Multiple employer trusts

Court, Labor Dept.
boost state efforts .

By GREG DAVID

CHICAGO-Efforts by state
insurance officials to regulate
self-funded multiple employer
trusts received two crucial boosts
this month.

A federal judge- in Arizona
ruled that VIP Insurance Trust
was not a legitimate employe
welfare plan under the Employe
Retirement Income Security Act
(ERISA),

to evade state regulation. The
decision is the first direct court

ibut was created merely

ruling on whether a trust is to be
regulated under ERISA or state
insurance laws.

And the U.S. Labor Depart-
ment filed a friend of the court
brief
arguing that Employe Security

.in a Kansas court case,
Benefit Assn. is not an employe
welfare plan under ERISA. Al-
though more limited than the
Arizona decision, the brief marks
the first time the department has
taken action against a self-funded
multiple employer trust.

"The Arizona case is the start-
ing point for settling the multiple
" said David

Brummond, counsel for the Na-

employer trust issue,

tional Assn. of Insurance Com-

The inside

Tort reform

missioners (NAIIC ). "Now we can
use the VIP situation as our focal
point to draw analogies from that
case to other cases.”

The Labor Department action
"is intended to strengthen the
hand of state authorities in pro-
tecting the interests of their citi-
zens who have purchased health
benefits from insurance type or-
ganizations which are not regu-
lated under the pension reform
act," said Carin A. Clauss, solici-
tor of labor.

The future of self-funded
multiple employer trusts could be
jeopardized if the two develop-
ments forecast a trend. The trusts
will tbe declared unaubhorized in-
surers if they fail to win the pro-
tection of ERISA's preemption of
state insurance laws. Most state
officials say they will act to ter-
minate the trusts and arrange
coverage for the participants if
their authority is ,upheld.

The trusts provide medical and
death benefits and file with the
Labor Department as employe
welfare ,plans under ERI'SA. But
the Labor Department has not
accepted j urisdiction and no reg-

Continued on page 40

story

Are you having difficulty keeping up with tort reform
legislation in the various states? To help, we've com-
piled a score card on legislative action. Our first chart,
which will run periodically, appears on Page 25.

Air bags

Securing product liability coverage shouldn't be a major

problem for air bag manufacturers. But some companies

are worried about the cost of litigation. Page 15.

Elsewhere:

- AT&T revamps its pregnancy benefits program as
part of its new contract. Page 4.

* BLUE CROSS wins a $120 million group insurance

pact but Aetna cries foul.

Page 12.

- END TO FORCED retirement may reduce benefit

costs at Connecticut General.

Page 16.

- CLOROX CLAIM form preserves privacy, helps to

hold down costs. Page 17.

« COMPETITION from HMOs can hold down costs.
Two HMOs eye the New York market. Page 21, 22.
* BRITISH DOCTORS reject a new medical malprac-

tice scheme. Page 34.
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Trade groups intensify
work to find insurance

By JERR f GEISEL

WASHINGTO xI -

Trade asso-
ciations are exTanding their ef-
forts to rmeet their members’
- insurance at an

affordable r

by establishing

captives or s oring group in-
surance prograrnS

- know of an as-

iington that isn't

in the process of setting up a

vting a survey to

test ity of a group

" said Edwin Wheeler,

Fertilizer Insti-

program,
president f
tute.

Consultants s 1ch as William
Hare, president f Risk Adminis-

in Greenwich,
c urry of inquiries
from a chiefs who be-
lieve a captive or other group
routes can me an better and
cheaper insuranc e protection for
members.

The

National Machine Tool

Builders Assn., the Fertilizer In-
stitute, the Na¢onal Swimming
Pool Institute, r-he Independent

Bakers Assn., t4 Roller Skating

Rink Operators 4ssn. and the Na-

tional Tire Dea16rs & Retreaders
Assn. Inc. are ahiong the dozens
of trade associations that have
explored setting up new group
programs.

In addition tc captives, many
associations are .rying to arrange

master policies to provide their
members with ipsurance.
Brokers genefally agree that
the ,burgeoning interest in asso-
ciation group rograms

from members' problems in ob-
taining liability policies, particu-

larly.in Jayers jut above primary

Experts disagree, however, on

stenns

Court ruling ices trail for ski

By KATHRYN McINTYRE ROBERTS

BURLINGTON - Vermont ski
area operators will watch the state
supreme court as well as the sky
this winter to read their business
prospects.

A recent decision here finding
a ski area negligent in the main-
tenance of a trail is heading for

appeal. The supreme court ruling
could have as much effect on Ver-
mont's downhill skiing business
as each season's snowfall.

At issue are a $1.5 million award
to an injured skier and the long
standing doctrine of assumption of
risk as applied to skiing accidents
in Vermont.

At stake are the cost and avail-

The people column

page 42

ability of liability insurance for
ski areas which gbnerate $110 mil-
lion of business annually in Ver-

mont. One major; underwriter says
it may have to withdraw from the

ski.area market if the verdict is

The suit that has ski area op-
erators and underwriters more
skittish than a skier on the sea-
son's first run fwas brought by
James Sunday against Stratton
Mountain Corp. While skiing at
Stratton Mountain in 1974, Mr.
Sunday fell, striking his head on
a rock. The accklent left him a
quadruplegic at 21.

Mr. Sunday hharged he fell
when his ski tip baught some un-
derbrush in the | traR. Testimony

whether the expansion of trade
association group programs por-
tends a major shift in insurance
buying practices.

An association's success in es-
tablishing an insurance program
in one area is bound to stimulate
demand from members that more
programs be created, contends
Mr. Wheeler of the Fertilizer In-
stitute.

If a trade asscciation, for ex-
ample, runs a successful captive
offering product liability insur-

ance, members will ask: "Why
can't you take my workers' comp,
motor vehicle, business interrup-
tion, theft and so on?" said Mr.
Wheeler.

But others, such as George
Corde, corporate sen:or vp at
Frank B. Hall,
insurance activities will be lim-

believe association

ited to specific areas where as-
sociation members share common

affordability problems.
"You don't see industry cap-
Continued on page 39

Airline premiums up
20% in wake of crash

By REBECCA A. FANNIN

NEW YORK-Premium -
creases for three major airlines
have not been as large as early
predictions suggested following
the worst disaster in aviation his-
tory in the Canary Islands last
March.

INncreases have been less than
20% for the three airlines who
have renewed coverage since the
crash, according to one account
executive familiar with the re-
newals. Increases were first pro-
jected at 20% and up to 40% to
60 % for airlines with "less attrac-
tive" loss records, he said.

U.S. airlines have been watch-
ing the first renewals to deter-
mine what impact the Canary Is-
lands crash might have on their
own insurance rates. Judging from
the three airlines who have re-
newed their hull and liability in-
surance, Delta Airlines, Eastern

Airlines and Northwest Airlines,

the aviation insurance markets

may not be as critical as expected.
Delta Airlines, who t.as "one of

the best loss records," experienced

a "slight” increase in premiums,
according to Johnson & Higgins

which handled the account through
the Atlanta office.

Eastern Airlines is "very
pleased" with the premium rate it
received, said insurance director
William Ott. The account was
handled by Joseph Hamill, vp at
Alexander & Alexander Inc., who
declined comment.

Specifics on the Nor:hwest ac-
count couldn’,t be obtained from
either Northwest's broker or in-
surance director. But presumably
the premium increase was less
than the 20% increase overall re-
pcrted for the three airline re-
newals.

The ,three airlines are insured
by the London market and by the
two largest aviation pools in this

Continued on page 38

area operators

"If this is upheld, whenever a skier is

injured he'll be able to collect.”

-Dennis Busti,

this summer on whether there was
any brush on the trail.

Stratton Mountain's defense at-
torney moved for a directed ver-
diet at the end of testimony based
on the doctrine of assumption of
risk, a defense that has stood in
Vermont since a 1951 federal court

decision there.

American Home

Assumption of risk, said lawyer
and ski writer |I. William Berry,
"means what it sounds: That any-
one who knowingly participates in
a hazardous activity like skiing
accepts the risks that normally
run with it.”

But the superior ccurt judge
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Number of deaths uncertain

Oxygen line switched

INn emergency room

By KATHRYN McINTYRE ROBERTS

NORRISTOWN, Pa.-Oxygen
and anesthetic gas lines in a hos-
pital emergency room here were
switched for nearly seven months
so that patients prescribed oxygen
actually received nitrous oxide.

The president of the hospital's
primary insurer said widespread
reports that possibly 35 deaths at
Suburban General Hospital were
related to the mistake were inac-

curate.

Three hundred persons were ad-
ministered the anesthetic instead
of oxygen between the opening of
the emergency room on Dec. 15
and July 6.

