X

43" ¢

who's been with the bank for
four years and is its first female
insulance officer

She notes that some banks
have formed holding companies
for expansion into other finan-
cially-oriented fields such as
mortgage and finance companies
ANnd Sea-First, too, now owns
Associated Traffic Corp, a
freight bill auditing operation,
Computer Services Inc, and

Firstbank Mortgage The risks Being there when people need you, getting the job
erages increase proportionately done. That's what we've been known for since 1898.

with this expansion, she says
In efforts to make the best use

Il you know our agents you know why.
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Bus companies oppose pending federal no-fault

WASHINGTON-The nation’'s
local bus companies told a House
subcommittee that sections of
pending federal no-fault auto in-
surance proposals would impose
"tremendous additional operating
costs" on the already financially
troubled industry.

The House commerce and fi-
nance committee is considering
bills to establish no-fault medical
and wage loss minimum benefits
standards for motor vehicle acci-
dents.

The federal proposals leave no-
fault provisions for property
damage in motor vehicle acci-

dents to state discretion.

THE SENATE passed a mini-
mum standards bill, S. 354, ear-
lier this year. The subcommittee
is considering that and separate
House proposals, including one

by subcommittee chairman John
E. Moss (D-Ca.), HR10.

James E. Terry, representing
the American Transit Assn., said
HR10 provisions that would make
transit companies liable for all
injuries to their passengers would
be more expensive than the pres-
ent tc,rt system.

Mr. Terry, general manager of
the Bi-State Transit System, St.
Louis. Mo., said the association
prefers that no-fault medical
coverages purchased by car own-
ers pay for injury claims even if
they occur on transit system
buses rather than in the insured's
auto.

The transit systems, Mr. Terry
said, have backed the no-fault
principle that insurance coverage
follows the family unit instead of
the traditional rule that coverage

follows the car.

"Local mass transit systems are
simply not in a financial position
to bear the tremendous additional
operating costs which would re-
sult if they have primary respon-
sibility for the cost of injuries to
all bus passengers, without regard
to fault, whether they had a car of
their own or not,"” he said.

MR. TERRY said the association
agrees that commercial vehicles
such as trucks, cars, rental cars,
and inter-city buses should bear
the injury cost of all occupants,
but he argued that there is a
clear and valid distinction be-
tween those vehicles and local
mass transit bus systems.

He reminded the committee
that local mass transit systems
had an operating deficit last year
of about $680 million and would
not be able to pass along the costs

Could you be
put out of business
beforeyoucouldputoutafire?

to bearing the cost burden of in-
juries to bus passengers.

"Higher fares inevitably result
in fewer people utilizing the mass
transit system and are thereby
self-defeating,” he said.

(The Senate deleted the clause
affecting bus companies from its
bill.)

Calling attention to another
clause dropped by the Senate,
Mr. Terry objected to HR10 lan-
guage that would establish a 10-
year statute of limitations on
claims.

Bus operators also object to
being included in the bill's pro-
posed assigned claims plan to
protect persons injured in motor
vehicle accidents where no insurer
can be identified as an applicable
source of immediate benefits.

"We believe that it is unfair to

require that local transit systems

At the very least, a computer fire
means you'd probably have to
hire temporary accounting help,
just to keep the books and
payroll current.

AnNnd it could be even worse
if a computer is what makes
your company go. No computer,
no INncome.

Computer downtime is
expensive.

Consider what a fire would

cost in terms of lost business
while repairs were being made.
How much business do you do
in a week? How many orders go
through your operation in a
week? And what if repairs took
two weeks? Or even three?

It adds up to a lot of lost
business (not to mention lost
goodwill from customers). It
probably adds up to a lot more
than the cost of a fire protection
system, too.

America's computers are
under-protected.
With the future of your company

largely dependent on your
computers, we hope you have a
good fire protection system
already installed.

If you do, then you'.e an
exception. Because we know
that only a small percentage of
existing computer facilities in
this country have adequate fire

protection systems. We are also
aware of the tremendous

losses that EDP facilities suffer
each year due to fires.

How many kinds of computer
fire protection are there?
There are only two that are

practical, CO, and HALON 1301.
Cardox has them both.

But which is best?

Each has its own unique
advantages. The agent and the
protection arrangement that
would be most effective and
efficient for you depends upon
your building, the type of
installation, the cost, the hours
of computer operation, and
many other factors.

The best way to determine
what type of fire protection
system is right foryourcomputer
is to talk with an expert. Your
Cardox Fire Protection Specialist.
Get a free fire protection
survey.

We'll conduct a thorough survey
and analysis of your computer
installations and put together a
detailed recommendation on
the fire protection system that's
right for you. No cost or
obligation, of course. Write
today for our brochure,
"HALON 1301, Folio 9-2," to
Don Roberts, Chemetron
Corporation, 111 E. Wacker
Drive, Chicago, lllinois 60601.
Or call (312) 565-5000.

We hope you'll do it now.
Because our business is to help
keep you in business.

cirmmirnmon

Cardox Products

Chemetron Corporation

be lumped into an assigned claims
plan with profit-making insurance
companies," he said.

"To impose this burden upon
local transit systems simply is to
add to an unjustifiable cost bur-
den."” The Senate bill was amend-
ed to specify that self-insured or
obligated governments shall not
be included in the assigned claims
bureau.

THE CAR AND TRUCK Rent-
ing and Leasing Assn. backed
passage of federal no-fault stan-
dards in order to avoid "the lack
of uniformity that the state ap-
proach appears to engender and
the consequent creation of need-
less administrative costs and legal
complexity.

(The Nixon administration has
advocated giving the states more
time to come up with their own
no-fault plans, however.)

"As consumers of insurance,
we are interested in seeing that
we get the best possible coverage
for the premium dollar,” said Sol
W. Edidin, the association's exec-
utive director and general coun-
sel.

"A system like our present sys-
tem, where about half our premi-
um dollar is spent in costs of
administering the system is not a
very good buy.

"We think the objectives can
be provided within the limits of
existing cost levels, indeed much
of the cost information which we
have available and the experi-
ence in states where the new sys-
tem has been tried indicates that
perhaps the benefits can be
provided at lower levels than the
cost of the existing inadequate
systerm,”” he said. -

Awa rd five
INnsurance

study grants

MEDIA, PA.-The Harry J.
Loman foundation of the Society
of Chartered Property and Casu-
alty Underwriters (CPCU) has
awarded five $1,000 research
grants for insurance-related proj-
ects.

Recipients of the grants, desig-
nated as 1974 Loman research
fellows, are Dr. Robert G. Works,
Dr. Dan R. Anderson, Dr. Giles T.
Rafsnider, and joint recipients
Drs. Jannes S. Trieschmann,
CPCU, and E. J. Leverett, CPCU;
and Drs. Richard B. Corbett and
Jon A. Booker.

DR. CORBETT, assistant profes-
sor in the department of finance at
Southern lllinois University, will
be working with Dr. Booker, as-
sistant professor in the depart-
ment of accountancy, on the
merits of expanding the market
for accountants' professional lia-
bility insurance.

They maintain that the number
of liability suits is rising while the
availability of liability insurance
for accountants is declining.

Dr. Anderson, assistant profes-
sor in the University of Wiscons-
iNn's school of business, will
explore the development of the
principal elements of a compre-
hensive catastrophic insurance
system.

Other  studies wvill concern
subjects like the persistency of
independent agents' accounts in
the property-liability industry,
homeowners' coverage, and the
residual insurance market.

The five 1974 research grant
recipients were chosen from al-
most 150 applications. -



Medical arbitration panels spring up
in move to so/ve ma/practice woes

By MARGARET LeROUX

NEVWV YORK-Arbitration pan-
els may not be the final solution,
but they are a step in the right
direction to solving the problem
of rising malpractice insurance
premiums, according to state
medical society spokesmen inter-
viewed by Business Insurance.

Approximately 17 states have
arbitration ( also called screening,
mediation or medical-legal pan-
els) made up of physicians, law-
yvyers and sometimes a judge, who
determine liability in malpractice
cases.

Feeling is widespread among
medical society spokesmen, how-
ever, that the panels aren't as ef-
fective as they might be, since
rarely is the panel's decision
binding.

THOUGH PROCEDURAL rules
of most panels prohibit the plain-
tiff's attorney from pursuing any
court action if the decision of the
panel goes against his client, there
is nothing restricting a plaintiff
from retaining another lawyer to
pursue a medical malpractice case
in court.

"To be effective, an arbitration
panel has got to have teeth in it,"”
a spokesman for the lowa Medi-
cal Society stated.

"We're in the process of laying
the groundwork for such a panel,”
he continued, "and the insur-
ance companies in the state have
been opposed to such panels be-
cause they say they would be in
double jeopardy; they can be
tried twice.™

lowa's medical society doesn't
sponsor a group liability program
as yet. Medical Protective of
lowa handles "the lion's share of
the business in the state,” the
spokesman said.

A spokesman for Wisconsin's
medical society echoed the senti-
ments of his counterpart in lowa
"Arbitration panels have the po-
tential of bringing malpractice
premiums down," according to the
spokesman, "but it depends on how
they're administered. They would
have to be more binding than they

are now.

"A LOT OF little stumbling
blocks," stand in the way of an
arbitration panel for lllinois, a
spokesman for the state's medical
society said. Physicians who are
concerned about the quality of
attorneys (drawn from volunteer
lists by the lllinois Bar Assn.)
serving -on the panel, reluctance
on the part of patients to sign ar-
bitration agreements and insur-
ance companies who balked at
the $150 arbitration fee, have
made construction of the panel "a
very tedious process," the spokes-
man said.

Hartford Insurance Co. and
Medical Protective of lllinois in-
sure 80 % of the state's doctors,
the spokesman said. A 15% in-
crease was added to Hartford's
malpractice premiums as of July
1, he added.

Virginia has had a joint medi-
cal-legal screening panel since
1962 and coincidentally, "is the
18th lowest state in the nation as
far as professional liability pre-
miums are concerned,”"” James L.
Moore, executive assistant of the
state's medical soceity comment-
ed.

Nevertheless, Virginia's physi-
cians can expect their Uability
premiums to be increased at the
end of this year, Mr. Moore said.
Though noting the panel "serves
a very useful purpose,”-16 cases
were heard last year-"there's no
clear-cut answer" to the problem

of rising malpractice rates, Mr.
Moore added.

In Pima County, Az., where a
screening panel has been hearing
cases monthly for 15 years, reac-
tion to the panel has been favor-
able, according to Dr. Walter Sum-
mers, executive director of the
county medical society.

"We feel it's been quite suc-
cessful; it's prevented frivolous
cases from going into court,” he
said.

Medical societies across the na-
tion will be watching New York
state this fall, as medical media-
tion panels in each of the state's
four appellate divisions begin
hearing cases.

Under authorization by the

state legislature, the panels will

hear all' malpractice cases
brought in the state. Findings by
the panel, however, "are strictly
advisory... not binding,” James
Burns, legal counsel for the New
York medical society told Busi-

ness Insurance.

MAKING ARBITRATION
agreements and panels binding is
"a serious legal problem," accord-
ing to a spokesman for the Ameri-
can Medical Assn. A 30-day escape
clause, revocation of the binding
agreement, permitted within 30
days after a patient is discharged
from the hospital could possibly be
and answer, the AMA spokesman
added.

"We're concerned about the

argument that patients will be
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signing these arbitration agree-
ments under duress,"” the AMA
spokesman said.

"Vagaries in the statute of lim-
itations law," were cited as the
reason behind New Jersey physi-
cians' skyrocketing malpractice
premiums, according to Vincent
Maressa, director of the state
medical society.

As of this fall, neurosurgeons’
malpractice premiums will jump
200%, orthopedic surgeons' rates
will be 80 % higher and other
physicians can expect 5-10%
increases on their liability premi-
ums, Mr. Maressa said.

New Jersey's statute of limita-
tions for liability cases is two
years, Mr. Maressa said, "But in
cases involving malpractice the
courts consistently revise it.

"If a case is five or more years
old, even if a doctor had enough
insurance then, the inflation rate
makes payments now absolutely

mind-boggling,” Mr. Maressa
stated.
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"We'd like to see a definite
two-year limit written into the
statute of limitations,” he contin-
ued, "but we're not so naive as to
think we could ever get such a
bill through the state legisla-

ture.”

AT A RECENT AMA convention
in Chicago, a number of physicians
commented on arbitration panels
and rising malpractice premiums.

"l think (malpractice settle-
ments) will increase until public
opinion forces the legal profes-
sion to make some changes,"” Dr.
George F. Burke Jr., professor,
University of Kansas Medical
School, stated. "Contingency fees
are one of the things that encour-
age malpractice suits," he contin-
ued. "Without them, lawyers
would be less enthusiastic about
suing for malpractice.”

Malpractice
were described as "unreasonable
and unfair,” by Dr. Michael

Continued on page 32
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Rhode Aland enacts

own hea/th cover p/an

PROVIDENCE, R.I.-While
legislators in Washington debate
the issue of national health in-
surance, Rhode Island has al-
ready enacted its own catastrophic
health insurance plan (CHIP).
"CHIP",

to identify the Nixon administra-

coincidentally is used

tion's Comprehensive Health In-
surance Plan, but the similarity
ends there. Rhode Island’'s CHIP

most closely resembles the Long-

Avoid the
after-loss loss

Ribicoff plan for catastrophic
coverage.

The program is designed to
cover costs after an individual's
health insurance is exhausted.
When a Rhode Island resident
uses up all his own insurance,
CHIP steps in with coverage
after he spends another $500 or

10 % of his personal income out-

For those residents who
don't have any health insurance,
the state will pay for care after
$5,000 or 50% of annual income
is paid, whichever is greater.

INn addition, Rhode Island's
CHIP required every employer in
the state with one or more em-
ployes to offer the option of mem-
bership in a qualified HMO, at a
cost .equal to what the employer

pays for a worker's regular health
benefits.

THE NEW LAW also establishes
a "health resources development
fund," for supporting innovations

in health care programs.
"The bill passed in the last ses-

of-pocket, whichever amount is
larger.
sion of the Rhode Island general
assembly,"” a spokesman in the
state health department said.
"The act takes effect January 1,
1975." But residents are eligible
for coverage of catastrophic
health costs incurred after Sep-
ternber 30.

Between now and the end of
the year, parts of the bill will be
"ironed out," the spokesman noted.
One area of vagueness concerns the
availability of HMOs. Although
only two operate in the state,
; Rhode Island is so small that both

HMOs may be termed "local.” This

-

, could mean that all employers are

=y

considered near an available HMO,
which would require them to offer
its services as a benefit option.

THE RHODE ISLAND Group
Health Assn. in North Provi-
dence, the larger of the two
HMOs, has defined its service

area as the entire state.

Another part of CHIP needing

clarification is the administration

issue. "We're in the process of

A property loss is had enough, but if it puts haggling over who we're goi"ngjto
you out of business it's even worse. That i have administer this thing, e
. . . . | state spokesman said.
won't happen if the insurance is to value.

Industrial Appraisal Company can put proper , Rhode Island already plans to
values on your properties, so if there's ever ' pay for losses through state reve-
a loss there'll be enough money to cover it. | nues, but it has contemplated
hiring Blue-Cross-Blue Shield or
Industrial Appraisal Company. For indepen- , a commercial insurer to adminis-
dent. objective. well-supported appraisals of 1 ter the program.
all kinds of tangible and intangible property. About 80 % of Rhode Island’'s
Needed to avoid the after-loss loss. to avoid | residents are covered by the
paying for uncollectable over insurance. and ) Blues, the spokesman noted. "The
for a multitude of other solid business rea- | commercial insurers don't have

sons. Call one of our 28 offices. or write for much here.” But

brochure 500.

penetration
commercial insurer companies
were on the task force that wrote

Industrial Appraisal Company 1 the bill, along with the Blues. So

222 Boulevard of the Allies - Pittsburgh, PA 15222 « (412) 471-2566 the job of administering the pro-
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55 John Street

New York, N.Y. 10038
Tel.: (212) 349-3020
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Please Don't Eat the Daisies

Putting new warning labels on products that have
already caused injury can be like locking the barn door

after the horses have been stolen. It has been predicted

that in the very near future there will be a greater number
of product liability cases in the courts than claims
involving automobiles.