On July 6, a doctor adminis-
tered a drowning victim what he
thought was oxygen. But the pa-
tient's condition worsened. After
successfully treating the patient
with oxygen from a portable unit,
the doctor tested the gas lines
feeding the emergency room cubi-
cles and discovered the oxygen/
nitrous oxide switch.

It's unknown how many of the
300 emergency room patients ad-
ministered nitrous oxide instead
of oxygen were adversely affected.

Experts say nitrous oxide is a very
safe anesthetic and small concen-

trations should not hurt most

emergency room patients even if

UNDERVVRITERS,

administered inadvertently.

A dangerous situation could de-
velop, they say, if a person in des-
perate need of oxygen is instead
administered nitruUS oxide, espe-
cially if the anesthetc is given in
a high concentration. The substi-
tution of oxygen for nitrous oxide,
however, does not present any
danger since oxygen is routinely
administered with the anesthetic,
the experts say.

"Inflammatory and prejudicial
statements” regarding the gas line
mix-up at the suburban Phila-
delphia hospital have been report-
ed in the press, charged the presi-
dent of the hospital's general and
professional liability insurance

company.

Donald G. Steffes of the Penn-
sylvania Hospital Insurance Co.
(PHICO) said that of the 37
deaths in the emergency room
during the period the lines were
switched, 24 were dead on arrival.
There "may have been a causal
connection” to the switched gas
lines in five of the deaths, Mr.
Steffes said, instead of 35 as had
been reported.

PHICO is the captive capital
stock company of the Hospital
Assn. of Pennsylvania, chartered
in January 1976. It provides pro-
fessional and general liability in-
surance to 178 hospitals and 3,500

INC.

ARCHITECTS

and

ENGINEERS

PROFESSIONAL LIABILITY
INSURANCE

GATX Underwriters, Inc. is recognized as
offering a unique facility providing the very
best insurance obtainable and at a fair price.

The reward to the Architect, Engineer and
Design Professional is certainty of insurance
protection, coupled with a stable market so
essential to the professional man.

We encourage you to investigate this
facility which features informed underwriting
and the very best legal talent should a

claim be made.

Thomas F. Sheehan, C.P.C.U

President

Ram H. Chandarana, A.C.I.I.

Vice President

William B. Turner

Assistant Vice President

120 SOUTH RIVERSIDE PLAZA

CHICAGO,
312/621-6511-

ILL. 60606
Telex 25-3623

physicians.

PHICO picked up the coverage
Jan. 13 on Suburban General from
Chubb & Son Inc. Chubb & Son,
however, would not discuss its in-
volvement, saying, "The hospital
has asked us not to cornnnent on
the insurance coverage.”

The PHICO malpractice policy
is on a claims made form to the
state-mandated limits of $100,000/
$1 million for the hospital and
$100,000/$300,000 for physicians.
Above that primary, the state's
Medical Liability
Catastrophe Loss Fund provides
the first $1 million/$3 million of

coverage.

Professional

The catastrophe loss fund was
established in Pennsylvania by the
Health Care Services Malpractice
Act of 1975. A 10% surcharge ap-
plied to primary medical malprac-
tice insurance written in the state
finances the catastrophe loss fund.
The fund's current assets exceed
$12 million.

INn addition to establishing the
catastrophe loss fund-as well as
mandating the primary malprac-
tice insurance coverage and pro-
viding a joint underwriting asso-
ciation to those who cannot find
insurance in the commercial mar-
ket-the malpractice law estab-
lished a mandatory arbitration
procedure to settle medical mal-
practice claims.

That procedure was recently de-
clared constitutional by the Phila-
delphia common appeals court in
a challenge from alleged victims
of malpractice who argued they
had a right to a jury trial. The
judge ruled a trial could be re-
quested only after the arbitration
procedure had been completed.

PHICO president Steffes said
his company will make "every ef-
fort” to settle directly with the
claimants any legitimate claims
arising out of the gas line mix-up
at Suburban General.

VWho should have tested for
switched gas lines at the hospital
is an issue of fact yet to be deter-
mined.

"The contractor failed to follow
specificatons and inadvertently
wrong connections were made in
the hospital's medical gas pipeline
system affecting certain outpatient
areas including the emergency
room," the hospital administrator
said in a press release. He admit-
ted the hospital had not tested the
lines, asserting that such a test
was the contractors' responsibil-
ity.

An attorney for the subcontrac-
tor who installed the lines has said
his client was required to perform
only a pressure test on the lines
and that the gases were introduced
to the lines after the pre=ure test
was completed.

In a similar incident in a new
hospital in Texas in 1971, a wom-
an died in childbirth when she was
adrninistered nitrous oxide instead
of oxygen due to switched lines.
Her family was awarded $2 mil-
lion in damages after a jury found
the hospital guilty of gross negli-
gence. The contractors were ex-
cused from liability. m
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Negotiations lag

Mattel D&O lawsuit

moves toward trial

By JOANNE GAMLIN

LOS ANGELES-Efforts to work
out an out-of-court settlement be-
tween Mattel Inc. and Marsh &
McLennan in a complex directors
and officers insurance lawsuit are
not making progress, attorneys say.

The case will probably go to a
jury trial sometime this year.

The litigation stems from a 1975
agreement between Mattel and its
three directors and officers insur-
ers. The insurers-the London
market, Unigard Mutual Insurance
Co. of Seattle and International
Surplus Lines Insurance Co. (ISL-
IC) of Chicago-agreed to pay
$13.8 rnillion toward a $30 million
settlement of five class action
suits.

In return, Mattel agreed to sue
Marsh & McLennan, charging the
broker failed to notify the excess
underwriters of a lawsuit pending
against Mattel's officers and di-

rectors.

During a mid-August hearing
on motions to suppress evidence,
both Mattel attorney Greg Smith
and Marsh & McLennan counsel
Maurice C. Inman said a jury trial
appears likely.

Mr. Inman said that he had
asked the California appellate
court to review a decision made in
July by Judge Arthur Marshall to
dismiss Marsh & MclLennan's cross
complaint against Mattel.

He said he will know by the end
of August whether or not the
higher court will review the deci-
sion. If it does, a jury trial will be
postponed for several months, he
added.

However, if the appellate court
does not accept the case, the jury

trial could begin in September, he
said.

In the motions in mid-August,
attorneys for Mattel argued that a
300-page report issued in 1975 by
a special counsel be excluded from
evidence during a jury trial. The
report, required by a consent de-
cree between the toy maker and
the Securities & Exchange Com-
mission, pictured Mattel as a con-
cern that was so anxious to push
up the value of its stock that it
falsified its books during 1971 and
1972 fiscal years.

Mr. Smith said the report should
not be presented to a jury because
it is essentially hearsay. Counsel
for Marsh & McLennan countered
that the report should be brought
into evidence. They said it is
bound up with the settlement
agreement which they described as
"improper as evidence of dam-
ages" on grounds that it includes
payment of D&O claims for con-
duet which under California law
cannot be insured. California law
forbids the payment of D&O
claims for felonious conduct.

"Since the claims were not in-
sured claims, they could not give
rise to a claim by Mattel against
Marsh & MclLennan,"”
M&M attorney.

Judge Arthur Marshall, who is
presiding over the case, will rule
on the motions later this month. -

said an

Chances of dying

Your chance of staying alive in
the summer is better ithan during
any other season. Thafs the word
from the American Council of Life
Insurance, which points out that
traditionally the nation's death
rate is substantially lower during
July, August and September.
Fewer deaths from respiratory
disease is the major reason.
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N.Y. law clarifies disability pay for pregnancy

DISABILITY BENEFITS for
pregnancy are now required in
New York under the state work-
ers' compensation law. The legis-
lation signed early this month
limits benefits for a normal preg-
nancy to eight weeks; a pregnan-
cy with complications will result
in benefits for 26 weeks. Since
the beginning of 1977, pregnancy
disability benefits have been re-
quired in New York under a court
ruling based on the state's hu-
man rights law. The new legisla-
tion appears to move supervision
of the benefits from the state
human rights commission to the
workers' compensation board.

However, 15 airlines have filed
suit in federal court in New York
City to overturn pregnancy bene-
fits. The suit contends that the
Employe Retirement Income Se-
curity Act (ERISA) preempts any
state requirement for specific
benefits, that pregnancy benefits
result in increased compensation
for women employes and are thus
illegal under the 1964 Civil Rights
Act and that state regulation of
airline benefit packages is pre-
empted by the federal Railway
Labor Act.

ERISA does not preempt state
regulation of disability plans, but
the attorney for the airlines, Dean
Booth, says the issue of benefits
for the period between the court
ruling and the new law keeps the
issue alive. The suit is one ele-
ment in a broad campaign to re-
strict state regulation of em-
ploye benefit programs.

CONNECTICUT GENERAL IN-
SURANCE CORP. in Hartford
has improved its dental benefits
and changed its medical care
plan for its 11,900 employes and
retirees. Preventive dental services
will be provided without a de-
ductible up to 80% of the total
cost. Connecticut General has in-
creased its contribution for per-
iodontic expenses from 60 % to
80%. In addition, the company
has changed its cost-sharing prin-
ciple for medical care benefits.
VWhen this cost sharing was in-
itiated in 1974, the employes
shared 17 % of the cost, but this
portion has drifted to 13%. Un-
der the new principle, adjust-
ments will be made each year to
keep the employe's contribution
at 15%.

DOW JONES & CO. Inc. reached
a tentative agreement for a
one-year contract to improve
medical and dental benefits. The
company will pay the full dollar
cost of all current health insur-
ance premiums and will make
this payment retroactive to Feb.
1, 1977. Hospitalization coverage
for mental and nervous disorders
will be raised to 60 days from
30 days. The company's contri-
bution for radiotherapy treat-
ments will rise to a maximum of
$500 from $250. Payments for
in-hospital doctor visits will be
raised to $15 a visit to a maximum
of 120 days. Previously, the com-
pany contributed $15 the first day
of hospitalization, $10 the sec-
ond day, $6 for three to 14 days
and $5 for 15 to 120 days. In ad-
dition, the dental insurance de-
ductible has changed to $50 per
family per year or a maximum
of $25 per individual per year
from a maximum of $25 for two
individuals per year. The allow-
ance for diagnostic x-ray and lab
exams will be raised to $125 from
$75. The changes will increase
Dow Jones' monthly contribution
for family plans by $10.61.

KEY CHANGES IN ERISA have
been proposed by Sen. Jacob

Javits, one of the law's major
authors. The New York Repub-
lican urges adopting a five in-
stead of 10-year schedule for full
vesting, establishing cost of living
increases in pensions, expanding
requirements for providing pen-
sion benefits to surviving spouses
and creating limited individual
retirement accounts for employes
in plans with low employer con-
tributions.

Sen. Javits also recommends a
single, SEC type agency take
over enforcement of ERISA in
1980, with dual jurisdiction of
the Labor Department and Inter-
nal Revenue Service to continue
until then. He would also delay
by one year the date multiem-
ployer pension plans would be
eligible for termination insur-

ance. Sen. Javits fears a large
number of multiemployer plans
are planning to terminate on Jan.
1, greatly increasing PBGC lia-
bilities.

Sen. Javits also said that Con-
gress did not intend sweeping
preemption by ERISA of state
regulation of employe benefit
plans. Either Congress should al-
low for additional state regula-
tion or new federal standards
should be enacted for employe

welfare plans, he added.

TOSCO CORP. in Los Angeles
instituted a contributory dental
program this summer. The plan
is underwritten by the Prudential
Life Insurance Co., the company's

medical and life insurance car-

rier. The plan pays 70 % the first

RED HOTS

COLD DRINKS

year, 80 % the second, 90% the
third and 100 % thereafter. "A
covered ennploye has to go to a
dentist once a year or he will
drop back to the first status,"”
explained Joe Osborne, corporate
manager of insurance. Approxi-
mately 1,500 salaried and hourly

employes are covered by the plan.

BOISE CASCADE Corp. has
made five key improvements in
benefits for 9,000 salaried work-
ers. The Boise, Idaho, company
boosted the maximum on its ma-
jor medical program to $500,000
from $50,000, raised the maxi-
mum under its long term disa-
bility program to $3,600 a month
from $1,500 a month, upped ma-
ternity expense for normal de-
livery to $1,000 and placed com-

plications for pregnancy under
the hospitalization plan rather
than a set schedule. The company
added an optional, contributory
life benefit for dependents. The
company pension formula was also
upgraded to 1.25 % from 1 % of
years of service multipled by
average monthly compensation
for the highest five of the last
10 years.

A PREMIUM INCREASE for the
termination insurance provided
by the Pension Benefit Guaranty
Corp. seems likely. The agency
said it will ask Congress to in-
crease premiums to $2.25 a year
per employe from $1 per employe.
The PBGC said the increase is
Nnecessary since pension plans

Continued on page 4

KITCHENETTE

This business doesn't qualify for
self insurance. But howabout yours?

Even though Cal's insurance needs are minimal, you
needn't be a giant of industry to safely assume some
of yourown risks and gain significant premium savings.
If self insurance doesn't fit, we'll tell you.
But for mahy growing companies a Gallagher cus-
tomized self insurance plan offers major
advantages. By reducing your insurance

crues cash flow benefits. A Gallagher
self insurance program also provides
an alternative to tight markets, and in-

flexible underwriting.

ARTHUR J. GALLAGHER & CO.

And importantly, we provide a// major coverages,
not just workers' compensation.

Yet these advantages are available without compro-

mising coverage or service. Last year we handled
more than 45,000 losses and claims while administer-

ing clients' funds in excess of $34,000,000.

All from our wholly-owned nationwide
network of 39 sales and service offices.

Self insurance is wrong for Cal. But
it may well provide you with a better

[f detail T CORTGETSYR With Jour Presert

'- plan, please conract us.

Gould Center, Golf Road, Rolling Meadows, lllinois 60008 - Phone 312/640-8500

+ An International Organization Providing Excess Coverages and All Related Services for Self-Insurers

+ Brokers for Commercial, Industrial and Institutional Insurance Programs
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Continued from page 3

have been terminating at a much
higher rate than was anticipated.
According to the PBGC's annual
report released earlier this
month, the single employer ter-
mination fund had a deficit of $41

miillion.

HUNT-WESSON FOODS Inc. is
taking a large step toward self-
insuring its group health and
dental plans. The Fullerton,
Calif., company went to a mini-
mum premium arrangement for
its medical insurance program
July 1, according to Mrs. Eugenie
M. Bodenhoff, director of bene-
fit planning and development.
The company had been on a con-
ventional premium set-up. "Our
goal is to be completely self-in-
sured for medical coverage by
July 1, 1978," she said. The com-

pany became completely self-
insured for its three-year-old
dental plan on July 1. The long
term disability plan is expected

to be self-insured by Oct. 1.

THE PBGO has proposed rules
for allocating assets of a termi-
nating defined benefit plan that
was created by a merger. The
proposal ensures that funding of
participants' benefits will not be
reduced because of a merger. The
proposal would permit merging
plans to use a special Internal
Revenue Service schedule for al-
locating assets if they subse-
quently terminate. Benefits
funded prior to the merger are
paid before plan assets are used
to pay other benefits not pre-
viously funded, said PBGC act-
ing executive director Matthew
M. Lind. Public comments on the

Because you enjoy all of the advantages of self in ranee

while we cover all of your service needs from A to Z.

And that includes all phases of administration .

claims investigation and adjustment, monthly computerized

.loss control,

proposal are requested by Sept.
16. They should be sent to the
PBGC, 2020 K St., NW, Washing-
ton, D.C. 20006.

Benefit Beat keeps insurance
and emplove benefit managers
up-tf-date on what other com-
panies are doing and informed
of current developments in the
emplotie benefit field. We'd like to
know if you've made any changes
or know of any significant de-
velopments. Write Benefit Beat,
Businea Insurance, 740 N. Rush
St., Chicago, ILL 60611 or call
(312) 649-5279.

Harnett post

Thomas A. Harnett, former
New York state superintendent of
insurance, has joined The Travel-
ers Insurance Co. as senior vp and
counsel. Mr. Harnet will be re-
sponsible for property and casual-
ty claim litigation.

Other improvements

AT&T pact revamps

pregnancy benefits

By JERRY GEISEL

WASHINGTON-Major boosts
in medical and dental benefits
and a completely revamped preg-
nancy disability program highlight
the new three-year contract be-
tween American Telephone & Tel-
egraph Co. and its three big un-
ions representing 700,000 workers.

While the $3.3 billion pact will
lift AT&T's health insurance costs
4.2%, according to the Communi-
cations Workers of America
(CWA), the agreement takes aim
at rising health care costs by
mandating that a worker seek a
second medical opinion before un-
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Zip

1 Hewitt, Coleman & Associates, Inc.
I P.O. Box 3665, Greenville, South Carolina 29608

(803) 2424350

dergoing major surgery. AT&T
will foot the bill for the second
opinion.

For the first time, AT&T, the
country's largest private employer,
agreed to treat pregnancy like any
other disability. Sick leave bene-
fits will be extended for up to six
weeks after delivery.