Carriers and their Reinsurers are well aware of the loss

products layer.

ratio trends on products liability and it is becoming

increasingly difficult to get proper underlying limits
and/or excess layers from regular markets. There is also
an underwriting reluctancy to take on additional products
liability exposures since the new carrier is faced with

Special Risks and Unusual Situations « Exclusively Through Agents and Brokers

Members of the

D.C. Area

Wohlreich & Anderson
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The Teachers Building

10221 Wincopin Circle

Columbia, Md. 21044
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Anderson, New York.
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Chicago, 111. 60606
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Livingston, 1.J. 07039
Tel.: (201) 994-0896

662 Hanna Building
Cleveland, Ohio-44115
Tel.: (216) 241-2917

Correspondents In All Other States

carryover exposure for past products sold by the assured
without the benefit of past earned premium income.

Wohireich & Anderson has been successful in putting
together an "in-house" facility for difficult products
exposures on either a $300,000 CSL primary basis or for
$1,000,000 excess of at least a $100,000 underlying

Submissions or inquiries should be directed to your
local Wohlreich & Anderson officeor to the attention of
Mr. Frank Conti, Vice President Casualty, Wohlireich &

dates for buyers

Sept. 4: The National Safety Council is sponsoring in Chicago a key
man development course called the supervisor and accident preven-
tion with OSHA provisions. Write the Training Dept., National Safety
Council, 425 N. Michigan Ave., Chicago, Il. 60611.

Sept. 10: The Manufacturing Chemists Assn. is sponsoring a work-
shop on safety and health in the chemical industry at the Jack Tar
Hotel in San Francisco. The objective is to assist companies handling
chemicals in meeting their obligation to provide safe and healthful
working conditions and to preserve human resources. Write F.G. Ste-
phenson, Manufacturing Chemists Assn., 1825 Connecticut Ave., N.W.,
Washington, D.C. 20009.

Sept. 12-13: The American Management Assn. is sponsoring a semi-
nar on new pension legislation-its impact and implications, in New
York City. Vance Anderson, a majority counsel to the pension task
force, will participate in this briefing. Write the AMA/135 W. 50th St.,
New York, N.Y. 10020.

Sept. 22-24: The Institute of Risk Management Consultants Inc. will
hold its second annual meeting at the Highlands Inn, Carmel, Ca. The
theme of the meeting is risk management in the future. Write David
Warren, Institute of Risk Management Consultants, 680 Beach St., San
Francisco, Ca. 94109.

Sept. 22-26: Management Laboratories of America Inc. will sponsor
a seminar on reinsurance at the University of Dallas. The seminar will
focus on reinsurance transactions for captives. Write University of
Dallas, Management Laboratories of America, Irving, Tx. 75061.

Sept. 26-27: The first national symposium and workshop on con-
sumer product safety will be held in Portland, Or. Chief sponsor of
the symposium is the Portland chapter of the American Society of

Safety Engineers. Write Dale Howard, P.O. Box 8345, Portland, Or.
97207 (503-223-7301).

Sept. 26-27: The University of Wisconsin is offering an institute on
product liability for claims personnel, to discuss the legal and engi-
neering aspects of products cases to acquaint claims people with the
state of product liability. Write Prof. Moll, Department of Engineer-

ing, University of Wisconsin, 432 N. Lake St., Madison, Wi. 53706
(608-262-2061).

Sept. 30-Oct. 3: The National Safety Council's 1974 national safety
congress and exposition will be held in Chicago. A program featuring
some 200 sessions with over 300 exhibitors is being planned. Write the
National Safety Council, 425 N. Michigan Ave., Chicago, Il. 60611.

Oct. 7-9: The American Society of Insurance Management will hold
its first fall conference at the American Hotel in New York. The two-
day educational program will be devoted to the Health Maintenance
(’\?rganization Act of 1973. Write ASIM, 205 E. 42nd St., New York,

Y. 10017.

Nov. 24-26: The American Bankers Assn. is sponsoring a seminar
and workshop on risk management in banking at the Sugar Loaf Con-
ference Center of Temple University, Philadelphia, Pa. The seminar
will be directed toward banks with deposits of $100 million or less.
For more information Ed Armstrong, assistant director of the insurance
and protection division, ABA, 1120 Connecticut Ave; N.W., Washington,

D.C. 20036.

Association

0614 aims for hike

in fringes

CARSON CITY, NV .-The
state of Nevada Employes Assn.
outlined its program for 1975
calling for cost of living hikes,
higher longevity pay and better
fringe benefits.

The association, the main organi-
zation representing Nevada's 7,000
state classified employes, want a
cost of living increase based on fig-
ures from October 1973 through
September 1974.

The association is asking that
the state pay full cost of health,
life and dental insurance. The
state now pays the full premium
for health and life insurance of
an employe. The dental coverage
would be added.

One suggestion calls for em-
ployes to be paid for unused sick
leave upon retirement or death.
There is a recommendation for
higher longevity pay. Another
proposal calls for health insur-

Pennsylvania

Wohlreich & Anderson,
Ltd. (Inc.)

120 South Warner Road

King of Prussia, Pa. 19406

Tel.: (215) Mt 8-3532

ance for retired state employes.
Other suggestions include pro-
visions for a two-week notice be-
fore firing; elimination of the
95 % pay rule and bringing addi-
tional agencies under the state
Mmerit sy sterm . -



Whydoes Outboard Marine

iInsure with AFIA ?

Outboard Marine manufactures

a broad line of motors including
one so light you would hardly

notice carrying it. That's because
Outboard Marine knows their

markets and the needs of their
customers.

So when Outboard Marine
wanted a foreign insurance under-
writer for its risks abroad, it

, wasn't -unnatural that they and

their brokers picked one who knew
the markets and Outboard Marine's

neads. Andcould d61iver with

-all the power you'd expect from a
top of the line organization.
They chose AFIA with its more

than 3800 employees abroad and
over 220 branch offices: Trained

- and knowledgeable, AFIA know5

the market the way a good captain
knows the waters the reefs you
can see and the ones out of sight.

That' one of the reasons why -
90 of the top 100 companies in

America doing business abroad
insure with AFIA.
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HEW hopes to announce HMO regulations soon

WASHINGTON—Some an-
swers to the wvexing questions
posed by Section 1310 of the
Health Maintenance Organization
Act should -be answered next
menth,

Hopefully.

Health, education and welfare
department officials hope to pub-
licly propose regulations by then
explaining how and when em-
ployers and welfare funds will
have to offer employes participa-
tion in prepaid HMOs as the act
requires.

HMO plans, where available,

will have to be made available to
employes in addition to tradi-
tional group health plans based
on the fee for service system, ac-
cording to the act.

HEW OFFICIALS, however,
have declined to give any ad-
vance indications on just what
the proposed regulations will
spell out,

“In all fairness to the people
who need answers, it’s a little too
early,” a department official told
Business Insurance.

“They will have ample time for

public review and comment,” he
said. “This is not going to be im-
posec on anybody.”

HEW officials have developed
regulations for what HMOs must
do to qualify for federal aid need-
ed to set up operations,

The act allocated $375 mil-
lion in federal money over five
years to get the HMOQO program
going and department officials
said 123 applications for aid are
currently pending. Decisions .on
those grants also are not expect-
ed until next month.

HMOs, the department has de-

cided, will have to offer physi-
cians services including consultant
and referral services by a physi-
cian; inpatient and outpatient hos-
pital services; medically necessary
emergency health services; and
short term outpatient evaluative
and crisis-intervention mental
health services not to exceed 20
visits.

THEY ALSO must oiffer home
health services, medical treat-
ment and referral services for
drug and aleohol addiction; diag-
nostic laboratory and diagnostic

We insure Lance Larson’s comic book printing plant.
Think what we can do for you.

For more than 20 years, Grain Dealers
Mutual has designed complete packages
of property and liability insurance for
all kinds of businesses. Even the unusual.

We can customize insurance protection
for your particular business that provides
maximum coverage at minimum cost. We
tailor a plan that offers you just the

"y

ancisco 94104 / Member:
IEcodMfdustries Federation of Mutual Insurance Companies

GRAIN DEALERS MUTUAL

insurance company

ianapolis 46902 - Omaha 68102 - Greensboro, N.C. 27405

Improved Risk Mutuals

coverage you need. No more. No less.

If you think your business is something
special, talk to your Grain Dealers agent.
He’ll build the best protection you

can buy and could save you money

in the process.

For the name of your nearest Grain Dealers
agent call collect 317-923-2453. We innovate.

and therapeutic radiologic ser-
vices; and preventive health
services.

The preventive services would
include voluntary family plan-
ning services, infertility services,
preventive dental care for chil-
dren, and eye examinations for
children to determine the need
for correction,

HMOs may have their own
medical staff or may contract
with a medical group or with an
individual practice association
for services.

Medical groups or associations
employed by an HMO must be
organized as a partnership, asso-
ciation or other group and engage
in coordinated medical practice.

INCOME FROM the group’s

| HMO activity must be pooled

among the group members and
distributed among themselves ac-
cording to a predetermined plan or
salary schedule.

HMOs will be able to reinsure
against costs for any member
which exceed $5,000 a year; costs
provided out of the HMO’s area

! because of medical necessity; and
| not more than 90% of the amount

by which an HMO’s costs in any
fiscal year exceed 115% of its fis-
cal-year income.

HMOs will also be required to
have an ongoing quality assur-
ance program covering its health
care services that provides for
physician review and for review
by other health professionals. =

Medical ...

Continued from page 29
Smith, president-elect of the
Louisiana state medical society.
“When I first started practicing
in 1942 I paid $35 a year. Today
it costs me, along with two other
doctors, $5,000 and I’'ve never had
a claim against me in my life.”

In Wyoming and Georgia, ap-
parently, malpractice premiums
aren't a great problem.

THOUGH WYOMING doctors
experienced a 56% premium in-
crease last year, “It still leaves us
at about 25% of some other
states’ rates,” Dr. Paul R. Yedi-
nak, president of the state medi-
cal society said.

“Georgia has one of the best
experience ratings in the coun-
try,” Charles B. Templeton, di-
rector of the state’s medical
society stated.

“Not that many cases come up
for settlement,” he continued.
“Although the malpractice issue
is a constant problem, it’s not as
great here,” he said.

Approximately 200 profession-
al organizations including the
AMA, American Dental and
American Hospital Assns. have
sponsored a medical liability
commission to study the issues of
liability, patient safety, peer re-
view and legal doctrines. The ex-
ecutive director, Fred Andre,
took office July 1.

“We have no muscle. We're not
a governmental organization,” he
said. “We're doing what we can
to prevent the causes of injury
. .. which in turn will have an ef-
fect on claims and premiums.” =

TPF&C in Caracas

Towers, Perrin, Forster &
Crosby Inc. management consult-
ants, opened a new office in Ca-
racas, Venezuela in July. It is
the only TPF&C office in Latin
America, joining the firm’s net-
work of 11 in the U.S,, three in
Canada and three in Europe. Dr.
Felipe A. Osorio was appointed
general manager.



MGMA manual clears up insurance

maze for medical group

By MARGARET LeROUX

DENVER, CO.-A manual on
insurance for clinic administra-
tors published recently by the
Medical Group Management
Assn. (MGMA), has been re-
ceived enthusiastically by the as-
sociation's 1,400 medical group
managers, many of whom admit
to having little knowledge of risk

management.

The MGMA manual, priced
at $6, is available from the
association, 4101 East Louisi-
ana Ave., Denver, Co. 80222.

The association's objective was
"to provide information on insur-
ance concepts and the risk as-
pects...to both the fee-for-
service and prepaid group practice
administrator.™

The 124-page manual explores
the challenges in insurance law
relating to health maintenance
organizations, (HMOs), including
a cost study which breaks down
medical group insurance as a
percentage of the clinics' operat-
ing costs; a checklist of commer-
cial insurance needs; sample
group agreement and treatment
and arbitration agreement; and a

glossary of insurance terms.

THE 8,000 to 9,000 medical
groups practicing in the U.S. in-
cludes groups as small as three
physicians to the extensively-
staffed Mayo Clinic, an ongoing
survey of the American Medical
Assn. shows.

"Clinic managers, for the most
part, are business people,” a
spokesman for MGMA noted,
"very few of them have an insur-
ance or risk management back-
ground. As a result, they're very
susceptible to the pressures of
insurance salesmen.

« The manual famiharizes clinic
administrators with the phraseol-
ogy of risk management,” the
spokesman continued, "it lets ad-
ministrators know.what is neces-
sary for risk prevention and what
services to expect and what to
demand': from their insurance
company or broker.

"Insurance is one of the most
confusing aspects of my job,"
Stan Hager, administrator of Ev-
erett Clinic, Seattle, Wa., told

Business Insurance.

THE CLINICS insurance poli-
cies are handled by Fred. S.
James & Co., said Mr. Hager,
who added, that "inability to pur-
chase wisely," because he lacked
a risk management background,
led him to an insurance broker.

Everett Clinic, which employes
24 full time physicians and 69
other full time staff members,
has "a complete package of in-
surance,” Mr. Hager noted, in-
cluding property, employe liabil-
ity, business interruption and also
group health and life insurance.

The MGMA manual makes
"any reader more competent in
handling insurance,” Mr. Hager
commented, "and makes the task
of communicating with a broker
easier.”

For Gunn Erickson, adminis-
trator of the Mayo Clinic in
Rochester, Mn., the largest in-
tegrated group practice in the
country, "insurance is only one
aspect of managing the risks."
Besides 945 full time physicians,
Mayo employs 136 full time and
172 part time health care person-
nel; Mr. Erickson is one of the
few full time medical group risk
managers to be found.

The clinic, whose total insur-

ance bill is "in excess of $20 mil-
lion," is serviced by "a number of
underwriters,"” Mr. Erickson said.

"WHAT CONCERNS us most,"
at Mayo, Mr. Erickson continued,
"is the liability question and pre-
vention of a shutdown.”

"Every administrator must
look at what can happen if you're
forced to shut down,"” he said.
"The - combined loss potential
presents a whole gamut of prob-
lerns.

"We buy loss prevention when
we select a carrier,” Mr. Erickson
noted.

Dudley Towne, who adminis-
ters Watson Clinic, Lakeland, FI.,
noted self-insurance is among the

methods he employs to manage

managers

the clinic's risks.

"We are essentially self-in-
sured for group hospitalization
with a plan administered by Blue
Cross and Blue Shield,” Mr.
Towne said.

Professional liability for the
clinic's 55 full time physicians is
partially self-insured, Mr. Towne
said, adding, "We have an um-
brella policy of several million
dollars which includes a complete
insurance package."

Though the MGMA manual is
geared towards fee-for-service
clinics, a section on prepaid pro-
grams received high marks from
a number of administrators.

Prepayment plans and the in-
surance industry have "a close
relationship within the health
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care delivery system," the manual
states. "In many ways they are
dependent on each other."

The traditional role of the in-
surance industry may radically
change under prepayment form
of health care delivery, the man-
ual goes on to predict. One role
the manual considers is for insur-
ance companies to indemnify
prepaid plans when the cost of
providing the services is greater
than the income of the plan. In
other words, "protecting the plan
against the risk of financial loss."

"OUR INSURANCE committee
is actively looking at HMO plans,"”
Mr. Erickson commented, "but
whether or not it will be imple-
mented at Mayo will be- a matter
of what is available in the area,
among other considerations."”

Everett Clinic is negotiating
with a local Blue Shield unit for
a new health insurance policy for
its employes, "and if we can hold
hospitalization down, we'll get

lower rates,"” Mr. Hager said.

Prepaid plans for health serv-
ices are hardly a new concept for
the Eugene, Or., Hospital and
Clinic.

"We had prepaid plans with
the lumber industry in the early
1920s," Raymond L. Smith, as-

sistant administrator of the group
said.

This was before the Kaiser
plan in California was estab-
lished, Mr. Smith said. "We were
considered renegades; the medi-
cal profession was very critical of
us at the time."

The group has had "a very good
experience" with a prepaid plan
involving 1,500 employes of the
Southern Pacific Railroad and is
currently looking into a large scope
prepaid plan.

One problem, Mr. Smith noted,
"has been determining what that
fee should be.”

The fee paid by the Southern
Pacific employes is renegotiated
every 60 days, he said. -

You never know what will turn up
In the group business.

Ouzl

the PROS in
group insurance

GROUP DEPARTMENT
CHATTANOOGA
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Study of human factor
vital for product safety

LOS ANGELES-"Product
safety has been too long dominat-
ed by engineering and chemical
definitions and solutions,” Con-
sumer Product Safety Commis-
sion (CPSC) chief Barbara H.
Franklin said here recently.

"These 'hard’' sciences are im-
portant and essential,"” she told a
meeting of the American Home
Economics Assn., "but we also
badly need to expand our knowl-
edge of the human and the home
environment ingredients in prod-
uct safety.”