If a woman is unable to work
because of a pregnancy-related
complication she will receive dis-
ability benefits until she can re-
turn to her job. This key provision
complies with legislation pending
on the U.S. Senate floor requiring
employers to treat pregnancy on
the same basis as any other dis-
ability in terms of receipt of fringe
benefits.

Survivors of deceased union em-
ployes will be allowed to continue
the basic medical plan coverage
by paying premiums at the regu-
lar group rate.

In addition, all Bell System corn-
panies will provide coverage for
treatment of alcoholism, Pap
smears and chemotherapy treat-
ments. The 270-day waiting peri-
od to qualify for pregnancy care
also has been eliminated.

The telephone company's dental
plan has been broadened to cover
employes who retire after Aug. 6,
1977, the day the agreement was
reached.

Beginning next January, pay-
ments to all employes for diag-
nostic and preventative dental
work can be made twice in any
cagendar year; the old limit was
once every six months. A year
later, the dental plan will be ex-
panded once again to cover ortho-
dontic and preorthodontic work
for each dependent child under 19.

Other highlights of the plan,
which covers workers in the Com-
munications Workers of America,
the International Brotherhood of
Electrical Workers and the Tele-
communications International Un-
ion, include:

« Pension increase totaling 28 %
by the end of the contract. A min-
imum pension for an employe
with 40 years of service will rise
from $200 a month to $275 a
month.

- A savings stock plan with
employes allowed to contribute
$5 to $20 a week, 50% of which
Bell will match, in AT&T stock.

- A supplemental pension pay-
ing as much as $250 a month for
up to four years for workers laid
off or downgraded because of au-
tomation or technological change.

- A pay protection plan for
employes demoted to lower paying
jobs in cutbacks. A worker with 15
years of service would continue to
earn his previous higher salary for

56 weeks.

- Extending disability Pay-
ments for as long as a worker can-
Nnot work. The old limit was 52
weeks.

Ratification of the pact is ex-
pected by the end of month, a
spokesman for AT&T said. -

German measles

The danger of a pregnant wom-
an contracting German measles
(rubella) is rising. The Health In-
surance Institute says the disease
can seriously harm unborn babies,
especially if the infection occurs
during the early months of preg-
nancy. Government figures show
an alarming increase of 69 % in
the number of German measles
cases reported for the first third

of this year.
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The better the p/an, the better the work. Here, Homer J. O/sen, right, and project manager, Stan Summers, confer on the site of a recent Bay area job.

Construction begins in the mind.
And insurance is part of the planning.

Homer J. Olsen, Inc.,is an
ingenious San Francisco construe-
tion firm that takes on the tough
jobs. The kind that require a lot of
pre-bid planning and pre-job
surveys. Employers of Wausau
provides five lines of business
insurance to this policyholden
Our work with them begins with
the preliminary stages of every
project, so their insurance needs
can be as precisely engineered as
manpower and materials.

A while back, Olsen won a bid
to modify the San Francisco Inter-
national Airport parking structure.
Upgraded earthquake standards
were among the reasons to alter
the basic design of the partly
completed facility.

Numerous cracks had already

developed in the original structure.

These were documented and made

known to the project management.
Employers Insurance was involved
in this alert, to protect our policy-
holder from claims that may have
stemmed from pre-existing
conditions.

Armed with seismic measure-
ments and other scientific data,
the Olsen firm proposed an unor-
thodox, but effective solution.
Instead of beginning at ground level,
they took their equipment to the
top floor and made openings
through the lower elevations to
allow pile driving from the top of
the building. And during all of this
work the facility was able to
accommodate the parking of up
to 3,000 cars per day.

As a result of the close working
relationship between our
people and Olsen's people,
work was successfully

completed with mini-

mum exposure to our policy-
holder-and full understand-

ing on the part of his client
as to assignment of exact
responsibilities.

It's this kind of insurance
partnership that makes
business insurance work for

a living. That's the Wausau
story.

Come to the source

Employers Insurance of Wausau

Wausau.Wisconsin
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DUB MARTIN & CO.. INC.

Managing Excess/Surplus Unes General Agents

Orville D. Jones
Senior Vice President

Administration

Robert B. Creel
Vice President

Property

711 Corrigan Tower

Dallas, Texas 75201

Florence Masters

Vice President

C. Locke Thompson

Senior Vice President

Casualty

Carol McRae

Vice President

Trucking Casualty

Area 214-748-0853

Telex 73-0245

Member Texas Surplus Lines Association

Guess who's

thesecond.largest alarm company
in America ?

The picture gives you a hint.
We're Honeywell,
the thermostat company. And
the computer company.
And a lot more. We're also
Honeywell Protection
Services, the second-largest,
and certainly the fastest-
growing, central station
alarm service in this country.
If that surprises you, here
are the facts. Our experience
in the security and alarm
business goes back over 20
years. Our Protection
Services staff numbers more
than 1000 people who serve
nearly 45,000 subcribers.

And Honeywell's network of
U.L.-listed central alarm

stations now operates in over
3010cations across the

United States.
We offer a full range of
alarm services for fire
and security protection as
well as sprinkler system
and industrial equipment
monitoring. In addition,
there'sa new Honeywell GHQ
Service specifically designed
to provide a responsive,
centralized security control
system for businesses whose
facilities are dispersed
over several cities or states.
Until now, there may have
been only one company
you'd trust to provide alarm

By Fireman's Fund

Insurance cancelled

for Kent State gym

By FRANK MARKOWITZ

KENT, Ohi>-Insurance cov-
erage on construction of a $6 mil-
lion Kent State University gym-
nasium has been cancelled due to
fears of vandalism by demonstra-
tors.

The site is near a hill where
National Guardsmen killed four
students and wounded nine others
in a May 1970 antiwar demon-
stration. More than 200 persons
have been arrested recently for
occupying the area which they
believe should be preserved as a

memorial.

No vandalism has yet occurred

protection over a broad
area of the country. Now
there's a second company,
Honeywell Protection
Services. And being second,
we're strongly motivated
to offer you better protection
value at a sensible cost.
Want to know more about
us? Write Honeywell
Protection Services Division,
Mail Station MN 12-2194,
Honeywell Plaza,

Minneapolis, Minnesota
55408.

In Canada write Amplitrol Electronics, Ltd.,
Candiac, Quebec.

Honeywell

We give you a choice.

and the supervising state archi-
tect said he cannot recall another
cancellation for such a reason in
20 years.

The Cleveland OEfice of Fire-
man's Fund American Insurance
Co. notitied the Ohio Department
of Administration Services that it
was cancelling the contractor's
building risk policies eEfective
Aug. 15.

Eireman's Fund did offer by
letter to insure all risks "exclud-
ing the perils of riots, riots at-
tending a strike, civil commotion,
vandalism and malicious mischief
and any loss or damage thereof."

The contractor, Bucky Arnes
[nc. of Stow, Ohio, carried two
policies underwritten by Fire-
man's Fund. The first covered
:he site itself for $190,000, with
a $500 deductible. The second, on
construction, carried a $3.8 mil-
lion limit and $500 deductible,

according to Carl Bentz, the state
architect.

After receiving 30 days notice,
the contractor contacted a num-
ber of other insurance companies.
Six have declined to insure the
vandalism coverage, despite of-
fers to increase security, install

lights and erect a cyclone fence,
Mr. Bentz said.

If the contractor is unable to
find coverage, Mr. Bentz added,
the state will probably agree to
insure the risk.

"That's the impression | got,”
said Gordon Arnes, president of
Bucky Arnes. "We furnished a
policy. That's all they (the state)
can expect from us. The cancella-

tion is due to problems we have
no control over.”

Mr. Arnes said he didn't think
":it's even remotely possible" that
the site wi11 be moved to a loca-
tion more agreeable to the dem-

onstrators.

Such a move reportedly, would
cost at least $1.7 million.

However, it was reported that
the president of the university, Dr.
Brage Golding, met with the trus-
tees in mid-August to consider
moving the site.

Because of court delays initi-
ated by attorneys for the protest
group, construction had proceeded
for only one day by the Aug. 15,
cancellation date. Protestors, as-
sembled from numerous colleges
and political groups, argued that
their right to petition the De-
gartment of Interior to declare
tne site a historic landmark would
he violated by construction.

The state architect said a re-
quest for "review and comment”
on the canceation had been filed
with the state attorney general.
An investigator for the Ohio in-
surance department said, how-
ever, that the cancellation had
been legal and reasonable.

Unlike the case with automo-
tile insurance, he explained,
there are no statutes regulating

commercial policy cancellations.
Since Fireman's Fund observed

the cancellation clause in its con-
tract, he could see no room for
cormplaimt. -

Employment

The number of people employed
by insurance companies in the U.S.
has nearly tripled since 1945. In
1945, according to the American
Council of Life Insurance, the in-
surance business ernployed some
600,000 people. By the beginning
of last year, insurers employed 1.7
million people.



If you believe in your product enough
to guarantee it

teed,

catil factorlly

guarant

guarantee

2 tile force or effect

maybe you should self insure it, too.

Once a proud company says,"This product is
good enough to put our good name on it," that
company should look into product liability self

Today primary insurance for product liability
is hard to find and very expensive.

But a company that stands behind its product
has probably instituted all the rules, regulations, pro-
cedures and inspections to see that its product is as

safe as it can be.

And that's when product liability self insur-
ance makes dollars and cents

sense.

If you stand behind your
product, we can help.

an INA CORPORATION company

ing quality product loss control services, including
training at our International Safety Academy.

We can help make the best of those losses
which do occur by efficiently adjusting, proces-
sing, supervising and resolving claims.

And we can do it all without additional bur-
den on management.

We have 160 offices throughout the world
handling product liability and other self-insurance
programs, including worker's compensation, auto-
mobile, hospital matpractice, property and general

liability for companies large and
small.

Get the most out of a self-

insurance program. Call on ESIS.

We can assist you by provid- 4050 Wilshire Blvd., Los Angeles, CA 90010 We can help.
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editorial opinions

Why has OIL capped the information flow??

In IL IS SLIPPERY these days. Not the stuff in the can,
V but Oil Insurance Ltd. (OIL), the petroleum industry's
nutual insurance company based in Bermuda.

A Business Insurance editor set out several weeks ago to
lo an update story on the six-year-old captive in light of
Aminoil's re-entry and some reports we'd heard that mem-
bers were disgruntled about big premium hikes following
1 couple of years of heavy losses.

Since OIL's founding in 1971, we've watched to see if the
lompany would indeed become the insurance company of
:he international petroleum industry, as it was touted to be
at its inception. We also try to check out the grapevine re-
oorts. If we've heard them, others have too and we wanted
:0 set the records straight.

But OIL, after years of promoting itself and having favor-
able stories in these pages, won't cooperate.

One explanation is that the oil industry in general is touchy
:hese days about publicity in the wake of OPEC's oil em-
iargo, the ensuing energy crunch, subsequent record-break-
ng profits and news of questionable payments by oil com-
Danies around the world. Some OIL members, we're told,
are afraid the general press would get hold of any story about
OIL and misconstrue it, leading to a feared headline on the
order of "Oil industry shuffles dollars in Bermuda.”

Another reason OIL no longer wants to give out any fig-
ures to BI for stories, we heard, is because it no longer wants
or needs new members from among the U.S. petroleum in-
dustry. Instead, OIL now seeks "international” members, a
source said, assuring us that an American oil company
wouldn't be turned away but wouldn't find a welcome mat.

We're left wondering if we weren't "used" by OIL. We've
done periodic updates on OIL with its members' cooperation
until after we did a story about Gulf Oil Co.'s announced
pullout from OIL in 1975. Then the cold war began, with OIL
turning down our queries. If anything, we've been advocates
of captives over the years, helping OIL along the way, only
to get the cold shoulder when we wrote about some OIL

members choosing to go their own way.

Nonetheless, we've tried to check out the latest reports
and can pass along the information that OIL is apparently
doing well, thank you. Although the last two years reported-
ly have seen heavier losses, the first three were so remarkably
good that the last two are being viewed as "what you could
expect."

Standard premiums reportedly have risen as much as
20% because of the losses.

Moreover, Aminoil is back in OIL as of last January, just
six months after it had withdrawn from the mutual when it
was purchased from Burmah Oil. This leads us to believe
the captive is competing well with other markets. According
to a list published for members earlier this year, OIL now

has 34 members. Members include:

Amerada Hess Corp. Forest Oil Corp.

Aminoil USA Inc. General American Oil

Co. of Texas

Gulf Oil Corp.**

HB Insurance Ltd.

Ashland Oil Inc.
Atlantic Richfield Co.

Champlin Petroleum Co.
City Service Co. (Hamilton Brothers) *
Louisiana Land & Kerr-McGee Corp.

Koch Industries Inc.

Petrofina S.A.

Exploration Co.
Marathon Oil Co.
Murphy Oil Corp.
N. I. Ltd. Ltd.™

Petroleum Insurance

Phillips Petroleum Co.
Shell Oil Co.

Omnium Insurance &
Reinsurance Ltd.™
Padana Assicurazioni Standard Oil Co. of

Coastal Offshore California

Standard Oil Co.
(Ohio)

Sun Oil Co.

Insurance Ltd.™
Consolidated Natural

Gas Co.
Danube Insurance Ltd./ Superior Oil Co.
Wabash insurance Ltd.* Tenneco Inc.
Diamond Shannrock Oil Union Oil Co. of
& Gas Co. California
Eastern Hemisphere Vickers Energy Corp.

Insurance (1973) Ltd.*

* Captive insurance company member.
-*Withdrawing over 5-year period.

We'll keep you up-to-date on tort reform

74 A UDDYING THE WATERS of tort reform is the con-
1V1 fusion caused by the many different legislative pro-
posals winding their way through state lawmaking bodies.
Although many of the reform measures aim to change, for
example, the statute of limitations prevailing in a particular
state, the bills contain many variations on that theme, making
it difficult to keep track of what kinds of altered statutes are
being proposed.

It's enough to make you want a score card, in fact.

So that's what we're giving you, starting in this issue of
Business Insurance. We want you to be able to quickly ascer-
tain the status of bills proposed in each state and the provi-
sions for tort reform in each bill.

We want you to be able to get involved in supporting or
opposing the bills pending in states where you do business.

business insurance

To those ends, we've devised the score card of tort reform
measures that appears on page 25. The chart will reappear
regularly so you can clip it out, tack it to the bulletin board
next to your desk and keep a running tally of what bills are
going where.

If you have information that should be contained in our
next score card, or that updates what we've got, please give
us a call or jot us a note. If you have a question about the
particular provisions of a bill introduced in a state legisla-
ture, feel free to give a call to Jerry Geisel, our Washington
editor and expert on pending product liability legislation.
Jerry's compiling the charts for us, with the help of several
trade associations. Call him at 202-638-5300 or write him at
Business Insurance, 1253 National Press Building, Washing-
ton, D.C. 20004.

letters

Business Insurance welcomes
letters from its readers. Please
keep vour comments as brief as
possible and we reserve the Tight
to edit or shorten letters for clar-
itt; or space. Please send your
comments to Letters to the Ed-
itoT, Business Insurance Maga-

zine, 740 N. Rush St., Chicago,
1. soe11.

Biorhythm

To the Editor: | would like
James A. Knight Ill, the author
of "Biorhythm is a tool to reduce
accidents” ( June 27) to identify
any scientifically valid studies
that would confirm his supposi-
tion that ™ people are three
to four times more accident-prone
on (their biorhythmically) critical
days."

Further, | would be interested
in any response that Mr. Knight
would care to make to the charge
that the basic tenets of Wilhelm
Fliess's 23 and 28 day biorhythm
cycles are numerological pseudo-
science and Teutonic crackpottery.

Barry B. Schweig, Phi).
CcPOU, CLU

Visiting Assistant Professor of

Finance, the University of Ne-

braska-Lincoln, Lincoln, Ne-

braska

Mr. Knight replies: The state-
ment that people are thnee to four
times more accident-prone on erit-
ical days is based upon the results
of various studies cited by George
Thommen in his book, "Is This
our Day?", as well as the.findings
of my own studies. | cannot com-
ment on the scientific validity of
the studies reported on bv Mr.
Thommen. However, il can sub-
stantiate the results of my studies.

I have run biorhvthm correta-
tions on the employe-drivers who
were involved in 189 automobile
accidents and on the emploves in-
jured in 294 work accidents. Work
injuries arising from auto acci-
dents were counted only once, as
auto accidents.

Of the 483 total accidents
studied, 204 (42.2%) occurred on
employes' critical days. Critical
days occur on 19.2% of the time,
so the.number of accidents actual-
tV occurring on critical days was
2.2 times the number expected.
The results would have been even
higher had information been avail-
able to run biorhythm.correlations
on the drivers of otheT vehicles in-
volved in the auto accidents and
on co-workers whose actions mav
have been- the cause of many em-
Ploves' work injuries.

As for your charge that bio-
rhythm theory is merely "nu-
merological pseudoscence and
Teutonic crackpottery,”" my Te-
sponse is that | have used statis-

Continued on page 10
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lhe cost of hospitalliability
Insurance iscoming down.

Premiums affordable now Butt'sstillekperisiver
However,iheseisaway fomake iteven more

A hospital can, in effect, become its own
insurance company if it can successfully
project future losses. And then set aside enough money to cover them.

That's where AIG Risk Management comes in.