Product safety requires an un-
derstanding of how human fae-
tors and the product itself
combine to cause an accident, Ms.
Franklin noted. "This is precisely

what the CPSC is trying to do."

During the investigation of a
product-related accident, there are
four main questions that should be
asked regarding the product, user
and situation, Ms. Franklin point-
ed out. These are:

- Was the accident caused en-
tirely by the product, and if so,
was the product defective?

- Was the accident a combina-
tion of hurnan error and product
defect, and how did it happen?

- Was the product abused or
misused by the consumer in any
way?

- Was the product abused or
misused by someone for whom it
was not intended, like an unsus-
pecting child?

"l generally like to know how
frequently accidents associated

with the product occur and how
are-although a

severe they
'body count' is not necessary for
a product to be proved hazard-
ous," Ms. Franklin noted.

The CPSC needs more consum-
er members to participate in
mandatory standards activities,
she added. "Standards commit-
tees need many more consumer
members ...My hope is that
women, especially, will become
involved in standards-setting as
they never have before. Their
voices and insights ase needed."

Statistically, "there is a serious
consumer product safety problem
in the U.S.," Ms. Franklin com-
mented. "An estimated 20 million
people are hurt every year in ac-
cidents associated with ordinary
household and recreational prod-
ucts. About 110,000 people are hos-
pitalized, and an estimated 30,000
are kKilled.

"The cost to the American
public," she said, "is an estimated
$5.5 billion annually.”

Hartford Group offers
new small group plan

HARTFORD-Group benefit *
packages for the small employer
with three to nine employes are
now available through Hartford
Insurance Group, under a new
plan known as the Hartford mul-
tiple employer trust (HMET)
which offers benefits ranging
from life insurance to optional
maternity benefits.

Although the plan is only two
months old, some 50 or 60 em-
ployers have picked up the bene-
fit package, according to insurance

A Hartford Insurance Group
officer said that up until now, "it
hasn't been easy for the small
employer to get group benefits."

Included in the plan is life in-
and accidental

surance cover

Does your Risk Manager think

of self insurance as a risk?

We sincerely hope not.

Meanwhile, of course, corporate and institutional
presidents, financial VP's, treasurers, and chief oper-
ating people (the people who have bottom-line
responsibility) know that effectively de-
signed and capably administered self in-
surance offers enormous advantages.

Your own customized Gallagher-
assisted program can provide cover-
age for all exposures: property,

ARTHUR J. GALLAGHER & Ca

1 E. Wacker Drive, Chicago, lllinois 60601 - Phone 312/321-1700

automobile, general liability, products liability, dis-
honesty, and workmen's compensation.
You get a better program, with better service-and
you keep those premium dollars in your own working
capital rather than paying them out to some
insurance company.

We will be glad to provide a
detailed competitive comparison
of your present program, at no
cost or obligation. Please contact us.

+ A Nationwide Organization Providing Excess Coverages and All Related Services for Self Insurers
* Brokers for Commercial, Industrial and Institutional Insurance Programs

death and dismemberment with
limits from $4,000 to $20,000 for
owners, partners and officers.
Other employes can purchase
limits up to $8,000.

The maximum limit under the
major medical plan is $250,000
for a lifetime, with a limit of
$50,000 per disability. Mental or
nervous disorders, however, are
limited to $10,000 per disability.

CHOICES AVAILABLE under
the major medical plan include
surgical benefits, physican visits,
disgnostic x-rays and laboratory,
radiation therapy and supple-
mental accident coverage. De-
pending upon whjch of the five
medical plans the employe choos-
es, hospital stays are covered for
$30 to $75 per day.

Optional disability benefits are
available. For the weekly disabil-
ity coverage, an employe is paid
either 70 % of his weekly salary
or $100. Long term disability lim-
its are available up to $1,000 per
rnonth.

Employes can opt for materni-
ty benefits, with limits from $300
to $750 for a normal delivery, de-
pending on which medical plan is
chosen.

At least 75 % of the employes
must participate in order to qual-
ify for the package. In addition,
employers must contribute at
least 25 % toward the costs of the

program.

Canada work

comp laws to
up benefits

TORONTO,
MacBeth, labor minister for the
province of Ontario, introduced
changes to the Workmen's Com-
pensation Act of Ontario, which
could give more money to 33,000
inj ured workers and 5,000 wid-
ows. But the revisions also would

CANADA-JohnN

saddle employers with about
$20-million in added premium
costs.

Workers' benefits for those
permanently disabled will in-
crease up to 60% under a formu-
la which gives raises of 4 % to
those injured last year and this
year before the bill is passed, in-
creases of 8 % to those inj ured in
1972 and 10 % to those injured in
1971. For each further year a
worker has collected a disability
pension, the payment will in-
crease by 2% up to the maximum
of 60%.

AS WELL AS the pension in-
creases, the minimum payment
for a permanent disability will be
raised from $250 to $260 a month.
The widow of a workman killed
on the job would receive his full
pension, and a provision that de-
pendents, cannot receive more
than the deceased man's earnings
will be dropped, allowing pension
increases above wage levels of
previous years.

Payments to injured workers
are based on their earnings at the
time of injury, but the maximum
allowed for calculation of bene-
fits will be raised from $10,000 to
$12,000.

There will also be a change in
the board policy regarding work-
ers considered by board doctors
to be capable of "light work."”
Under the new policy, full bene-
fits will continue as long as the
worker is looking for a job or

training for work suggested by
the board.



Benefits tax slants

Controversy rages over employer
'‘pay-ins’' to profit sharing plans

By JOSEPH S. ROBINSON

Attorney-at-Law

WE KNOW THAT, in order to
be deductible, contributions to a
pension or profit sharing plan
must comply with Section 404
(a) of the Internal Revenue
Code. One specific requirement is
that the contribution be "paid” in
the year for which the deduction
is taken. For cash basis em-
ployers, this means that actual
payment must be made before
the end of the taxable year. For
accrual method taxpayers, how-
ever, the deduction is allowable
if paid within the time in which
the income tax return of the em-
ployer is due to be filed. There
are other requirements, of course,
but this apparently simple one
has caused considerable contro-
versy because of conflicting in-
terpretations of the meaning of
the term "paid”.

The tax court has agreed with
the IRS view that "paid"” essen-
tially means "to liquidate in
cash.” (Logan Engineering Co,
12 T.C. 860). That case was not
appealed, but three later de-
cisions by the courts of appeal for
the third, ninth, and tenth cir-
cuits, respectively, the last in
1963, all reversed various tax
court decisions and allowed a de-
duction for contributions not
made in cash within the time
limit. A recent case illustrates
how the IRS and the tax court,
despite a 10-year hiatus, have not
changed their positions:

THE WILLIAMS CO. establish-
ed a profit sharing plan for its
employes, and in the years 1967,
1968, and 1969, the board of di-
rectors authorized contributions.
The company was on the accrual
basis for the years in question.
Each year, well befgre the due
date for its return, the employer
delivered to the plan trustees its
interest-bearing secured demand
promissory notes for face amounts
equal to the deductions claimed
as its profit sharing plan contri-
butions. The officers and principal
shareholders of the employer ex-
ecuted the notes as "accommoda-
tion makers" and thus were per-
sonally liable jointly and severally
if the corporation did not pay.

The accommodation makers
posted collateral consisting of the
employer's stock and their re-
spective interests in the plan.
Near the end of each taxable
year, the employer paid each of
the demand notes it had issued
earlier in the same year, together
with the accrued interest date.
The IRS disallowed the deduc-
tions on the ground that the con-
tribution had not been "paid"”
within the time limit that is re-
quired by law.

The tax court upheld the disal-
lowance, stating that an obliga-
tion is only "paid” when a cash
payment is made. When property
other than cash is used, it may
also constitute "payment,” but a
promissory note is not "property"”
for this purpose. Moreover, a
promissory note of the obligor
constitutes a mere promise to make
a payment, and thus cannot be
said to satisfy the requirement of
the law. (Williams Company, 62
T.C. No. 19).

Inasmuch as the case is appeal-
able to the seventh circuit, which
has not ruled on the point, the
tax court is, of course, justified in
following its own strongly held
view.

If the seventh circuit af-

firms, the Supreme Court may

then hear an appeal to settle the

T. had six employes. Each of the

resulting "conflict.” two employes who participated

O

favors officers, stockholders or

D in the plan owned 50
A RETIREMENT PLAN that

26 of the
stock of the company. One's sala-
ry was $20,000 and the other's

highly compensated employes is $12,000. The four excluded em-

clearly a No-No with IRS. But

ployes have been employed for

what if the excluded group are more than five years, but were

well paid? Will the treasury then
permit the plan to qualify? Here
are several separate situations in
which IRS recently ruled out
plans for tax favors as discrimi-
natory:

T. Corp. established a pension
plan under which participation
was limited to salaried employes
with at least five years of service.

ineligible to participate because
they were paid on an hourly
basis. Each earned approximately
$18,000 per year.

In this case, the eligibility pro-
visions of the plan resulted in
covering the two shareholder-
employes to the exclusion of all
other employes. Although each of
the excluded employes earned
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substantially more than the low-
est compensated shareholder and
only slightly less than the highest
shareholder, the
plan discriminated in favor of

connpensated

the shareholder group, as against
non-stockholding employes. (Rev.
Rid. 74-141).

In another confrontation, the
service ruled against the em-
ployer even though all full-time
and workers

salaried clerical

were eligible. In point of fact, the
plan covered only seven of the
company's eighty employes, of
which four were highly paid and
three were low paid workers.

A third case dealt with a prof-
it sharing set up in which all
full-time salaried and clerical
workers with three years of ser-
vice were eligible. But here
again, out of sixty-three employ-
es in the firm, only eight fitted
the eligibility requirements. The
rest were outlawed as hourly-
paid workers. Of the eight cov-

ered employes, five were highly

Toymakers don't build
airplanes or airports
and wedon't play around
with coverage.

The aerospace industry is an

assembly of top scientists, tech-
nicians, engineering and management
personnel because it is one of the most
challenging of technologies.

With deep respect and apprecia-

tion of their end product, the AOA
team of underwriters duplicate their
processes of perfecting by ap-
proaching aviation insurance in the
same serious manner.

compensated (including two offi-
cer-stockholders) ; three were
low-paid workers.

In each case, the IRS turned
down the plans concluding that
the classification requirements
resulted in discrimination against
the majority of middle income
employes. (Rev. Ruls. 74-255 and
74-256).

Keep in mind that a pension or
profit sharing plan can legiti-
mately fence off hourly paid
workers without necessarily vio-
lating the rules. All surrounding
circumstances must be taken into
account before a decision is made
one way or the other. (Rev. Rul.
79-200).

_— -

A STOCKHOLDERS exchange
of shares-purchased under a
qualified stock option plan-for
cash prior to the expiration of the
three-year holding period has
been declared by IRS to be tax-
able as ordinary income. (Rev.

Rid. 7332 =2&S7D>. -

Competence should not stop at

this point.

It is your turn to be serious about
your risk in choosing the right aviation

insurance facility.

Ask your Agent to examine the
AOA stability and reliability, the two
qualities that made AOA a major fac-

tor in aviation insurance.

Then have him get a quote from

our expert underwriters.

AVIATION OFFICE OF AIVIERICA

INCORPORATED

A GAO\MNG INTERVIATIONAL AVIrION INSLJAANCE AND RENSURANCE OAGANIZAIION

JACK G. FOLMAA

CHAIRMAN OF THE BOARD AND CHIEF EXECUTIVE OFFICER

WILLIAM H. ALDERMAN

PRESIOENT

7025 EASTEX FREEWAY/BEAUMONT, TEXAS 77706/TELEPHONE (713) 892-7025/CABLE: FOLMAIRINS



“Ram: A giant to tame a river

and harness energy.

That's Dworshak Dam in Idaho. It took seven years to build, consumed

6.7 million cubic yards of concrete, accumulated over ten million man-hours.
Now, rising 717 feet from base to crest, Dworshak regulates the flood-

waters of the North Fork Clearwater River, provides 10,000 acres of recreation
land, supports the largest steelhead fishery in the world, and produces
400,000 kilowatts of energy-enough power to light a city the size of Boise.

To tame th s giant, to make its construction as safe as possible (and dam
construction has inherent safety problems), presented a challenge. Dravo
Corporation of Pittsburgh, who sponsored the joint venture called
Dworshak Dam Constructors, was determined to engineer a safe project.
Their brokers, Fred S. James Company, called on Argonaut to provide
workmen's compensation. The combined efforts of the safety experts paid
off. The giant project was completed with a safety record of 2.35 time-
lost accidents per million man-hours, as compared to the national average
of 17 for this type of construction.

That's performance. That's the Argonaut Difference in Action.

Ask your agent or broker about Argonaut.

627 Argonaut Insurance Companies
Home Office: Menlo Park, California

Principal Offices: Atlanta, Boise: Boston, Chicago, Cranford, N.J., Dallas, Detroit, Honolulu, Kansas
City, Mo., Los Angeles, Miami, Minneapolis, New Orleans, New York, Philadelphia, Portland, San Francisco.
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Revolution occuring in

8 D) eul\.f)

iInsurance

should be risk man's call-to-arms

"l believe risk managers should tryto see that private insurance carriers are
included in all future legislation, so they will have active loss prevention pro-
grams, instead of programs that would only pay expenses. . . ."

By JOHN MURPHY
Vvp, insurance
Avis, Inc.

THINK THERE IS a.real revolution

coming abo surance indu
try, and in risk management. The revolu-
tion lies in the fact that the dollars are
going to have to go to pay for losses in-
curred by society, rather than for the cost
of litigation.

This is true in the areas of no-fault, na-
tional health insurance, product safety
areas, workmen's compensation, and mal-
practice, and all other areas in which leg-
islation can effect the cost of insurance,
benefits or costs of employe insurance.

Risk managers should have an active
interest in being involved in drafting the
pertinent bills. They will have to do some
research in order to take a position. They
will have to establish criteria, advise and
help in drafting pieces of legislation in
order that the loss prevention aspects be
maxTmized, and in order that the blank
check effect is minimized. | believe risk
managers should try to see that private
insurance carriers are included in all fu-
ture legislation, so they will have active
loss prevention programs, instead of pro-
grams that would only pay expenses auto-
matically with no interest in reducing the
extent of loss.

Risk managers are the ones who know
best how to keep this loss control factor in
their programs, they know the effect of
teaching people to live and act safely and
reduce exposures.

THIS REVOLUTION is much more ex-
citing than anything that has happened in
20 years. You're starting with a blank
piece of paper, with some ideals. No-fault
started this way.

Then you establish criteria, as we did
with the six no-fault points that were
adopted by the N.Y. chapter of ASIM. By

becoming involved in drawing the laws,
you work to decide how to use the money
for the public good as well as the economic
good of the country.

The insurance industry, and insureds, to
this point, have concentrated mainly on
the ways to defend themselves against
claims of or complaints by people de-
prived in some way. This has been true of
workmen's compensation, products liabil-
ity and other areas. In the future all of
these bills will find a way to pay these
people without the costly subrogation and
litigation that we've all grown up with.
Our main interest, then, it seems to me,
will be in reducing the losses to be paid.

WITH NATIONAL HEALTH insurance,
for instance, payment will be made the
same as with no-fault, without reference to
legal liability, and without litigation. Under
these circumstances, the risk manager
should take care that the people who can
reduce sicknesses and losses be encour-
aged to do so. | think national health
should carve out certain areas like auto
and workmen's compensation, excluding
payment in those situations, so we don't

lose the benefit of loss prevention in those
areas. We shouldn't just pay everybody
for any sickness under the umbrella of
taxation. | would like to think that the
people who pay the claims should be en-
couraged to continue their efforts to re-
duce the exposure.

Products liability may or may not go
the no-fault route. But it is definitely an
area where research should be done.

MALPRACTICE COSTS will be passed
on to our benefits programs eventually, so
we should know whether it would be ben-
eficial for this area to go to no-fault. We
might be able to eliminate certain expo-
sures in this area. But, in any case, we are
paying for the medical insurance indirect-
ly in our group plans for corporations, so
we should be concerned about what hap-
pens in this area.

I don't think OSHA by itself will do
enough to reduce losses, so workmen's
compensation loss prevention is still need-
ed.