As a pioneer in the hospital risk management field, we have designed and are administering
self-insurance programs for more than 250 hospitals across the country.

And once we've determined that risk management is feasible for your hospital, our broad
experience allows us to tailor a program specifically to your needs.

First, our actuaries analyze all relevant facts -your hospital's size, funding, location, claims
history, etc.-with the help of our computerized simulation model. Then we compute the
amount needed to cover projected losses, and show you how to budget for it.

At the same time, we help you set up a carefully engineered loss-control program. Its goal
is to reduce or avert losses so that fewer, less substantial, claims will be made.

Finally, we can administer all claims, keeping adetailed history for loss control and analysis.

Some of the hospitals we serve assume only part of their risks, and still need additional
coverage from insurance companies. Here, AIGRM can be especially useful. We're associated
with a major writer of excess malpractice insurance, the National Union Fire Insurance Com-
pany of Pittsburgh, Pa. In conjunction with National Union, we can help qualified hospitals

developawell-coordinated malpractice protection package. ,£ Q6-RISE-------7

out more a ow you osplt nnsure i IMANAGEMENT INC..!
: r,
and realize significant savings, send for our brochure. And bring | Dept130-708.A4102 Moiden Lane NewYork XY, 10005

your insurance costs down as far as they can go.

We Welcome |n uiries fTom any licensed agent or broker Please send meyourbrochure on hospital self-insurance.
[

Title Pho

= r AIG CCOrmraifEpEoannany o 1 1

Company

] A N"NAAdre==== |
— I — I

City State Zip

1.5 —
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letters

Continued from page 8

ties, a branch of the science of

Nnumbers (mathematics), to test

the biorhythm theory; and, to my
EsST. 1899 knowledge, | have no Gennanic

heritage.'

Diabetes

To the Editor: As an insurance
DAVIS, BORLAND & CO. exccutive who suffers from dia-
betes and takes two shots of in-

INSURANCE BROKERS sulin daily, | am appalled by
James Bosarge's contribution to
your May 2 issue. This is quite the
most "cock-eyed" article on dia-
betes that | have ever read (please
excuse my English jargon).
| consider myself to be one of
99 CHURCH ST., N.Y., N.Y. 10007 TEL: (212) 791-2100 ) B . )
the fittest: employes in my firm.
My health has greatily improved
since diabetes was diagnosed 13
years ago following the usual

A NEW PREMIUM
MANAGEMENT
PROGRAM

which allocates premiums or self insurance
budgets to profit centers using both

and allows you to use a different experience/exposure
ratio for each type of risk with any combination
of stop losses needed for

catastrophe protection.

A new service we now provide to:

RISK MANAGERS who are genuinely
concerned about an equitable and
understandable premium allocation,
and

FINANCIAL OFFICERS who can't

wait six months after a policy year
to get risk costs into the cost of
producing a product.

coragrate
systems

Write to: Corporate Systems, P. O. Box 2827, Amarillo, Texas 79105

Or Phone: 800 858-4160 - Toll free from outside the State of Texas
(from Texas call 806 376-4223)
Corporate Systems Australia, "Holland House," 492 St. Ki da Road, Melbourne Australia

symptoms of extreme thirst. |
look after myself sensibly, eat a
balanced det, travel to the U.S. on
business and commute in crowded
London trains during winter epi-
demics etc.

Despite all this | have only had
Eve days sickness off work in 13
vyears (and none of this was di-
rectly attributable to diabetes) . In
terms of extra expense, | have
cost my company absolutely noth-
ing.

R. C Taylor

Associate director, Wright Deen
& Co. Ltd., London

errors &
omissions

= A July 25 story about brokers'
policies on expense accounts and
gifts quoted a broker saying hy-
pothetically, "If you handle the
risk of a U.S. Steel or a Conti-
nental Can in which you get $100,.
000 in commissions you might be
a')le to afford to send their insur-
ance manager to Hawaii . . ." U.S.
Sreel and Continental Can were
mentioned by the broker as ex-
amples of huge companies that
conceivably could generate large
commissions. Business Insurance
did not mean to imply that any
trips had ever been given to the
managers of those organizations
and apologizes if anyone came
away with that impression.

- John L. Wortham & Son Inc.
has a total of 203 employes who
generated revenues per person last
year of $44,581. Both of these fig-
ures are significantly changed
from the 164 employes Wortham
stpplied for the July 25 Agent/
Broker Profiles issue. Wortham
was shown to have by far the
highest productivity per employe
at $55,183. However, Wortham
s:id that 30 partners and nine life
agents were omitted inadvertantly
from the employment figure. Wor-
tham still ranks first in produc-
tivity, although by a narrower
margin, followed by Frank B. Hall
with revenues per employe of
$44,107.

- The reinsurance functions of
a discontinued Alexander & Alex-
ander subsidiary, Tower Treaty
Corp., have been assumed by Ble-
icnroeder, Bing & Co. Inc., not
Bufco Inc. as reported in the

Agent/Broker Profile issue July
28.

Foltz to head
RIMS chapter

MINNEAPOLIS-Brian L. Foltz=z
of the Green Giant Co. has been
elected president of the Minnesota
chapter of the Risk & Insurance
Management Society. Barry R.
Glaser of McQuay Perfex Inc. has
been named vp while Myrna Fal-
lon of the Toro Co. is the new sec-
retary/treasurer.

New directors are Mike J.
Dempsey of General Mills Inc.,
Roger B. Oster of Investors Diver-
sEied Service and Russell J. Pisek

of Northern States Power Co. -

Beneficiaries

Women are the prime bene-
ficiaries of life insurance, reports
the American Council of Life In-
surance. VWomen were the bene-
fieiaries of 67 % of ordinary life
insurance policies while men were
the beneficiaries in 20 2% of the
policies. Both sexes shared desig-
nation as beneficiaries in 5 % of
the policies, while in 8 % of the
policies other beneficiaries were
named, such as colleges, hospitals,

churches and other institutions.
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Blue Cross wins $120 million
contract, but Aetna cries foul

By GREG DAVID

BOSTON-Blue Cross/Blue
Shield of Massachusetts won a
$120 million contract to provide
health insurance for 78,000 state
employes, sparking charges that
Blue Cross deliberately underesti-
mated claims.

Aetna Life & Casualty, which
previously held the contract but
lost in the bidding this time,
claimed Blue Cross will face a $7
million deficit as a result of un-
derestimating claims. Blue Cross
denied the charge.

The Blue Cross bid was $26 mil-
lion lower than .the $147 million
proposal from Aetna, even though
Aetna's retention of $2.4 million
was considerably less than the

Blue Cross retention of $4.4 mil-
lion, according to William Burke,
director of the state group insur-
ance commission.

Blue Cross maintains that the
cost of claims will be substantially
less than estimated by Aetna and
the two other bidders, Prudential
and Metropolitan. But an inde-
pendent estimate by the Martin E.

Segal actuarial firm supported the
Aetna estimate.

Experts say the cost of claims
should be roughly equal no mat-
ter who provides coverage.

"In my 11 years in the group in-
surance business, | have never
seen a disparity like this on a large
account,” said F. X. McCllellan,
Aetna's director of group opera-

IN

tions.

The guarantee covers the 21-
month period from Oct. 1, 1977 to
June 30, 1979, although the con-
tract runs until June 30, 1981.

"There is no conclusive evidence
that Blue Cross/Blue Shield is
wrong," said Mr. Burke, who rec-
ommended the commission accept
the Blue Cross bid.

"The charges by Aetna are en-
tirely unjust," said Richard Lyons,
director of marketing for Blue
Cross/Blue Shield. "We could not
go into this even thinking that we
would lose money. We are a non-
profit organization and the deficit
would have to fall on our other
subscribers.”

Mr. McClenan said he suspects
that Blue Cross, after failing to

every field
of endeavor, there are
people who strive to excel. In

reinsurance, you'll find that kind of

win the contract for several years,
went after it at any cost.

"Our bid is based on more re-
cent and more accurate data”
countered Mr. Lyons. Blue Cross
also contended that ' its contracts
witih hospitals result in lower
charges for patients with its cov-
erage and that contributed to the
lower bid.

But Mr. McClellan said the dis-
count in Massachusetts averages
only 3.5%. Since hospitatization is
only one element in the package,
Mr. McClellan reasoned, the dis-
count could account for only 1 %
of the $26 million difference in
the bids.

Mr. McClellan predicted the $7
million deficit would force Blue
Cross 40 ask for a major rate in-
crease in 1979, setting off another
round of competitive bidding.
Aetna will be in a good position
to recapture the contract, leaving
other Blue Cross subscribers to

pickup the itab, he speculated. -

person at Prudential Reinsurance Company.