In recent years no-fault has taken much
of my interest because | believed that all
the changes expressed in those six points

RISK MANAGEMENT NOTES

Insurer safety reports:

By WARREN, McVEIGH, GRIFFIN
& HUNTINGTON

risk management consultants
San Francisco-Newport Beach

RECENT CASE in Michigan (Ray V.

ansamerica Insuranc
W. 2d 610) indicates the problems insur-
ance companies are having with their
safety inspections. An employe was in-
jured by an unguarded machine. The lack
of a guard had not been noted by the in-
surance company safety inspector so the
injured worker sued the company for fail-
ure to detect this hazard. Furthermore, he
won the suit in the circuit court in Wayne
County, Michigan. However, the decision
was reversed by the court of appeals stat-
ing that the plaintiff failed to show he
relied on the results of the inspection.

On top of the Nelson case and others
imputing liability to an insurance con'tpa-
ny because of its inspection activities, or
deficiencies thereof, this is one more indi-
cation of the trend of judicial thinking.
The significance of this trend to the risk
manager is that underwriters must be ex-
ceedingly cautious with safety recommen-
dations. Recommending too much can't
hurt them-too little could hurt badly.
The risk manager should therefore be in-
creasingly critical of insurance company
recommendations. The uncritical insured

will spend far more than a balanced opin-

ion would judge appropriate if he relies
entirely upon his carrier's advice. Some
points to bear in mind are these:

= You, the insured are responsible for
safety. The responsibility is not delegable.

e You, the insured, should spend
money only where it will achieve returns
in safety commensurate with the expendi-
ture.

= All available advice and technical
facilities of the insurer should be sought
and considered, but viewed only as
suggestions-not requirements.

- If significant amounts of money or a
serious hazard are involved, seek advice
from an expert, unbiased, uninvolved

source.

Accident investigation

A fundamental tool of the risk manager
is an accurate loss history. Even more
fundamental is the information fed into
the computer or loss record to create this
history. Unfortunately, persons who re-
port losses are not always adequately
trained in accident investigation, and dis-
tortions therefore arise.

AN important function of the risk man-
ager is to see that persons who are in a
position to fill out accident reports are
properly and periodically instructed on
the techniques of accident investigation.
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we drew up were very necessary, and
healthy. | did what | could to educate peo-
ple that no-fault was here, and suggest
that they do everything in their power to
make sure potential abuses were cleared
up along the way.

I first started working on no-fault in
1967, and since then talked with ASIM
chapters in many states, as well as to some
publications to discuss the six areas where
we wanted changes made. | haven't actual-
ly supported or opposed that many bills,
but | looked over many of the bills in dif-
ferent states and at the federal level, and
coordinated activities with the American

Insurance Assn.

THE IMPORTANT THING for the risk
manager is to make sure he coordinates
with other interested parties in the indus-
try, He must also make sure his own cor-
poration appreciates his thinking. Some-
times he has to educate his employer of
the proposed laws impact on the corpora-
tion and its employes.

The object is to educate corporate supe-
riors to the fact that the employes as well
as the corporations are greatly affected by
the new legislation, and that activities
should be directed to assuring a more ef-
fective and efficient use of the money in-
volved in this legislation. By being
involved in the legislation, significant sav-
ings may be realized, but more efficient
use of the billions of dollars involved is

ewvenn rnmore impor—tant_ -

John Murphy has been with the insur-
ance department of Avis Inc. for 12 years.
He is currently up-insurance. He has
a BS degree from Massachusetts State
College and a Juris Doctor degree
from Boston University. Mr. Murphy is a
the
Massachusetts Insurance Buyers Assn. and

member of the Boston Bar Assn.,

vp-legislation of the New York chapter oj
ASIM.

Take note

Usually, it is the line supervisor who
makes the reports and each one should
have a check list of pertinent items to re-
cord. The accident report form will contain

most of the necessary information, but in
addition he should include:

- Existence of any unsafe condition.

- Any pertinent attitudes or activities
of the injured person.

e Any statements made by the injured
person.

= Whether or not he was wearing prop-
er safety gear.

- List of witnesses and any pertinent
comments they may make.

The supervisor should be encouraged to
put as much factual information as possi-
ble in the report but to avoid assessing
blame.

Some plants have found a great im-
provement in data volume results if su-
pervisors are able to dictate their reports
into a portable or telephone dictating ma-
chine wish results transcribed by a
secretary. The secretary may also be able
to spot omissions and call back to the su-
pervisor to fill in any missing data.

Proper functioning of these procedures
is too important to be left to operating
personnel only. The risk manager should
take a direct interest in following up at
intervals to be certain that procedures are
actually carried out at all locations. -
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__Employe benefits: Coming in from the fringe

word
"fringe" has acquired a nrew
meaning in employe benefits.

Lee R. Polacheck, executive vp
at the International Foundation
of Employe Benefit Plans, be-
lieves "fringe" benefits are mov-

ing from the outside towards the
core of today's employment
compensation package.

"Let's face it," he told the
AFL-CIO Labor School here
"fringes simply are not fringe.
any more." The changing charac-

- CABLE: EXRITERS-(312) 641-0033-TELEX NO. 25-41270
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150 South Wacker Drive / Chicago, lllinois 60606
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- Full SEC coverage
- Prior acts coverage
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- Unlimited defense costs
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ter of America's work force, and
the emphasis put on employe
benefits, have combined to make
these benefits an essential part of
employment compensation.

As a result, the employer
and risk manager must be ex-
tremely careful in their adminis-
tration of benefit programs. For
years, Mr. Polacheck noted, "some
employers have discounted the im-
portance of fringe benefits to their

workers.

"While it is true that some em-
ployes may not be particularly
concerned with fringes, most are
becoming increasingly aware of,
and eagelf to secure, their advan-

tages."”

A GROWING percentage of the
average employe's total compen-
sation is made up of fringe bene-
fits, he pointed out. "A quarter
century ago, the average Ameri-
can worker received about 20.2 %
of his total compensation in
fringe benefits. Ten years ago the
benefit ratio rose to 27.1 %.

"Today it is not unusual for a
worker to be getting one-third or
more of his total compensation in
fringes. And some forecast-per-
haps even before another decade
is past-that the ratio will be
50-50 in benefits and payeheck
dollars.”

Statistics documenting the cur-
rent impact of fringe benefits are
staggering. More than 150 million
Americans today have hospital-
medical coverage under employe
group plans, Mr. Polacheck said.
And pension plans in the private
sector total assets of nearly $162
billion.

"Now that's a potent force in
investment markets," he said.

From these pension fund
assets, 5.2 million retired Ameri-
cans are drawing $8.4 billion a
year in benefits.

The future of fringe benefits is
unclear, Mr. Polacheck noted, but
there's little reason to believe
that pressure for expanded com-
pensation will abate soon.

"The press for improved bene-
fits has been more or less contin-
uous; first, during the post-war
years when everything zoomed-
wages and benefits. Then there
was the more recent economic
stabilization program with its lids
on pay and fringes. But now the
lid is off again. So what's next? |
doubt that if John Galbraith,
Milton Friedman and Herbert
Stein were here that they could
tell you with any certainty.”

Numerous factors are influenc-
ing labor's push for more bene-
fits. One of these, Mr. Polacheck
is the ever-changing state of
Inflation's bite into

said,
the economy.
the benefits package will predict-
ably put more pressure on employ-
ers to expand their compensation

prograrns.

OTHER FACTORS involve the
changing character of America's
work force. "Depending on your
industry, your workers are prob-
ably getting younger, more of
them are women, and more of
them are retiring before age 65,"

he noted. "So there will be some

hard decisions to be made by

union leaders regarding the

proper balance between benefits
for the younger worker versus
benefits for the older worker.”

Unions themselves are growing,
Mr. Polacheck said. "Public em-

ploye associations have grown 29%

If you haven't at least -
recommended Honesty
Insurance, there's a
good chance the
explanation will fall
on you. So give your
company the protection
of F&D Honesty Insurance

and eliminate the

possibility of embar-
rassment later!

You and your agent or
broker can depend on
F&D bond specialists

for fast service and
professional advice as

to coverage . . and,

if the other boverages
are packaged, the price
will reflect your
discount rate.

Fidelity and Deposit Co.
Nation's leading bonding experts
Baltimore, Maryland 21203

Lee R. Polacheck

over a six-year period while pub-
lie employe unions doubled in size
during the 1960's. Total membe-
ship of these two Broupsnow totals
over four milli0o4 or about one-
third of all government employ-
ment.

"The manner in which this
power is exercised during the re-
mainder of the 1570's will set the
climate for future negotiations."

Employers, as well as union
negotiators, need fo have a thor-
ough understanding of benefit
costs when deciding how to ex-
pand the compensation package.
"Conditions of the day now de-
mand more documentation-in-
deed, complete docunentation," Mr
Polacheck explained.

When an employer bargains
with a union, he zan help or hurt
the company depending on how
compensation is apportioned.
"For example," the benefits ex-
pert noted, "higher wages as op-
posed to additional fringes may
attract more and better workers
in a tight employment market.

"When money is put into fring-

s,"” he added, ' it often means
that the cost of overtime or So-
cial Security ... will not be in-
creased. Then 'ten cents per hour
contributed to a pension plan is
sometimes cheaper than ten cents
per h6ur added to straight hourly

wages."

WHILE HOSPITAL and medi-
cal costs continue to climb, many
of the younger workers will prob-
ably be uninterested in pension
plan improvements. But although
pensions may be ignored by some
of the employes, they are not for-
gotten by all the employes.

"At a certain age (workers)
will become more and more con-
scious of the importance of in-
come maintenance during their
later years," Mr. Polacheck said.

"Senior employes, who often
influence the shcp and generally
have a proportionately greater
say in union affairs and negotia-
tions, are sensitive to the signifi-
cance of pensions for all workers,
particularly themselves.
over, increased communication by
unions, pension funds, and in some

More-

cases employers themselves, has
whetted the appelites of almost all
workers for secure pensions.

"AnNd legislative activity in
Washington of late certainly has
enhanced interest-as well as the
level of awareness of the average
worker.:"

Old and young employes alike
favor improved medical cover-
age. "Younger workers want it as
a buffer between illness and in-
jury and what limited cash
reserves they may have,"” Mr. Po-
pointed ocut. "Older
workers want it as possible pro-
tection against the cost of iliness
that can come with aging and in-

Firrmm b o die==_"" rrm

lacheck



Ford takes over...

Continued from page 1
of the Senate finance committee
and co-sponsor of another of the
major health insurance 6ptions,
said a House bill would not "die in
the Senate” this year.

Sen. Long's bill, cosponsored
with Sen. Abraham Ribicoff
(D-Cn.), may benefit from a big
push for action this year. It has
wide support in the Senate, and is
the cheapest of the major bills now
pending in Congressf but also the
least comprehensive.

The Long-Ribicoff proposal
would provide federal -medical in-
surance for the poor, a catastrophic
insurahce program for all . Ameri-
cans, and would encourage private
health insurers to offer a standard-
ized set of health care benefits.

If national health insurance
reaches President Ford this year,
it will be the second major, even
historic, bill dealing with insurance
or employe benefits presented dur-
ing his still very new administra-

tion.

THE MASSIVE pension reform
bill is expected to move to the
White House any day now. Al-
though there has been no official
White House comment, President
Ford is considered certain to sign it.

One well-placed Senate source,
himself a Republican, said, t'In
view of his well-deserved reputa-
tion for being very close to what
goes on in Congress, it seems high-

ly doubtful that he would do any-
thing else but sign it."

Other insurance and employe
benefit-related legislation that
could move to the Ford WWhite

House this year includes:

OVERSEAS PRIVATE
VESTMENT CORP.: Even before
pension reform reaches the White
House, President Ford will have
before him a bill to extend for an-

IN-

other three years this agency
providing investment insurance for
U.S. firms in lesser developed na-
tions. An aide to Sen. Frank
Church (D-Id.), a bitter opponent
of OPIC programs, said the final
bill was "a step forward" and "that
he expects it "would go through
without any problem. . -

PRICE-ANDERSON NUCLEAR
INSURANCE amendments: Later
this summer, the Ford White House
will probably receive a bill extend-
ing the federal government's role
in providing nuclear insurance to
utilities. A staff member of the
joint committee on atomic energy
said there is no "official” reason to
doubt the bill would be signed, es-
pecially in light of the President's
support of energy self-sufficiency
programs coupled with the bill's in-
tent to phase out the governmenfs
role in this area.

OCCUPATIONAL SAFErY
AND HEALTH ADMINISTRA-

0]0

steady o
with

US.

TION: Capitol Hill sources now
project that there will probably be
no 1974 legislation coming out of
the oversight hearings presently
being conducted in Congress. How-
ever, the President will probably
be asked to approve a House floor
amendment to the OSHA appropri-
ations bill now pending that would
provide money for business's re-
quest for on-site job and safety
consultations for srnall ernployers.

RAILROAD RETIREMENT:
President Ford will almost certain-
ly be asked to sign some kind of
bill to prop up, if not reform, the
financially-tottering railroad re-
tirement system. The industry-
labor reform bill now pending in
Congress has been attacked by the
Social Security administration be-
cause it shifts some railroad retire-
ment costs, said to be in the billion-
dollar-plus range, to social secur-
ity.

WORKMEN'S COMPENSA-
TION REFORM: President Ford
may not have to face a bill estab-
lishing federal minimum standards
for state-run workers' compensa-
tion programs. There are no signs
of early action in the Senate, and
the House has yet to begin hearings.
Business and insurance industry of-
ficials criticizing federal invasion
of state authority may find a
friendly reception in the Ford
White House. (The Nixon admin-
istration had urged against any ac-
tion this year.)

NO-FAULT INSURANCE:

We're a steady partner in any insurance relationship we under-
take. Steady with claims, service, and safety engineering.
Steady in solving complex insurance problems of both offshore
and land enterprises. As a result, our growth in ten years has
beer? steadily upward.

You can make a date with us for workmen's compensation,
employer's liability, general and excess liability, properly, fire,
and marine fisks involving offshore platforms, drilling rigs,
shipping, pipelines and ocean tows. We're especiallyskilled in
special risks coverage and reinsurance.

With charms like these, how can you miss?

Cullen Center Bank Building

HIGHLAND-
INSURANCECOMPANIES )

A HALLIBURTON Company

Houston, Texas 77002

Atlanta / Austin / Corpus Christi / Dallas / London / Los Angeles / New Orleans
New York / San Antonio / San Francisco / Singapore
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Some form of no-fault bill may
well reach the President this year.
The Senate has passed a bill re-
quiring states to enact no-fault
statutes meeting minimum- federal
standards. The House has conclud-
ed public hearings before two sub-
committees. The bill will prob-
ably need the active support of
Rep. Harley O. Staggers (D-W.V.)
if it is to get through the House.

That support is unclear.

among voters than worker's com-
pensation, but the issue is the same
-federal standards for a previous-
ly state-regulated insurance mat-
ter. Its reception in the Ford White
House is uncertain, but a veto could
cause considerable uproar for a
President seeking widespread pub-
lics =wagpgpEp>cort. -—

Termination penalty ended

MORRISTOWN, N.J.-In an
effort to eliminate injustices of
short-rate penalties on early pol-
icy terminations, Bakers Insur-
ance Co. will cancel policies on a
pro-rata basis
immediately.

only effective
Company president, Edward
Konikowski told Business Insur-
ance, "we feel our decision to
cancel policies on a simple pro-
rata basis is more consistent with
good. insurance philosophy and
has obvious beneficial aspects for
the policyholder as well."
Traditionally in the property
line business, when a policyhold-
er cancels before the termina-
tion date, he is penalized "up to
10 %." Under pro-rata cancella-

tion, there is no penalty.

It "is unfair to a policyholder
who sells his property or auto
and no longer needs insurance or
is dissatisfied with the service of
the company” to be further pe-
nalized, the president added.
Penalties only add to a client's
dissatisfaction.

The decision was approved by
the New Jersey Insurance De-
partment.

Although Bakers Insurance Co.
began as specialists in bakery-
baking insurance in 1912 the
company now provides commer-
cial property coverage for all
types of small and medium sized
businesses in the New Jerse

-_— — —

WAY S

YOU CAN
PUT THE

VALUATION
REVOLUTION

TO WORKI!

1 Put nev, speed into all your appraisals. Computerized
techniques help our professionals do in a day what used
to take a week. That's part of The Valuation Revolution.

2 Cut costs with the M/S Simpraisal. Now saving time
and costs for multiple location operations.
Check the potential for your business. Revolutionary!

3 Keep covered/keep current with M/S Annual

Valuation Service. Costs a fraction of Original appraisals.
It's a logical way to insure your insurance.