We are staffed with Property and Casualty experts
who are prepared to meet a broad spectrum of

your reinsurance needs. From standard cover-
ages and capacities to the one-of-a-kind problem.
This expertise is backed by solid capital strength.
Which makes it possible for Prudential Reinsurance to
assume risks many other companies might not
consider at all. As a matter of fact, in 1977 we've
doubled the capacity we're willing to commit. When

you have a reinsurance need, we invite you to call or
write the Prudential Reinsurance Company. Facultative

and Treaty. We're the Rock. The Rock in reinsurance.

Prudential Re.

The Rock in Reinsurance.

Prudential Reinsurance Company
Subsidiary of The Prudential insurance Company of America

Prudential Reinsurance Company. Corporate Off ce

213 Washington Street. Newark, NJ 07101. Call: (201) 877-8000. Telex: 13-8698.

Branch Offices Los Angeles, (213) 385-6261. Chicago, (312) 782-4793: New York, (212) 4224350.

inhdential

Oil firm
can't cove r

its directors

By REBECCA A. FANNIN

NEW YORK-Unidentified di-
rectors of Commonwealth Oil Re-
fining Co. have decided against

serving on the company's board
because Commonwealth hasn't
been able to renew or obtain
coverage for its directors "de-
spite its best efforts.”

Recently, however, the oil re-
fining firm has had "some sort
of offer" for coverage. But Com-
monwealth is continuing to seek
renewal with its current insurer
or obtain coverage through nine
or 10 insurance brokers, a spokes-
man said.

The firm is seeking coverage
from London and U.S. companies.
Coverage with the existing insur-
er, which the spokesman declined
to narne, expires Aug. 28.

The chances that the existing
insurer will renew are 50-50, the
spokesman said. Commonwealth's
insurer has been hesitant to re-
new, even with increased premi-
ums, because Commonwealth has
had financial difficulties, he said.

Considering these problems, he
added, the insurance company's
"hesitancy is not unusual.”

Presumably insurers would be
more favorable toward providing
liability coverage if a proposed
financing plan is finalized. Ash-
land Qil Inc. is considering a $50
million investment in new Com-
monwealth convertible preferred
stock, which would ease Common-
wealth's credit problems and give
Ashland  effective control of

Commonwealth's $1 billion oper-
ations.

Ashland kking would also
assure Commonwealth of willing
directors. Under the financing
proposal, Ashland would have the
right to designate up to two-
thirds of Commonwealth's 14 di-
rectons. Ashland has until Sept.
1 to decide whether to purchase
the two million shares.

Commonwealth was bailed out
by A@hland earlier this spring
when it agreed to help Common-
wealth obtain raw materials on
a short term basis.

Commonwealth "would likely
be required to seek judicial pro-
tection in a proceeding under the
bankruptcy laws," if Ashland de-
cides against the financi.al agree-
ment, according to a Common-
wealth proxy statement.

At the annual meeting of Com-
monwealth's shareholders, Com-
monwealth chairman Norman C.
Keith said that "in light of the
circumstances | can only say that
| understand perfectly well the
reluctance of some of our direc-
tons to place themselves in a
position in which they might be
subject to substantial personal li-
ability in further service to their
company.”

Commonwealth's directors are
f,acing several multimillion dollar
suits. In one case shareholders
said they had been denied cru-
cial information about the com-
pany and deliberately misled by
certain directors and officers.
They said mismanagement had
left the company practically
bankrupt and demanded dam-
ages in excess of "$100 million."

Another class action alleges that
shareholders were induced to buy
stock by the "misleading state-
ments" and "material omissions"
of the company's managers be-
tween April 22, 1975, and April 1,

1977. The suit seeks damages

which could run into the millions
oF doll=ar=s_ -



But companies fear excessive suits

Insurance shouldn't puncture air bag plan

By FRANK MARKOWITZ

NEVW YORK-Problems in ob-
taining product liability coverage
shouldn't be a serious barrier to
automakers instamng passive re-
straints, say insurers.

Actually the most serious risk
may not be the safety of air bags,
which insurers rate as very high,
but the cost of defending suits
brought on by widespread misun-
derstanding of what the devices
are intended to do.

One major air bag manufacturer
has been hagdling with Ford Mo-
tor Co. over splitting anticipated
legal fees. The manufacturer is
worried that it might be hit with
a flood of suits from drivers in-
jured in crashes where the air bag
can't afford protection. The de-
vices are only supposed to protect
front seat occupants from head-
on crashes.

Transportation Secretary Brock
Adams, who ordered passive re-
straints installed in all new autos
by 1984, raised the issue when
automakers complained that the
devices might prove a serious

product liabHity problem.

The American Insurance Assn.
responded that automakers
shouldn't have a problem since
they commonly self-insure such
liability and minimize their risk
through hold harmless agreements
from their suppliers.

Co mpo n e n t manufacturers
shouldn’'t encounter serious diffi-
culties either, according to the
AIlA. In fact, the association add-
ed, two component suppliers, Thio-
kol and Allied Chemical Corp.,
had been assured of continued
product liability coverage by Aet-
na Life & Casualty and The Trav-
elers insurance companies.

But some component manufac-
turers, including Allied Chemical,
told Business Insurance they are
uncertain about obtaining cover-
age and about the extent of liabil-
ity they'll be required to assume.

Some cautioned that it's too
early to ten what wHI be available
for the 1982-model year, when
automakers will be required to
phase in passive restraints-un-
less Congress overturns Secretary
Adams' order by mid-October.

Program is attacked

WASHINGTON-One of the biggest questions in the air bag
controversy is whether Congress will even allow the order to

stand.

Congress has until mid-October to overturn Transportation
Secretary Brock Adams' requirement that automakers phase in
passive restraints on their 1982 to 1984 models.

Rep. Bud Shuster has been leading an energetic campaign to
overturn the order. His resolution to do so has 156 co-sponsors

in the House.

The Pennsylvania Republican also questions the insurance dis-
counts promised drivers of air bag-equipped autos and the safety
of air bags themselves.

Rep. Shuster claims the addition of air bags reduces auto in-
surance rates by less than 1%. He based his statement on quotes
from 50 Middle Atlantic region agents on a 1974 Oldsmobile
Delta 88, with and wdthout air bags.

According to Rep. Shuster, Allstate Insurance Co. agents of-
fered an average 1.2% discount, Nationwide Mutual Insurance
Co. a 0.5% discount and GEICO a 0.75% discount. The largest
dollar reduction was an average $3.44 by Allstate.

A spokesman for Nationwide replied, "The figures that Shuster
gave are grossly understated when you look instead at the aver-
age figures for all people and not just for a given example. That
to me is just unfair.”

He noted that discounting insurers had promised 30% off the
first person bodily injury premiums only. He claimed this would
average $9 off in Maryland and Pennsylvania and $3.20 in Wash-
ington D.C.

He added that once experience with air bags is gained, they
should eventually reduce total auto premiums, including liability,
by $2 billion annually. The value to the average driver would be
$33 in lower yearly premiums, he said.

Rep. Shuster also charged later that the chemical compound
used to inflate many air bags, sodium azide, "presents a serious
danger if the canister is opened, broken or leaks," especially in
abandoned cars.

The National Highway Traffic Safety Administration quickly
answered that the usual steel canister containing the compound
provides adequate protection; that Allied Chemical Corp. had de-
veloped an inflator system which operates without sodium azide
and that gasoline tanks and battery acid provided a "far more

serious problem™ inNn abandoned cars. -

Component makers and insur-
ers, however, expressed confidence
in air bag safety. Allied Chemical,
for example, said it hasn't in-
curred a single product liability
claim since 1972 while producing
about 10,000 air bags annually.

But at least one manufacturer,
Eaton Corp., is afraid the story
may change when air bags are in-
stalled on every auto.

"We feel the risk is going to be
the amount of litigation, which we
feel we carl successfully defend,
but it's going to be at great cost,”
explained Dave Otto, corporate
insurance manager for Eaton.

"The air bag is very misunder-
stood. If someone hits you from
the rear or side, it's not supposed
to protect you. | believe | heard
that it's only effective for a head-
on crash or up to 30 degrees off
to the side.”

Mr. Otto said he also fears suits

from cradh victims, "really lucky

to be alive," who receive a minor
injury despite successful deploy-
ment of the air bag.

If the brakes or other operating
system fails, a car crashes and the
occupants are injured despite the
air bag, who is liable? Mr. Otto
said this is being negotiated with
Ford now.

Another issue of concern to the
risk managers is the extent of
hold harmless agreements, in
which suppliers agree to idemnify
automakers for damages caused

by their product.