Call the M/S Revolutionary Consultant

andsay: Show me.

appraisals by
Marshall and Stevens

Atlanta/Boston/Chicago/Dallas/Detroit/Houston/Los Angeles
Minneapolis/New York/Philadelphia/Pittsburgh/St. Louis/San Francisco

A Unioname,ica Company
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More companies move to shift
liability to building contractors

NEW YORK-Opening one of
the sessions on contractual liabil-
ity at the American Management
Assn. headquarters here, Edward
P. Ahrens Jr., claims manager
for Florida Power & Light Co.,
cited a trend among corporations
to increasingly attempt to shift
liabliity to their general contrac-
tors and subcontractors.

This is done, he said, through
the broad form hold harmiless
agreement. Under this approach,
one party assumes all liability for
the work done. This, the claims
manager said, "is a real liability-
shifting device."

He said that in the last two
years, some 18 states have modi-
fied or prohibited this form.
Thirty-two states upheld it.

Nearly 40 years ago, when we
put the first package together,
the idea was brand-new.

For employees, this meant an
opportunity, through voluntary
payroll deductions, to obtain
automobile coverage at pre-
miums lower than possible on

an individual basis.

For the employer, it repre-
sented an innovative and inex-
pensive fringe benefit.

This is typical of the many
mutually advantageous insur-

Citing some advantages of
the broad form, Mr. Ahrens said
it:

« limits the impact on indem-
nitees of claims operation and fin-

ance;

spotlight on

contractors’
liability

- in most combines

cases

workmen's compensation and
general liability, removing the
incentive for others to file subro-

gation suits;

We first offered auto insurance

- shifts the incentive for total
project safety to where it belongs,
on the contractor;

- eliminates the incentive for
contractual suits;

= eliminates doubling cover-
age;

= limits the multiplicity of in-
terests.

Florida Power & Light's hold

harmless agreernent

provides
that the "contractor agrees to
protect, defend, and hold the
company free and unharrned
against any liabilities whatsoev-
er, whether or not due to or
caused by company's negligence,
resulting in connection with per-
formance of the described work
by contractor, its employes or

subcontractors.” This relieves the

via payroll deduction back
when rumble seat roadsters were the rage.

These programs are not
limited only to employers. A
wide variety of other sponsors

includes:

ance and benefits programs
developed over the years by
Marsh & McLennan.
Automobile insurance is just
one of them. Life, long-term
disability, travel and professional

liability are among the other
lines that are often available.

* Professional and trade as-

sociations that want to pro-

company of all liability.

The limits of contractual liabil-
ity "shall not exceed the sum of
$1 million for injury to or death
of any one person or $3 miillion
for inj uries to or death of more
than one person arising out of a
single occurence or $3 million for
damage to property arising out of
a single occurence,"” the utility
agreement specifies.

However, agreernents vary
from industry to industry, Mr.
Ahrens explained. He said that
the intermediate form, which
splits liability, is more practical
than a limited form, in Florida as
well as other states.

DESPITE THE fact that a
Florida statute passed two years
ago declared the broad indemni-
fication agreement null and void,
it is still being used by com-
panies. "The state merely created
conditions under which it could
be used," the speaker added.

There is no ideal contractual

vide additional benefits to
members.

+ Credit card organizations
seeking a firmer bond with
cardholders.

* Franchise operations pro-

viding worthwhile savings
to the franchised small

businessman.

If you'd like to know more, get
in touch with your local Marsh

& McLennan office. Chances are

6SE & Me,<imlilipirlizirilithlizir
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The Knowledge Broker

we have some good ideas. that.
will spell good business to you.

agreement around, Mr. Ahrens
contended. "Ours has been ham-
mered out and modified"” and is
still not perfect, he told the audi-
ence of corporate and underwrit-
ing officials.

Florida Power & Light has en-
countered other problems in this
area as well, Mr. Ahrens noted.
When an accident occurs on a job
site, the company goes out and
records the incident and calls the
insurer immediately. But, the in-
surer's response is not always
favprable. "Few insurance com-
panies will respond to a report
immediately,” because the un-
derwriter often feels the worker
is covered with workmen's com-
pensation, he explained.

The claims manager went on to
note other necessary provisions
of insurance which must be filed
with the insurance department
before work can commence.

The contractor must provide
proof of workmen's compensation
insurance in accordance with the
state's requirements. He must
also have public liability cover-
age amounting to $1 million per
person, and $3 million for each
occurence. Property damage cov-
erage with limits of $300,000 per
occurence must be included
under the provision of insurance.
Automobile public liability and

automobile property damage must

also be included. -

Wrap-ups
seen as part

of insurance

cost solution

NEVWW YORK-Building con-
tractors looking to save money on
insurance costs should look into
wrap-up programs, a speaker at
the recent American Manage-
ment Assn. seminar on contractual
liability advised.

In a wrap-up plan, the con-
tractor and subcontractor, and all
their

are covered

employes,
under a policy naming the owner
as the insured. The liability bur-
den is placed upon the owner,
rather than the contractor or
subcontractor.

"There are great potential sav-

ings in a wrap-up plan.,” Ray

Poltrohieri, senior consultant,
Ebasco Risk Management Ser-
vices Inc., New York, told the

seminar.

ELIMINATION OF high liabil-
ity premium rates for contractors
and subcontractors, facility of
claims handling, a uniform safety
program on the construction site,
and generally improved coverage
and better control were cited as
advantages of wrap-up plans by
Mr. Poltronieri.

A representative of the insur-
ance brokerage firm, Alexander

& Alexander Inc.,

disagreed.
"There's a benefit in the compe-
tition among carriers in bidding
for a job,” he said.

Another insurance broker
pointed out that small brokerage
firms and underwriters oppose
wrap-up plans. "They don't want
to lose the premiums paid by
contractors and subcontractors.”

A construction company spokes-
man noted that "A $20 million job
is the basic minimum limit for a
successful wrap-up program. Be-

low that, it's a waste of time."” -

INA sees growth

INA Reinsurance Co., a subsid-
iary of INA Corp., opened a new
San Francisco office to accom-
modate the growing facultative

reinsurance market in that area.



NEW YORK-Problem
of contractual liability, notably
the hold harmless agreement,
provided the focus of a three-day
seminar on insurance for general

areas

contractors and their corporate
llients, sponsored by the Ameri-
can Management Assn.

That liability coverage is a
continual problem in the building
industry, was a foregone conclu-
sion by most of the construction
company representatives attend-
ing the seminar. A total 27
persons, including insurance
brokers and underwriters, at-
tended the session at AMA head-
quarters.

"We have work in'so many dif-
ferent parts of the country where
the risks are different,” James C.
Hagan, Penn Dixie Industries

Inc., New York, commented.

"YOU NEVER know how much
coverage is enough,” Oscar Hi-
bler Jr., manager of insurance
services for Linbeck Construction
Corp., Houston, Tex. added.

Hold harmless agreements pose
the biggest problem in the risk
management area, a majority of
the construction company insur-
ance representatives agreed.

Hold harmless agreements, cr
broad form liability clauses, state
that "the contractor agrees to in-
demnify and save harmless the
owner, architect, and engineer,
their agents or employes, from
and against all loss or expense

. except only such injury or
damage... occasioned by the
sole negligence of the owner, ar-
chitect or engineer.”

"In other Words, we're assuming
total liability,” one construction
company risk manager grumbled.

"But then we pass the liability

on to our subcontractors,” one of
his associates added.

Donald Davignon, risk manag-
er for the New York Times Media
Co. Inc., New York, one of the
seminar's first speakers, noted
that hold harmless agreements
"define the perameters of re-
sponsibility before, rather than
after the fact,” and for this rea-
son, "the hold harmless clause is
paramount.”

FREDERICK F. ABDOO, man-
ager of client services, Ebasco
Risk Management Consultants
Inc., New York, advised contrac-
tors who are forcing subcontrac-
tors to sign such agreements:
"Don't do to others what you
wouldn't want done to yourself;
it's better to be moderate in your
demands for releases from liabili-
ty’".

On a more practical level, Mr.
Hibler suggested few subcontrac-
tors have enough liability insur-
ance to cover them in a hold
harmless agreement. "Have you
ever found a plumbing subcon-
tractor with $2 million in liability
coverage." he wondered.

To make sure a construction
job is sufficiently insured, most
large contractors and their fre-
quently-used subcontractors are
insured by the same company,
Mr. Abdoo observed. This way
contractors get better and broad-
er coverage, he said.

AMIA promotions

The American Mutual Insur-
ance Alliance announced that
James S. Stickles, director of
workmen's compensation, was
named assistant vp, workmen's
compensation, government and
industry affairs. Donald J. Addis
assistant VP,
workmen's compensation admin-
istration. And John J. Doyle was

named senior legislative analyst,

was

appointed

workmen's compensation.

Coverage for broad form liabil-
ity agreements is often part of a
blanket liability policy which
contractors' representatives said

spotlight on
contractors’
liability

their companies have.

L.,iberty Mutual,
Travelers’, INA and Employers’
Mutual

Kemper,

Insurance companies

were cited by a number of those
attending in the seminar as pro-
viding the bulk of builders’' lia-
bility coverage.

POLICY COSTS depend on the
size of the company and the type
of individual construction job,
spokesmen for the contractor
noted. Liability coverage is rated
per $100 of the total cost of the
construction job, including. labor,
material and equipment. Colli-
sion insurance, most of the semi-
nar attendees said, is separate
from general builders’ liability

business insurance, August 19, 1974/43

Hold harmless forms pose biggest problem area

coverage.

Donald J. Greene, member of
the law firm of LeBoeuf, Lamb &
Leiby, New York, noted that "the
relative strength of the parties
involved calls the tune in most
hold harmless agreements."

He told the group that inter-
mediate agreements, where, basi-
cally, each party agrees to be
responsible for his own negli-
gence, have more chance of being
held effective by the courts.

This, coupled with a trend to
awarding punitive damages in li-
ability cases where gross negli-

gence is proved, make intermedi-
ate, rather than broad form liabili-
ty agreernents perferable.

Courts in a number of states,
most recently Washington and
Michigan, have held broad form
(hold harmless) - agreements un-
enforcable.

The passing of the liability
buck encouraged by hold harm-
less agreements is seeing its last
days, several seminar partici-
pants contended. "Hold harmless
agreements will eventually be

ou:lawed in all states,” an insur-

ance underwriter concluded. -

Guess who just ordered
ed in all his new

sprinklers

high\

The GSA, the
federal

agenay

responsible for P 4
etting most a 4

governmen
construction

contracts, has

just ordered that

all new buildings

5 stories or more

in height be

equipped with

automatic fire sprinklers.

And Uncle Sam isn't the only

one who's sold on automatic

sprinklers as a way to insure life

safety. To date, Connecticut, Mary-

land, Massachusetts, Ohio and scores

of cities, towns and municipalities have

passed tough new building codes banning new construction
of unsprinklered high rise buildings.

The implications are clear: whether you're a building owner
or developer, an architect or specifying engineer, you should

buildings?

safer and
could save
you money
in many or all

of the following
ways: Flame

spread ratings of surface
finishirg materials can be

increased. Fire ratings of

walls doors, roots, floors,

beams trusse, and columns can

be reduced The distance between

fire exits can be increased, leading to

fewer stairways. Larger non-compact-

mented areas are permissible, and fire

barrier requirements can be eliminated. Smokeproof
entrance closures to exit stairs can be eliminated if stairways
are pressurized. The requirement for "areas of refuge" can
be waived. Manual fire alarm systems may be eliminated. Fire
hoses and cabinets can be eliminated. Riser piping is permitted
to serve as combined sprinkler riser and fire department

standpipe

be aware of this growing trend toward life safety Facing the
future now and learning all you can about sprinklering properly
could save you money in the future when you come face to
face with one of these tough new codes.

A question of ethics. Occupants of high rises have the right
to expect protection from a fire which could leave them
stranded hundreds of feet above the reach of fire department
ladders and hoses. Many fire experts agree that a modern
sprinkler system is the best way to insure that kind of safety.
Rental appeal. Many firms are insisting that their buildings
be sprinkler protected for the safety of their employees. As

Sprinklers cost,-it's true. But sprinklers save money, too. The'
average high rise can be sprinklered for approximately $1 per
square foot. Investigate the construction cost savings involved
in your next high rise. The results may surprise you.

Grinnell Fire Protection Systems Company, inc. has been
designing and building sprinkler systems for more than 120
years. We would be happy to work with you in the planning
of an automatic sprinkler system in your next high rise building

If you'd like more information on how we can help, call the
nearest Grinnell district office listed in the Yellow Pages, or
write Grinnell Fire Protection Systems Company, Inc., 10
Dorrance Street, Providence, Rhode Island 02903.

this trend continues, non-sprinklered buildings will be at a
decided rental disadvantage. In addition, sprinklers give build-
ing owners the maximum in usable rental space and provide

more rental income.

Cost savings. Sprinklering your next high rise will make it

Sold throughout Europe by Kooperschmidt Sprinkler G.rn.b.H Ka tenkirchen. Germany

GRINNELL

G ELL ARE PROTECTION SYSTEMS COMPANY INC

Photo by ine Benmarn ~.cnive
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Owners, cohtractors often need more
than blanket CGL cover: Speaker

NEW YORK-Comprehensive
general liability coverage is the
most basic and comprehensive
form of insurance used by con-
tractors outside of manuscript
policies, according to a special
risk underwriter speaking at a

recent American

Management
Assn. seminar on contractual lia-
bility.

M. Anthony Bisceglia, Em-
ployers Insurance of Wausau
said, however, that despite wide
use of CGL policies there are
many exclusions for contractors
under comprehensive general lia-
bility insurance. Often, to pro-
vide full protection, additional
coverage nnust be purchased sep-
arately under the policy, at an
extra premium charge, he noted.

Under this type of policy a
contractor is protected against
injury on property under the op-
erations clause.

There is also an independent
contractor's clause which states
that the insurer will defend the

spotlight on

contractors’
liability

contractor even in the cas4 of a
subrogation suit. Mr. Bisceglia
explained that this is not a direct
liability, but rather a secondary
or contingent one.

Completed operations coverage
can also be purchased , under
this policy, at an additional cost.
Mr. Bisceglia recommended that
the insured purchase this cover-
age to protect against injuries
incurred after completion of a
project.

Contractual liability coverage
can be purchased either under a
blanket bond coverage or specific
approach.

Under the specific coverage,
the insured must decide whether
he wants a limited, intermediate
or broad form. The speaker noted
that the broader the fornn, the
higher the cost.

Costs under a blanket bond,
however, are often negotiable,
the speaker added.

Mr. Bisceglia warned the at-
tendees of time specifications on
contractual liability. Often, he
said, the insured thinks he has a
"bonafide
doesn't because the agreement is
reported to the insurer too late.
This gives the insured a false
sense of security.”

contract when he

The underwriter recommended
blanket bond coverage to larger
contractors rather than specific
to give them "peace of mind."

XCU coverage against damage
as a result of explosion, blasting,
structure collapse injury to build-
ings and underground utilities,
is also excluded from the basic
policy. It may be purchased
if that risk is present, and an
additional charge is built into the
premium.

CONTRACTUAL liability cov-
erage is not deesigned to cover
care and custody of property, Mr.
Bisceglia noted. It is "foolish for
a company to protect someone for

" JAutomatic"Sprinklers
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y's Harborside ..

Insurance Savings Pay
For Sprinkler System in 3 Years.

From a window at Jimmy's Harborside Restaurant,
you can see the busy Boston Fish Pier... the hardy

fishing trawlers...

and the flight of the seaguill.

One of New England's finest eating establishments,

it attracts patrons from all over the world with its
award-winning cuisine. The recipient of several
important national magazine citations including, for
18 consecutive years, Holiday Magazine's "Distinctive
Dining Award". Beginning as a small cafe in 1924, it
expanded into adjoining property by the early 50's,
and now occupies a full block, two stories high.

To protect their growing business, owners Jimmy Doulos
and his son Charles (patrons call him "Jimmy Jr.")
installed "Automatic" Sprinklers several years ago. -
"When you have a following like the one Harborside

has built over the years, you need to find ways to limit
your risks. Good fire protection assures our business
continuing in the event of fire," says Mr. Doulos.

t11Ei

Imu Al

dliill

Charles notes that fire insurance premiums were
noticeably reduced after installation of the "Automatic”
Sprinkler system. According to their insurance agent,
Fairfield & Ellis of Boston, "substantial savings in fire
insurance costs enabled Jimmy's to amortize the cost
of the new automatic sprinkler installation within

three years."

Insurance savings of 40%,to 90% and payback periods
of 3 to 5 years are typical in sprinklered buildings.

"Automatic" Sprinklers can mean automatic savings for
your business too, whether it's large, medium or small.
Whether your building is new or existing construction.
Whether you own or lease. Write: Manager of
Marketing Services, "Automatic" Sprinkler Corporation
of America, Box 180-SB, Cleveland, Ohio 44147.

7070

Tjl?Automatic’

I CCOFRRFTCORRAANT 1oy OF

Sprin#der

AMERICA

A DIVISION OF AMERICAN LA FRANCE INC.. SUBSIDIARY OF A-T-0 INC.

his shoddy workmanship.”

The policy will include bodily
injury, but this is not to be con-
fused with personal injury, it was
noted. The difference is that per-
sonal injury insures one against
slander, libel the like.
"Contractors generally don't re-
spond to this coverage," the
speaker said, because they rarely
come in contact with the public.

A Marsh & MeLennan Inc.
representative spoke on bonding
as an alternate means of protec-
tipn against contractual liability.

David McKeown, the

firm's bonding department, said
thhat ""the

and

frorn
general contractor
traditionally contracting
bonds to attract subcontractors.
And suppliers know that bonds
protect them." It also expediates
the flow of materials for the job.
Benefits of obtaining bonds,
noted by the speaker, include:

Under a bond, contractors may
be able to obtain more business

uses

because the subcontractor is pro-
tected, and owners should be able
to get better quality contractors.
Costs should be lowered, as well.
One type of bond Mr.

MeKeown rnentioned was the
performance bond, a guarantee
that the contractor will perform
his job in accordance with con-

tract specifications.

BOND COSTS are small, the
broker claimed. For a small job
of $100,000 or less, the cost would
be about 1 % of total costs. For a
larger job of $3 million to $4 mil-
lion, the cost would be about $6
per $1,000 on the contract price.
Above that amount, the cost
could be as low as $5 per $1,000.

Under this bond approach, the
cost is shifted to the owner. Either
the owner pays directly or the
cost of the bond is built into the
contractor's cost for the job.

Mr. McKeown explained: "We
come across quite a bit of owner-
control bonds. As a broker, we
don't really take a stand. It could
be a lucrative part of our opera-
tion." But, he continued, when
claims are pursued and the insur-
ance company fails to respond,
the broker's reputation suffers.
He added, however, that most
brokers recommend owner bonds.

A bid bond, which gives the in-
surer the right to screen prospec-
tive bidders on every contract,
was advocated because it tells the
owner whether the contractor is
financially stable or not.

Maintenance bonds are less
frequently issued to cover a per-
iod of one to three years on proj -
ects already completed. The first
yvyear of protection is free.
However, there is an extra pre-
mium charge for additional
years. Generally, only parts of
the work are guaranteed.

Marsh & MelLennan's advice to
corporate clients often includes a
,suggestion to purchase perfor-
mance bonds. "It is the cheapest
insurance we know. As brokers

we recommend owners use it." m

United Airlines tells

insurance facts for 1973

UAL Inc., Chicago-based par-
ent company of United Airlines
and Western International Ho-
tels, disclosed in its annual report
for 1973 that insurance accounted
for nearly one cent of every air-
line expense dollar. This expense
was graphically illustrated with
charts showing sources of airline
revenues and expenses. Insurance
was shown to be the smallest of
the nine listed expenses. UAL said
in its footnotes that United follows
a policy of providing a reserve for
self-insurance through charges to
earnings for the deductible por-
tions of policies covering damage
to its aircraft. Accumulated pro-
visions for these self-insured risks
were $31,613,000 at yearend.



Chilean government settles with
Anaconda Co. for $253 miillion

NEVV YORK-The Anaconda
Co. announced a $253 million set-
tlement with the Chilean govern-
ment over expropriation of two
of the company's subsidiaries in
that country in 1971.

The Chilean government agreed
to pay Anaconda $5 million in
cash and $188 miillion in promis-
sory notes of Corporation del Co-
bre dated Aug. 1, 1974 and guar-
anteed by the Central Bank of
Chile.

The settlement involves Ana-
conda's subsidiaries, Chile Explo-
ration Co. and Andes Copper
Mining Co. which operated the
Chuquicamata and El Salvador
copper mining properties.

AS A RESULT of the settle-
ment all prior claims and contro-
versies, both in Chile and the U.S.
have been reseolved, a spokesman
for Anaconda said. This includes
disposal of alt claims with respect
to the notes previously issued to

\VVote advised

on disability
plan for state

CARSON CITY, NV.-A legis-
lative subcommittee recommend-
ed that Nevada voters decide
whether a controversial tempo-
rary disability insurance (TDI)
program be required in the state
to help workers who are sick or
injured off the job.

Gov. Mike O'Callaghan has
twice recommended the program
and both times the Nevada legis-
lature has defeated the proposal.
In 1973 the legislature created a
subcommittee to study the ques-
tion.

TDI is a program of income re-
placement of loss of wages by
employes who become disabled
by illness or injury off the job. It
would provide up to 26 weeks of
benefits from one-half to two-
thirds of the weekly average
wages in Nevada until the work-
er was back or until long-term
coverage under Social Security
took over after five months away
from the job.

ONLY SEVEN states have such
a program. Nevada's plan would
be patterned after one in Hawaii,
if voters approve.

The program, a legislator said,
provides that TDI should be a
private program to be funded
equally by the employe and em-
ployer. It would mean that one-
half of a worker's pay would be
contributed by each side to finance
the minimum benefit program.

The subcommittee suggested
the program be administered by
a new division in the state em-
ployment security department.
Stand-up costs, estimated to be
$500,000-for the new division,
should be paid from the state
Treaasuvary . -

Denenberg to teach

Former Pennsylvania insur-
ance commissioner Herbert S.
Denenberg has been appointed
visiting professor of law at Tem-
ple University's law school. He
will teach a course in insurance
law during the fall term. The
school said Dr. Denenberg is ex-
pected to become a regular facul-
ty member in the spring, when he
will organize a "reform-oriented
clinical program concentrating in
the areas of insurance, banking
or public utility Jaw."

Anacondas subsidiaries at the end
of 1969.

The settlement leaves Anacon-
da free to continue arbitration of
its $159 million claim against
Overseas Private Investment Corp.
(OPIC) for losses of its invest-
rnents rnade after 1966, the Ana-
conda spokesman said.

ANACONDA'S spokesman em-
phasized the OPIC claim doesn't
involve the company's early in-
vestments in Chile.

"The only properties eligible
were those acquired subsequent
to when the OPIC policy was
written,"” he noted.

If Anaconda's claim against
OPIC is successful, the company
will pay OPIC a percentage of the

settlement received from the Chil-
ean government. The percentage is
not now determinable, the Ana-
conda spokesman said, but will
depend on the results of the arbi-
tration.

In arriving at the settlement
with the Chilean governnnent,
consideration was given to the
time elapsed between the expro-
priation and the settlement, the
Anaconda spokesrnan said.

The notes bear interest at 10%
per annum and are payable in
equal installments semi-annually
over a 10 year period; the first
payment being due Feb. 1, 1975.

The notes are subject to Chile-
an income tax at the rate of 40 %.

Earlier this year the Cerro Corp.
got a settlement of $3.2 million in
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cash and $38.6 million in 17 year
notes from the Chilean government
for expropriation of its mines.
(Business Insurance, April 29,
1974).

OPIC HAS insured $14.2 million
of Cerro's original investment in
the Chilean Rio Blanco copper
mine, in which Cerro has a 70%
equity ownership of the Compan-

ia Minera Andina, operator of the
mine.

The third U.S. copper company
involved in the 1971 expropria-
tion by the Chilean government,
Kennecott Corp., has yet to re-
ceive a compensation for its losses.
The company seeks a $84.6 million
settlement from the Chilean gov-
ernmen t. (Business Insurance,
Oct. 233, 197=2). -

PRITCHARD & BAIRD, INC.

REINSURANCE

FACULTATIVE AND TREATY

299 MADISON AVE., MORRISTOWN, N.J. 07960
3550 WILSHIRE BLVD., LOS ANGELES, CA. 90010

If there were no Business Insurance,
how could you reach
all levels of the

Safety/Security Market?

You couldn't.

Not in a single medium, anyway. That's because no one publication
serves the vital information needs at all levels of asset conservation
in such areas as safety, security, loss prevention, OSH A compliance,
etc. But, by adding Business Insurance, you reach the executives who
are responsible for protecting hundreds of billions of dollars in assets
and property, and nearly 50 million employes of over 16,000 corpora-
tions. And your message is surrounded by an environment of news
coverage so essential to this audience.
Special Safety/Security Issue, September 30.
A critically important issue that goes right to the heart of this major
responsibility of Business Insurance readers-preventing losses, or,
at least, reducing the risk of losses. Hard-hitting stories will focus on
some of the thorniest safety and security problems found in business
and industry. Topics will include:

* How the integration of multiple security systems helps retailers

reduce stock shortages.

« Advances in computer fraud prevention.
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- The corporate safety engineer's role in risk management.
- The effect of building codes on high rise fire safety, and what

they mean to the risk manager.

+ An update of in-plant health testing systems and preventive

diagnosis.

* Impact of the Consumer Product Safety Commission's activism.

The right audience.

Risk Managers and others responsible for loss prevention and asset

conservation represent an influential audience for your products and

systems. And, according to the national research firm of Erdos &
organ, these readers are not only responsible for loss control and

accident prevention, but they also specify safety and security systems.

That's why firms that market safety/security products and services

will benefit from advertising in this special issue.

Closing date is September 18. Reserve your space now.

For more details, or to order space, contae

Don Walsh at 212/986-5050. Or write Business Insurance 708 Third

Ave., N.Y. 10017.
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the newsmagazine that just had to be.
Business insurance, 708 Third Avenue. N.Y., N.Y. 10017
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Meatpacker group slices costs by
carving out new program, new broker

NEW YORK-The New Jersey
Independent Meat Packers Assn.
Inc., easily reduced its total in-
surance costs by about 30% just
by changing brokers.

Prior to December 1973, associ-
ation members’ insurance was
spread among a number of insur-
ers. One plant worked with as
many as seven underwriters.

At that time, the industry em-
barked on an agreement with De
Lanoy & Kipp Inc. to develop a
total insurance program for the
group, underwritten by Crum &
Forster Insurance Cos.

The plan includes property/
casualty lines, cargo, fleet, auto
and truck coverage. Plans are
being made to expand the insur-

ance program to include fringes

-major medical, group life and
pension benefits.

It took an entire year for the
meat packers to choose De Lanoy
& Kipp as brokers for the associ-
ation. Six other insurers were up
for the bid. But the decision was
made based on rates. Executive
director of the New Jersey Inde-
pendent Meat Packers Assn., Pat-
rick Lynch contended that the
lower rates "sewed up decision."”

RICHARD S. VanCleave lll,
president of the brokerage firm,
said, "we were able to save them
a great deal of money. Able to
supply them with a package they
were unable to secure before, like
all-risk property instead of a
FAIR plan, crime insurance and

business interruption.:’

Although many plants are 10-
cated in what insurers consider
high risk areas, De Lanoy & Kipp
contends that through an even
distribution of risks, insurance
costs can still remain low.

Premiums run the gamut, rang-
ing from $1,000 to more than $70,-
OO0O. Variables include the size
of the business, whether the build-
ings are owned or rented and
sales income. Sales figures for as-
sociation members range from
$500,000 to $50 million, according
to Mr. VanCleave.

One plant, paying a premium of
$60,000 was able to save $18,000
through De Lanoy & Kipp's pro-
gram.

The association-linked approach

was cited by Mr. VanCleave as
a new trend in commercial insur-
ance. He said it "is a significant
step in bringing complete commer-
cial insurance coverage to industry
not on the basis of individual risk,
but through the broader considera-
tion of category. We feel that this
is the new direction for commercial
insurance because it creates an op-
portunity for the businessman to
obtain all necessary insurance

coverage at competitive rates.”

AT PRESENT, De Lanoy &
Kipp has made this type of pro-
gram available to the industry only
in the New Jersey area. However,
talks of expansion have been
confirmed.

The New Jersey Independent
Meat Packers Assn. Inc. represents
a cross-section of the meat indus-
try. The more than 200 member
group includes packers, proces-
sors and retailers. The majority
of members are retailers. Larger

members are located in Newark.

6618 of the electronics companies on Route 128 are clients of ours.

Their products fit in your pocket- or listen to outer space.

Their insurance is just as complex.

We'll make your insurance work for you, too:'

Robert A. Cameron, Manager, Boston office

Johnson & Higgins

the electronics industry's insurance broker

Elizabeth, and Jersey City.
Reflecting on De Lanoy &
Kipp's new undertaking, its pres-
ident said, "while we are very
optimistic and excited about the
broadbase approach to meeting
the needs of business, we feel
that success will only be realized
if we do not compromise our ser-
vices to the individual insureds.
We have taken great care to ar-
range for liaisons with other
agencies to guarantee immediate
attention for problems in terri-
tories where De Lanoy & Kipp
does not maintain offices,” Mr.

NWandcleave said. -

State will pay

moreofgroup
health costs

DENVER-The Colorado legis-
lature approved and Gov. John
Vanderhoof signed into law re-
cently a bill originally designed
to iNncrease the state's share of
support for its employe group
health insurance program.

The bill's sponsor said he was
"disappointed” with the financial
aspects of the bill which, in its
initial form, would have upped
the state's participation from the
current $10 to nearly $20.

As the senate amended the
measure, however, the state's
share of support for the insur-
ance coverage was increased only
by $2.50, 88 cents of which is to
be used to provide life insurance
for the state's employes.

MORE IMPORTANTLY,
though, the bill requires participat-
ing insurance companies to pro-
vide twice-yearly information on
their retention costs, those amounts
they keep for administrative ex-
penses and such things as brokers'
commissions, information the
state has never been able to ac-
quire previously.

The bill also increases the

membership on the board, which
runs the program, from seven to
nine; increases state employe
representation from two to four;
allows board members to select
their own chairman; allows any
state employe to seek a position
on the board; and prohibits out-
side consultants from being paid

a commission based on the

amount of the premiums. -

LA firemen

sign contract,
gain benefits

LOS ANGELES-For the first

time in the history of Los An-

' geles, agreements covering wages

and fringe benefits for municipal
fireinen were signed by the city
and a union.

Two historic "memoranda of
understanding” provide a basic
pay increase and other benefits

adding up to a package of slightly

i more than 8.5% for 2,400 rank-
i and-file firemen and 500 cap-

tains.

1 City administrative officer C.

Erwin Piper said the package
would cost about $5 million in
salaries and $1 million in extra
benefits.

INn addition to the salary hike,
the agreements provide a $27 a
month increase in city's health
insurance subsidy, raising it to a
maximum of $49.40 for a fireman
with at least two dependents, and
the full cost of health insurance
for a single fireman. Currently
that amounts to $23 or $24 a
month, but the sum is expected to
escalate shhortly. -
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Eight European nations agree to
hike civil airlines' liability coverage

LONDO N-Government law-
yers for eight West European na-
tions have agreed that their civil
airlines should hike liability cov-
erage for passengers from $20,000
to $60,000 because current limits
under the Warsaw convention
are now too low. The new limits
will operate until the Guatemala
convention, Which Wil
them still further to $100,000, is
accepted internationally. Concern
over the recent DC10 crash near
Paris, which is now the basis of
compensation lawsuits in the
U.S., has led to pressure in Brit-
ain for better coverage for pas-
sengers. The new rules will be
effective Dec. 1 this year, and
Britain is among the countries
which has accepted them.

But when the matter was de-
bated in Parliament, Trade Sec-
retary S. Clinton Davis expressed
anxiety that the Guatemala
protocol will only by implement-
ed when the U.S. ratifies it.

"We hope the U.S. will do this
next year, but there is nothing
we can do to hasten this, though
we are taking every opportunity
to express our concern about it,"
Mr. Davis added.

TRANSPORT AND storage op-
erations for nuclear materials are
being probed by a governrnent
commission which will make a
special check on plutonium safety
factors. The Commission, which
is charged with preventing envi-
ronmental pollution, was set up
after scientists had expressed
nuclear safety

raise

techniques.

Disposal of radioactive waste
will also be investigated, as there
are fears plutonium will be used
on an increasing scale through
the development of nuclear
power plants.

HIJACK INSURANCE is among
benefits offered by Britain's Auto-
mobile Assn. to any of its five
million members who fly to the
U.S. or other overseas destinations
on vacations.

They will get up to $1,200 com-
pensation for trouble caused to
them by air hijacking, at the rate
of $120 a day, under a policy
written by Guardian Royal Ex-
change, which also offers sick-
ness and accident benefits in one
insurance package.