They have good reason for con-
cern. Aetna refused to insure one
supplier if it agreed to a hold
harmiless clause the insurer con-
sidered too broad, according to
Oliver Patrell, vp of the commer-
cial lines department.

Eaton is also wrangling with
Ford over this issue. Mr. Otto said
his firm has so far refused to sign
any hold harmless clauses other
than a standard declaration of lia-
bility on its sales forms.

Talley Industries, manufacturer
of inflator units for air bags, is
objecting to a requirement by
General Motors that it obtain
product recall coverage in addi-
tion to the usual product liability
insurance.

Chuck Lorenz, corporate insur-
ance manager, said the inflator
units for test models were insured
in the past by CNA as part of a
package policy.

Mr. Lorenz said he couldn't yet
tell what coverage would be avail-
able in the future. but that "with
any large company | don't really
see that will be a problem.”

Smaller component makers may
have problems in obtaining cov-
erage, said Kevin Teisman, secre-
tary of Rocket Research Corp.,
which supplies the propellant cart-
ridge for the air bag.

"My greatest concern is the fact
that our company is small relative

Relief in sight on OSHA forms

WASHINGTON - Employers
burdened by a mountain of gov-
ernment forms to fill out will soon
find their load a bit lighter.

The Occupational Safety and
Health Administration (OSHA)
announced last month a new
streamlined recordkeeping system
that reduces in half the number of
accident and injury forms busi-
nesses must fi[le with the Labor
Department.

Labor Secretary Ray Marshall
said accident report forms 102 and
103 will be scrapped and will be
replaced with the new easy-to-fill-

out form 201.

The complicated format of forms
102 and 103 were frequently criti-
cized by employers. By contrast,
the new form 201, requires em-
ployers merely to use a simple
check-off procedure for reporting
injuries and illnesses.

While the old forms required
employers to answer 80 questions,
the new format only has 19 en-
tries to be answered, a 75% re-
duction.

INn addition, OSHA also an-
nounced a significant decrease in
the number of firms required to

participate in the Bureau of Labor
Statistics annual survey studying
occupational illnesses and in-
juries.

About 85,000 businesses have
been lopped off BLS's annual sur-
vey rolls. That brings the sample
size to 332,000, a 50% reduction
from the first survey conducted
in 1972,

In a related development, OSHA
said small businesses with 10 or
fewer employes will be exempted
from all recordkeeping require-
ments unless they are selected for
the BLS's annual survey. -
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to the others in the field, and the
cost of product liability could be
a very extreme expense for our

company to incur to get into the
business.”
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Hartford Steam Boiler

doesn't want you to gnet all [ Please send’l immediately, so

steamed up if your
boiler doesn't. So we're of- | Nenne
fering a free Heating Boiler Title
Start-Up Checklist and a
free Boiler Log Program for City
your use this fall. e
The Heating Boiler Check- Send coupon to Hartford Steam Boiler

list details step-by-step pro-
cedures for avoiding start-up L . -

failures because of
water, poorly maintained con-
trols, inoperative safety de-
vices, etc.

The Boiler Log Program
provides a continuing, year-
round guide to energy efficient Over half of these are in the
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St. John's Corner Brook Grand Falls

your Hot Offer.
f can enjoy

eatlng trouble-freeoperation this heating season.
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State =i
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Street, Hartford, Connecticut 061

low
start-up precauticns, main-
tenance and operation. Most
accidents to low pressure, fire
tube heating boilers involve
overheating and burning.

At Connecticut General

Forced retirement ban

may cut benefit costs

By REBECCA A. FANNIN

NEWW YORK - Forced retire-
ment at age 65 has been elimi-
nated at Connecticut General In-
surance Corp., a move that is
expected to reduce the company's
expenses for employe benefits by
approximately 9% to 10%.

Reduced pension payouts ac-
count for the decrease, said Don-

aid D. lllig, director of compen-
sation and benefits.

Pensions will start whenever the
employe retires. This will lower
the company's pension expense
since presumably some employes
will elect to work past age 65. Out

Program, designed and

tested by our national staff
of over 900 inspectors and
1 engineers, have been rou-

tinely distributed to our in-
sureds for years. They are

1 just two more ways Hartford

Steam Boiler is Prowdlng
building blocks

1 lishing and maintaining an

effective in-house risk

management program.
For free copies, simply fill
out and send us the coupon.

or estab-

HARTRD
trEAI! BOILER

operation and boiler accident
prevention. Together, the
Checklist and Boiler Log Pro-
gram provide convenient
wcrys for your key plant per-

area of operating or protective
control malfunctions. Many of
these accidents occur because
of a lack of operator -raining

and improper maintenance of

sonnel to educate boiler opera- this equipment.

tom concerning appropriate

The Checklist and Boiler Log

INSPECTmMAND

Hartford, Connecticut

We help more risk managers
manage risks better.

of the 11,900 employes at Connec-
ticut General and its Aetna insur-
ance subsidiary, 52 win be affected
by the retirement change this year
and 400 over the next five years.

The cost of disability plans,
however, may increase since older
employes who elect to continue
working may require more care.
But Mr. lllig said this was not
the case for Connecticut General
since the company has a cap on
disability plans. Disabled employes
earn 100% of salary until a cap
of three months is reached.

The Hartford company's cost
for medical care, dental benefits
and life insurance generally will
not be affected by the end of man-
datory retirement because these
benefits accrue regardless of
whether an employe retires.

The age of the employe, how-
ever, is taken into account by the
life insurance plan, which reduces
by 10% for employes aged 65 until
it reaches a floor of 25%.

The decision to end mandatory
retirement at Connecticut General
comes at a time when Congress is
considering a plan to push back
the mandatory retirement age to
70 for private companies and eli-
minate it altogether for federal
employes.

The recent changes are an addi-
tion to the company's "career
choices" program, an effort begun
in 1972 that allows employes to
retire at age 55.

Last year, employes' choices
concerning retirement were made
even more flexible by a change
in pension plans. Pensions, which
were formerly tied to an employe
staying on the job until age 65,
were revised so that an employe's
benefits became fully vested after
10 years service and automatically
at age 55.

The flexible retirement plan at
Connecticut General will be keyed
to an employe's performance rath-
er than the employe's age. Officers
and managers in field offices,
however, will stin be required to
retire at age 65.

Employes who earn more than
$12,500 a year wH1 have their per-
formance compared to the com-
pany's business plan for the next
yvear. If an employe produces a
substandard performance, he is
asked to leave, no matter wha,t his
age.

Connecticut General said the
changes will allow the company
to retain the "experience and
knowledge"” of older employes
while stiH assuring enough mobil-

ity for younger employes. -

Group to study

hazards at work

WASHINGTON-A top level
interagency task force is being
established to reduce safety and
health hazards in workplaces, the
White House announced this
month.

Labor Secretary Ray Marshall
and Office of Management Budget
chief Bert Lance will head the
task force which is supposed to re-
port with its first recommenda-
tions to President Carter by April
30, 1978.

According to a White House aide,
the task force will be looking into
several possible incentives to sup-
plement workplace safety regula-
tions. These might include tax in-
centives as welfl as changes in
workers' compensation and liabil-

[ = g = ~ror= _ -_—



By MARGARET LeROUX

OAKLAND, Calif.-During a
time when privacy legislation and
the rights of individuals are be-
ing debated nationwide, the Clor-
OX Co.'G do-it-yourself claim fil-
ing system for its group health
plan is answering employes' needs
for confidentiality and the em-
ploye benefits department's need
to contain costs.

The claim form is actually two
forms in one-the physician and
employe statements are perforated
so they can be torn apart and
mailed separately. The form folds
into a pre-addressed mailing
piece.

Each employe covered under
the plan for Clorox salaried and
nonunion employes is supplied
with the forms, courtesy of the
benefits department. That's the
last the employe benefits depart-
ment sees of the forms unless
there'$ a problem with a claim.
They are mailed directly to the
Travelers Insurance Co., under-
writer for Clorox group insurance
for more than 30 years.

"The confidentiality is a big
plus for the do-it-yourself forms,"
Maria M. McNally, retirement
plans manager and head of the
employe benefit plans depart-
ment, said in an interview.

"The claims are the employe's
personal business; there's no need
for anyone in our office to Tmow
what's contained in them."”

The exception being, of course,
cost reports. "We continue to re-
ceive cost reports-but with no
name attached,” Mrs. MeNally
explained. She said that the di-
ret mail system hasn't adversely
affected cost control efforts.

Instead, not having to adminis-
ter claims has meant a savings of
one clerical position in the bene-
fits department and improved ef-
ficiency in paying the claims.

"We have turnaround time of
about seven days for claims sent
to the Walnut Creek office of
Travellers,” Mrs. MGNany said.
The majority of Clorox employes
are in Oakland and surrounding
suburbs included in the