Explained a spokesman for the
Automobile Assn., the U.K. coun-
terpart of the triple, AAA in the
US: "We're running low cost
charter flights to New York, Bos-
ton, San Francisco and Chicago
as a special service to members,
who can rent autos when they
reach the U.S. We felt hi-jack
coverage ought to be a normal
part of the risk, though naturally
we hope it will never happen.
Members can take out this cover
for business or vacation trips
anywhere in the world."”

SUPPORT FOR captive insur-
ance subsidiaries was given by
John A. Dixon, insurance chief for
the big Unilever combine, at a
conference organized by the Lon-
don Financial Times.

Mr. Dixon said, "It would be
foolish for a small firm to set up
a captive as a status symbol.
Proper captives are run by prof-
essional insurance men who can-
not see themselves specialize in

only one branch of insurance.
They must be able to talk to all
the specialists, and see the opera-
tion not as a challenge to the in-
surance industry, but as another
way of doing insurance by concen-
trating on their own risks and not
on the insuring public at large."
His own company, Blackfriars
Insurance, is a fully-owned cap-
tive of the Unilever group, and

has been operating for more than
35 years.

Cost-cutting is one of the cap-
tive's biggest challenges, he as-
serted, and the captive world
inevitably seek reinsurance or
coinsurance, retaining only such
lines as seemed to fall within its
capacity.

As reinsurance is cheaper than
direct insurance, if only by the
amount of the ceding commis-
sion, this could be seen as a chal-
lenge to the insurance rnarket
since the gross original premium

50 tting a

'Tfhousand!

All companies, large or small, need
big-league coverage when it
comes to emp/oyee benefits.

Over1000companies inthe "24-
employees or under" market
have agreed, by signing up for
Crown Life's small-group
package, which we intro-

duced last year.
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would not reach it. But the cap-
tive carried its own risk and
could not be accused of malprac-
tice if it chose not to insure, Mr.
Dixon added.

LOSSES ON U.S. auto business
were reported at the annual con-
ference of the British Insurance
Assn., where its chairman, Aong-
hais MacDonald, forecast that
rates are bound to rise soon in
this market.

He told Business Insurance:
"Our experience in both the U.S.
and Canada in this field has dete-
riorated. The incidence of claims
has increased, and costs of meet-
ing them are rising. It is possible
that the no-fault system has led
to some savings on the claims
side, but it is difficult to say
whether this has balanced other
loss-making influences."

Results by member companies
of the British Insurance Assn. in
the U.S. market show that premi-
ums last year on auto business

reached $600 million, which is
little different from 1972, but
they met losses of nearly $5 mil-
lion, compared with $22 million
in profit the previous year.
Expressed as a percentage of
premiums, this was a 0.8% loss
last year, and a 3.8% gain in
1972. Fire and accident results in
the U.S. market for British com-
panies also deteriorated. There
has been an enormous increase in
medical costs in the U.S., togeth-
er with intense competition for
business, Mr. MacDonald said.
The aviation market is also fight-

ing competition from life com-
panies.

But U.K. insurance companies
still managed a worldwide profit
last year, of $45 million, even

though this figure is a drop from
$100 million in 1972.

Results from the Lloyd's insur-
ance market, which are computed
on a separate three-year account
basis, will be given at end-Au-
—p u _m = & _ —

issue time cut to

a minimum, and

bi I I ing and report-

ing procedures de-

signed for optimum
ease and simplicity.

With the triple-play
of amp/e benefits;
annuity or cash-
value options;

Called CGT™ in the United
States-for "Crown Group
Trust"-it includes a choice
of term or cash-value life
coverage, p/us matching
amounts of 24-hour Acci-
denta/ Death and Dismem-
berment benefits.

Our pennant-winning plan

of benefits has a basic

schedu/e which provides a

maximum of $25,000 for the

top class, with $10,000 and

$5,000 in the other two. Option-

al coverage brings the tota/s to
$50,000, $20,000 and $10,000. Tota/
coverage is subject to individual
state requirements. Evidence of insur-
ability is required for groups of 1 to 4

employees and for the optional additional

coverage on any size group.

The cash-value coverage can be elected
by the individual employee. It is Crown
Life's BI-GOLI -p/us, which offers the """

ing emp/oyee an annuity option as an
a/temative to the cash-out.

Crown's Group Trust Administration people
have great speed on the base paths, with

*"CROVVN

LIFE INSURANCE COMPANY

Name
Company
Addreff
C ity

StAte

and fast and
simple issue and

administration,
CGT * deserves its
high position in the
standings.

To find out the score,

get in touch with your
Crown Life General

Agent or Group Office,
or simp/ypitch the com-

p/eted coupon in to your
mai/boxi

(This coverage not available
to employers located in the

state of New York.)

GROUP MARKETING DEPI
120 BLOOR STREET EAST
TORONTO, ONTARIO
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Directory of Commercial Insurance
Agents & Brokers 1974 Edition
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Agents & Brokers

Please send me

The Directory contains comprehensive, up-to-date
information-including financial data-on lead-
ing insurance agents and brokers serving cor-
porate consumers of insurance and employe ben-
efit plans, and editorial features which analyze
the agency and brokerage business.

The Directory is available at $4.95 per copy;
$3.95 per copy on orders of ten or more. Make
checks or money orders payable to Business
Insurance and mail, with coupon, to Business
Insurance Directory, 740 Rush Street, Chicago,
Illinois 60611. (lllinois residents add 5% sales
tax.)

Special merchandising opportunities are avail-
able for Directory advertisers. For more informa-
tion call (212) 986-5050.

r.py(s) of the Business insurance

Directory of Commercial [nsurance Agents & Brokers, 1974 edition.

O Bill Me / O Bill My Company

Name

Company

Addrecc

City

State Zip
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740 Rush St., Chicago, 111. 60611
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UNDERWRITERS, INC.

Directors and Officers

Liability Insurance

Unhappily. Directors and Officers Liability Insurance has received
adverse comment because of a few litigated situations on coverage.
Regrettably, there is no standardization of policy form, application
for insurance coverage, nor indemnity provision available to Direc-

tors and Officers.

Too little attention has been addressed to coverage at time of
quotation and policy issue and too much attention has been focused
on price. Therefor, many unfortunate decisions to accept limited
insurance protection in exchange for what appeared to be a cheap

price

The principal problem areas include:

-No Prior Acts Coverage (no coverage applied to wrongful conduct
which took place prior to the inception date of the policy, but
which ripened into a claim during the policy period).

-Single policy format (some contracts have been issued attempting
to insure both the corporate obligation and the directors' and
officers' obligations in one policy contract which poses serious
problems of enforceability of the insurance contract in many

states).

-Bodily Injury and Property Damage Exclusions have been intro-

duced.

-Not all Officer and Directorship positions have been automatically

insured.

-Subsidiaries of the parent corporation frequently have not been

properly insured.

-Newly acquired corporations have not been automatically insured.
-Mergers Exclusions have been introduced.

-Unconscionable deductibles have been required.

We encourage you to submit your clients to us for a much
needed coverage analysis on their Directors and Officers insurance
hazards. There is no obligation on your part or your clients to place

insurance with us.

We do have the facility to write *he most comprehensive Direc-
tors and Officers Insurance Policies of any organization in the world.

o94. 5 /L.

Thomas F. Sheehan. C.PC.U.

President

/ YA--L

Ram H. Chandarana A.C.Il.
Vice President
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120 SOUTH RIVERSIDE PLAZA - CHICAGO, ILL. 60606
312/621-6511, 621-6495, 621-6493 - TELEX 25-3623

for the record

Industry spokesman
urges OSHA strength

WASHINGTON-"As OSHA
enters this present period of devel-
opment we strongly suggest that
attempts to weaken the law,
standards, or application of the

law be avoided.”

That was the word from an in-
surance industry spokesman ad-
vocating continued OSHA strength
before a hearing of the Senate sub-
committee on labor.

Speaking for the American In-
surance Assn., vp of engineering
and safety services Arthur Spie-
gelman stressed, "every worker
deserves the protection which the
law originally set out to provide
and we believe that this can be
administratively achieved.”

The insurance industry has
played an important role in occu-
pational health and safety, the vp
contended. He noted that of all
safety professionals in the coun-
try, "70% work for insurance com-

panies."

DEFENDING INSURANCE in-
dustry involvement in safety, Mr.
Spiegelman said, "We developed
the first model building code and
electrical code and we have con-
tributed to many technical stan-
dards. Many of our guidelines
became standards and they are
now part of the OSHA regula-
tions.”

The association's 200 subscrib-
er companies have become con-
cerned about occupational dis-
ease. Many of the insurance
companies have now instituted
industrial hygiene facilities de-
voted entirely to the "control and
reduction of work-related dis-
ease,:!' Mr. Spiegelman added.

During its three years exis-
tence, OSHA has made remark-
able progress, the vp said, adding

that "the insurance

industry
looks forward to years of cooper-
ation with OSHA by assisting our
insureds in voluntary compliance
with OSHA regulations. Our ef-
forts are synergistic with those of
the Department of Labor in
achieving these objectives."

Nuclear liability pools
refund $1,434,580

FARMINGTON, CT.-Utilities
which operate nuclear reactors,
suppliers and transporters of nu-
clear materials will receive addi-
tional premium refunds totalling
$1,434,580 from the two American
nuclear liability insurance pools
that provide all the nuclear liabili-
ty insurance to the industry.

Spokesmen for the pools, Nu-
clear Energy Liability-Property
Insurance Assn., (NELPIA), and
Mutual Atomic Energy Liability
Underwriters, (MAELU), said the
refunds are a result of the extra-
ordinary safety record of the nu-
clear industry. Since commence-
ment of their operations in 1957,.
neither pool has ever received a
claim arising from the operation of
a nuclear reactor.

Insureds getting refunds from
the pools include: Commonwealth
Edison Co., Chicago; Consolidated
Edison Co. of New York Inc.; Com-
bustion Engineering Inc.; General
Electric Co.; the University of llli-
nois; Stanford University and Cor-
nell University.

The premiums are paid from a
loss reserve fund where approxi-
mately 70% of premiums re-
ceived from the nuclear insureds

are placed upon payment, a
spokesman for the pools said. If
the funds are not utilized to pay
losses, they are returned to the
insureds after 10 years.

Total premium refunds paid by
the two pools in the last eight
years is $6,562,894, a spokesman

noted.

Out-of-court settlement

for W.V. dam disaster

NEwW YORK-The Pittston
Corp. announced a $13.5 million
out-of-court settlement of a $65
million damage suit resulting
from the 1972 Buffalo Creek dani
disaster in which 125 West Vir-
ginians were Killed when a slag
impoundment owned by the com-
pany burst, flooding the valley
below.

The settlement cancelled a fed-
eral court trial scheduled for July
15 in which 654 survivors of the
dissaster were seeking damages.

The settlement is the largest in
a series totalling "in excess of $25
million,” paid out by Pittston to
survivors, according to Walter
Lahey, a company official.

"We actively solicited claims
by victims," he added.

The company was insured by
Employers Commercial
Co. at the time of the disaster and
had doubled its liability coverage
to $20 million just two days prior
to the event. (Business Insurance,
Sept. 10, 1973).

In a pre-trial deposition, Nich-
olas T. Camicia, president of
the company, claimed the addi-
tional insurance purchase had

Union

"Howv

been under stu'dy for several
months prior to the disaster.

Damages from the flood, in
which 100 million gallons of
water and sludge engulfed Buffa-
10 Creek Hollow, were estimated
at $50 million.

The slag pile impoundment
that burst, causing the flood, was
owned by the Buffalo Mining Co.,
a subsidiary of Pittston.

Investigation after the disaster
determined that both federal and
state laws dealing with construe-
tion of the slag pile impoundment
were violated by Buffalo Mining
co.

Stadium seeks bids

with consultant's help

NEVW HAVEN, CT.-With a
new set of specifications pre-
pared over the past several
months with Hartford insurance
consultant John B. Abrahms, the
New Haven Coliseum Authority
is seeking bids for insurance cov-
erage of the Veterans' Memorial
Coliseum.

The bids, to be received by
William Young of the First New
Haven National Bank by 11 a.m.,
Aug. 22, will be submitted to the
Coliseum Authority and review
by Mr. Abrahms.

The authority's insurance com-
mittee has worked with Mr.
Abrahms to establish new cover-
age proposals, including boosting
liability coverage for catastrophic
accidents to $10 million from be-
tween $2 million and $5 million
under a new umbrella package.

The New Haven firm of Gold-
en, O'Neill and Gebbhardt Inc.
currently manages insurance
coverage for the coliseum. The
premium was $74,343 a year ago.

Last January,
study, authority

members Arthur W. Lenzi and

following a
seven-month

Henry G. Smernoff recommend-
ed hiring Mr. Abrahms, who was
paid $850 for drawing up the
specifications, $1,000 for consult-
ing services, and $150 for any
subsequent assistance in re-

viewing the bids. -

"HOW TO WIN WITH OSHA"

Program includes:

to

138 35mm color slides in tray

2 cassette tapes
1 Leader's Guide

VVinN

4 Hand-Out masters

$249.00

with

Optional:

Insco-municator Audio-Visual

ecuipment, which includes a

OSHT

Kodak 760OH Carousel Projector

with tape recorder in a

Samsonite carrying case.

At last, a permanent audio-visual

resource that will:

Provide a workshop to acquaint you

with basic OSHA requirements.

- Show standards mcst often violated.

+ Indoctrinate and motivate both employees

and supervisors.

- Provide a method cf constant training

through your own In-House Workshop.

« Help you solve other problems that may
arise while trying to comply with OSHA

requirements.

Satisfaction Guaranteed

For FREE brochure

call or write:

Insco Incentives, Inc.
P.O. Box 22491

Denver, Colorado 80222
(303) 758-0835

J. Falph Davis, president

Many states are now assuming enforcement responsibility
for OSHA. If you have any do.ibts as to whether or not your
company could pass an inspeition, order our 35mm color
slide and sound synchronizec program, "HOW TO WIN WITH

OSHA".



UMWV could cut costs
with computer system

WASHINGTON-The finan-
cially pressed United Mine
Workers Welfare and Retirement
Fund could cut its operating costs
by nearly $1 million a year by
using a modern computer system
proposed by Touche Ross & Co.

The fund is self-insured and
now does most of its pension and
welfare benefit paperwork for
600,000 members manually with
annual operating costs running
about $6 million. The fund al-
ready spends about $500,000 a
year on data processing, a figure
that would climb to about $900;
000 a year under the proposed
new system.

The reorganization suggested
by, the study would consolidate
the functions of nine existing
fund systems into five new sys-
tems. The operations of the now
distinct ' health services, pension
services, widow's and survivor's
services and medicare systems
would be combined into a single
"Beneficiary Information Sys-

tem.

THE EXISTING medical claims
processing, medical statistics and
third party liability operations
would be consolidated into a single
medical payments system.

The establishment of a single
Beneficiary Information System,
according to the study, will re-
duce the time it now takes for the
fund to determine a miner's eligi-
bility for -fund health and pension
benefits and to notify him or her
of the fund's decision.

The single computer data base
envisioned by the study will also
help the fund provide beneficiaries
with information on the status of
their benefits applications and re-
spond to iniquities or complaints
from persons denied fund benefits.

The new system would also
allow the fund to issue first pay-
ment checks for pensions and
survivor's benefits more rapidly
and would speed the insurance of
fund health insurance cards to
new beneficiaries.

A, proposed reorganization of
the current system of paying doc-
tors, clinics and hospitals for ser-
vices will lead to quicker payment
of bills and reduce the instances of
fund beneficiaries bping billed di-
rectly because of slow payment.

Prepaid legal
plan in push
for groups

SAN RAFAEL, CA.-A state-
wide advertising campaign was
started in daily newspapers here
by National Multiple Employer5
Foundation Security Ean here,
operated by Nick Dollwet &
Assoc., to market a Financial
Equities Corp. prepaid legal ben-
efit insurance program.

The program, according to
Dollwet, will be available to em-
ploye groups, associations, clubs,
labor unions and will provide. up
to $3,200 in aggregate legal fee

payment benefits with no de-
ductibles.

Dollwet has started the cam-
paign with three plans costing $4,
$8 and $15 monthly, which can be
sold separately with a minimum
premium 6f $100 monthly, or as a
"satellite" coverage with life and
health coverages with no mini-
mum premium.

At least 50 % participation of
groups is required and the program
will pay agent commissions of 8

and. 12% for first year policies
and 426 for renewals. -

For long range benefit plan-
ning, the increased accuracy
of information available under
the proposed scheme sheuld allow
unjon officials and coal mine oper-
ators a better chance t6 determine
future priorities for establishing
new fund' benefits or expanding
existing benefits.

THERE REMAIN two phases of
the study to be completed: design
and development'of' the new com-
puter system and actual implemen-
tation of the system.

The cost of the study, a top pri-
ority item under the new admin-
istration of fund director Martin
B. Danziger, is estimated at
$545,000, including $147,000 for
contract programming. Fund em-
ployes are expected to spend
about $90,000 worth of their time
in .setting up .the program over
the next 18 months. 7 -

New York ASIM

elects new officers

Donald J. Davignon was re-
cently elected president of the
New York chapter of the Ameri-
can Society of Insurance Man-
agement. Mr. Davignon, who was
previously first vP, replaces
Martin Siegel. James F. Tobin,
previously vp for education and
job evaluation, was elected first
vp. The full slate of officers for
the 1974-75 administrative year
are as follows: John J. Murphy,
vp-legislation; George F. Bing-
ham, vp-program; Burton J. Car-
bino Jr., vp-education & job
evaluation; Richard M. Newcomb,
vp-communications & member-
ship; Donald C. Smith, vp-confer-
ence; John Robert James, treas-
urer; William E. Morrison, secre-
tary; William F. Wynne, national
representative.

01 (siness insurance, August 19, 1974/49

AIR CARGO INSURANCE

r»s .

[dY

For more than thirty years we have specialized in air
cargo insurance providjng bill of lading liability cov-
erage for carriers and ca-go insurance for shippdrs
around the world. As a pioneer in this leld, we have
developed a knowledgeable staff that can offer the most
comprehensive coverag€ available. If you have an air
cargo problem "ASK McG:EE"!

**«209-4 WM. H. McGEE & Co.,Inc.

MARINE UNDERWRITERS

SINCE o

=4 T SINCE 1837

7! U N D E R ’ 11.1 John Street, New York, N. Y. 10038

Offices in Principal Ci-ies
Throughout the United States & Canada

If youre cultivating new lines ...

look ul a leadef Y *

All-Star Insurance Corp. is a leader in
pioneering innovative domestic ex- 51/ -
cess/surplus coverages working through '

an experienced corps.of general

agents.

All-Star has developed a reputation for
skilled underwriting; ability to package
property and dasualty risks, and fast
claims service giving agents, and .bro-

kers a competitive edge.

All-Star is ready to serve your needs .
maintaining a tradition of quality and
reliability in a rapidly changing eco- - -

nomic environment.

IHc

o Po)* C..por.hon compon,

ALL-STAR INSURANCE
CORPORATION

i Fbe domes#ic company 40# :peciohies in eicess/surplus risks

540, N. 76*h Street. P.0 Box 2917 Milwaukee, Wis. 53218
414) 466-8300 CABLE: ALLSTARWIS MILW TELEX: 2-6879
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" be watching closely to see whether insurers and they assure me they
P I a nt O pe rato rS m ay be I I a b I e fo r present safeguards against theft will write me their analysis and
will satisfy the high standards of position on the amendment,” the
the insurance industry. senator said.
"If not, the nuclear industry One other area of concern sur-

d a mag eS by StOIe n n u CI ea r gOOd S should be held financially ac- rounding the bill deals with the

countable for its safeguards sys- Atomic Energy Commission s

WASHINGTON Nuclear ance, July 22) The differences tional requirements for insurance tems," he contended special study on the potential
power plant operators will be lia- will have to be ironed out in a coverage for nuclear facilities to damage of power plant accidents
ble for damages caused by nu- Senate-House conference later protect their people In those In- THE INDUSTRY should be The study 15' due to be released
clear materials stolen from their this summer i o f

= - stances where state authorities held accountable, Sen Ribicoff this month
facilities, according to amendments The Senate bill extends the feel that their are solid grounds said, "because the record 1ndi- The Senate agreed to an
approved this month_bx the Senate Price-Anderson Act, which ex- for expanded or additional pro- cates that there is now a greater amendment that would delay the
as part of its extension of the pires in 1977, for five years. The tection risk to the public of a nuclear effectiveness of the Price-Ander-
Price-Anderson nuclear insurance House approved extension is for Sen Schweiker noted that the theft than a nuclear accident, and son extension until the Joint com-

The liability for stol ds IS 10 years state of Alaska was given author- that the consequences of a nu- mittee on atomc energy had

ne llabllity Tor stolen goods ity to impose additional liabilities clear theft-in terms of lives lost studied the AEC report and both

_”°t included in existing 'a""_s’ or NEITHER BILL immediately beyond what coverages were and property destroyed-is likely Houses of Congress had reaf-

in the House-passed version of changes the $560 million liability available for accidents involving to be greater than the conse- firmed their support of the Price-

the same bill (Business Insur- limit established for any one nu- the Alaska oil pipellne An insur- quences of a nuclear accident Anderson bill through a Joint
clear plant accident in 1957, The ance fund is being financed by a "l have talked to the nuclear resolution

bill projects eventual increases in five cent per barrel levy on the

this coverage to more than $1 bil- oil transported by the pipeline.
lion through a system of Sen John C Pastore (D-R.1.),

retroactive premiums in the chairman of the Joint committee ~Ls - -
people =emmmmpiewammdiciisme o) agsified advertising

The Senate and House bill also Schweiker amendment would

prOJ ect that the retroactive pre- bankrupt "every utility in this

mum Sys.te':"' and an eXpa”dlgd country RATES AND CLOSING TIME: $250 per line, minimum charge $10 00 Cash
Name new rele by private insurance wou Sen Abraham Riblcoff (D- with order Figure an cap hnes (manmum-two) 30 Zetters and spaces
allow the federal government to Ct ) received a much more re- per kne; upper & lower case 40 per Ime Add two knes for box number
Qase (tJutbltstr[ole as 1agl}_;%glllty ceptive welcome for his amend- Replies are forwarded daily. Closng deadline- Copy in written form zn
riSk en ineer ncemmior by the early . ment to make nuclear power Chica]%o office not later than noon, Monday 7 days preceding publication
g Private insurers ogeratmé%plant ogerators h]gtgle for damage date Published even/ other Mondav, Display classlfied takes card rate

through Nuclear Enérgy Lidbil- caused by the
John E. Roberts, 26, was ity-Property Insurance Assn f\); $”21 '(;50 peécolumn zlnch, and car? dts_,gogntsdon see an(;:i freq;:gc;\)l/
d to the newly-created post- and the Mutual Atomic Energy Li- " " all ads to Bustness Insurance, classibed advertising dept, :
namea tc y pos > ! gy . IN THIS WAY," the senator Rush St, Chicago, Itknois 60611.
tion of risk management engineer ability Underwriters, now write said, "the public will be fully
in the corporate insurance depart- up to $125 million in coverage protected Also, the nuclear in- HELP WANTED
ment of Federated Department per nuclear plant dustry will have to upgrade safe-
Stores Inc, Cincinnati, Oh Mr The federal,govemment now guards, at least to the level of Manager-for small commercial and per-
Roberts, formerly with Factory In- guarantees the difference between reactor safety, or risk heavy fi_ sonat lines account development Property- , ) , ]
surance ASSH hicago has a de_ that amount and the $560 m||||on nancial |OSS Casualty section of S_ateW|de Full Ser\(lce Pension Oriented Life Underwrltgr rlle_eded
. AP . - . s s . Agency Agency experience & CPCU train- by we'l-known Texas concern specializing m
gree in civil engineering He will hability ceiling, but the private "After all," he said, "insurance ing helpful Emphasis on sales Income trade association programs Requirements
. . . . . . . i _ . _ _| i traini -
be responsible for oss prevention, insurance pools say they hope o companies will be reluctant tO fringe benefif- A TtamElt RefotateaUr puierte; tharactst, Mataity Good Sarf,
safety and security fof Federatéd, write't ull amount in three 1o cover nuclear thefts it safegifards expense bonus, car, benefits, associates Advance-
in addition to fire protection en- five years are inadequate. The insurance In- Ezg‘gofgts”\(‘:ﬁss 'NS_'I-IJR&)'\E‘;?E ment Box 9201, Austin, Tex 78766
i i . . us! - icago, ill.
gineering for all Federated loca- The private coverage would be dustry cannot be expected to risk
o supplemented by the retroactive the assets of milhons of policy-
premiums, proposed in the bill holders on a leaky nuclear
Frank McCafferty was named now in Congress, which would security system MANAGER
insurance manager of Sybron make every nuclear plant liable By indemnifying against nu-
Corp, Rochester, NY, to re- for special assessments of be- clear thefts as well as accidents,
place Howard Hall, who is re- tween $2 million and $5 million it is not my intent to make the |NSURANCE & BEN EFlTS
tiring from the position after 32 m the event of an accident writing of nuclear insurance
years with Sybron |V|I" MCC?ﬁ:‘ policies by private insurace com- SALARY TO $19,000
erty was pr‘?"'ous'y with Aldrich THERE ARE 47 operating nu- panies an all-or-nothing propost- . . . . .
& Cox Inc in Buffalo, N Y as a clear plants in the nation today, tion Financial or Accounting Experience Required
corporate insuraqce consultant a number that IS expected to ex- "The AFC should not read this Our client has an Immediate opening for an Indiv,dual to manage its In
pand rapidly in the future amendment to require the insur- surance ]«(& Beneflits department In addition }F]ou will be”resp_)ronsi Icla_ fo;a
Donald P. Espinosa J oined The  \hile approving the hability ance industry to write policies S e S Ao s R e e At wiR &
Williams Companies in Tulsa, feature for stolen materials, the covering both risks, or no policies major in Flgance or Accoutﬂtllng ou mugt hafv_te a _prOXImat%ly ane years
Ok as corporate loss control Senate defeated an amendment at all,” Sen Ribicoff added fhg Prior Buditng or public accounting experience would be & plus oo
managfar He succeeds G Richard that V‘.'c.’u'd ha}ve allowed St‘—f‘te. Sen Ribicoff, sponsor of legis- The individual who is selected for this position will have the opportunit
Cummings, who left Williams to authorities to increase the liabil- lation to create a new nuclear to assume future managerial responsibility m the Financial and Accoun
:Jom Alyeska F’l_pellne Service Co ity ceiling on nuclear plants safety commission, said, “Price- For additional mformation on this outstanding growth opportunity
in Alaska as director of safety Sen Richard B Schweiker Anderson, 1n fact, wisely permits Contact Robert H. David . fid
Mr. Espinosa was formerly direc- (R-In ), sponsor of the amend- insurance companies to use their ontac °Cear“ o1 7)3;"'523888'8 conhidence

tor of loss control with Pepsico ment, said, "The states should own Judgment as to what nuclear

Transportation Inc in Tulsa have the right to impose addi- risks are insurable I, for one, will
PERSPECTIVE

Dick Smith was named director
of insurance and risk manage- = = Personnel Consultants To Industry
ment at Royal Industries, Pasa- l ' n I O n S Stl I I l l n h a p py 594 Marrett Rd (Rte 2A), Lexington, Mass 02173
e Client Company Assumes Our Fee
dena, Ca The position 8 newly Our Client is an equal opportunity employer m/f
created for the diversified manu- Member Mass Professional Placement Consultants

facturing company with interests With O S HA CO nfu S i O N

ranging from automotive to nu-

clear power products Mr Smith - COMMERC'AL |NSURANCE

will report to Theodore Freedman, WASHINGTON-The AFL- resources" and ' mistaken em-
vp of finance and treasurer Risk CIO is "very disenchanted" with phasis in policy," have blocked SALES OPPORTUNITY
management responsibilities were the Nixon administration's han- the efforts of organized labor and

formerly handlert hv the finance dling of the Occupational Safety others to "make the promise of Wh at' I I It ta ke to get

department staff *11 Smith was and Health Act, a union econo- the law a fact in the workplace."

previously col-poi <itc rlsk manager mist said recently OSHA IS improving under the
for Beverly Enterprises in Pasa- Congress must take "more ac- leadership of aé)sistar?t secretary yo Uto m Oveto
dena Beverly Enterprises has hired tive interest” in OSHA to assure of Labor John Stender, the union Al Istate?
a replacement for Mr Smith, but that the law is "actually carried economist noted Mr Stender's . _ . We can offer a great
details were not available out" by the administration, said predecessor, George Guenther, opportunity to an individual with sales experience to

T George H R. Taylor, an econo- was " totally business-oriented sell our packag_ed casualty anq property lines If you're

J. Michael Murphy, left his po- mist in the AFL-CIO's research who we're looking for, we're willing to do a lot to get you
sition as corporate insurance department Closer accounting TODAY OSHA is "not as static . To start with, we'11 offer you a guaranteed monthly
manager of Samsonite Corp, Den- from the administration is needed as it was under Mr Guenther, income. Plus a unique incentive compensation plan that
ver, to join Roger Doherty Co,in- on its implementation of the act, althoigh there IS st 111 - consider- recognizes individual performance No need to relocate
surance brokers in Denver Glenn he added able administrative confusion, We have o_fflces thrOUghOL!t th_e country
Worrell, director of administra- Hopes for the rapid establish- Mr Taylor added But the agency We'11 give you outstanding insurance products to sell
tion, has taken over responsiblhty ment of a strong OSHA have contines to "back off from tough Egt(i:gnﬁcl)L;m’;hﬁi?nagg;ﬁqss;\i/enunderwrltlng policy, and a
for risk management for Samsonite, "been dashed," through "constant prosecution of violators," he said You'll also get Aﬁstatepemg lovee benefits Sears
which was recently acquired by drumfire of attécks on the act In the way of improvement, discounte Seagrs Profit Sharir?g y
Beatrice Foods Co, Chicago by opponents like "the U S Cham- "this yeat, finally, the Nixon ad- Intorestedp Wnte Mr. Robort
ber of Commerce and other reac- ministration is asking for funds Kerrl c al It
Jan F. Pods, 34, corporate m- t|onarydqroups," Mr Taylor de- to acquire 120 additional compli- err-gan. Lommercla’ Insurance

surance manager for Bausch & claréd "The John Birch Socle- ance personnel," Mr Taylor Dept. D-1, Allstate Insurance
Lomb Inc: , Rochester, NY, since ty seems to think this is the pointed out, OSHA currently has Company, Allstate Plaza, North
1970, died last month of leukemia 'Spearhead of the Communist 800 compliance personnel This prook. lthnozs 60062 YOU may Al ISl Nnte
a_fter a brl(.ef |II|.’1eSS He is Sur- takeover, he claimed. bolstered inspection force will be n a uery moving expenence
vived by his wife and parents This opposition, coupled with "more than 500 short of what we
Bausch & Lomb has not yet the administration's "made- thought would be necessary to A T aua Orpertimiy Emaiovar NIES

named Mr. Pods' replacement ¢ quate financial and manpower start this program in 1971."



It's often our responsibility, as insurance

companies, to deal with unpleasant circumstances.

And to helpyou deal with them more
effectively.

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

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

We invite your inquiries.

Not available in all states.

American Home
Assurance Company

American International
Underwriters

New Hampshire
Insurance Company

National Union Fire Insurance

Company of PiHsburgh, Pa.

Dept. BI084, 102 Maiden Lane, New York, N.Y. 10005

Please send me more information about your
Kidnap Insurance protection for: El My Company

El Myself El Myself and my family

Name
[PLEASE PINT )

Title(ifany)
Company ( if any)
Address

City State Zip

We welcome inquiries from any licensed agent or broker.

A I I I Member Companies of
American International Group
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66Loss runs could helpmycompany more iftheytl
point out whichlocations are having whichtypes of losses.

How would Allstate handle that™?"

We'll giue you accident reports,
by type, for each of your locations, if that's
what you need.

Available in most states.

Next time an Allstate Account
Executive calls on you, make sure you
talk to him. He's experienced and can
tell you about the innovations- we're
bringing to commercial insurance.

Like Allstate's computerized operation
and advanced way of doing things, they
usually mean better, faster service to our
customers. That's often how we get them
as customers in the first place.

Insurance is as competitive as your
business, so we capitalize on our
advantages.

Extra hustle. An aggressive,
just-let-us-quote attitude. A management
that thinks an insurance company's
service should bend to suit the customer.
And the largest full-time staff of claims
specialists in the business.

And the price? That's right-very
competitive.

But don't take our word for all this.
When our Account Executive shows up,
put him to the test.

Ask him to quote.

Allstate

BUSINESS INSURANCE



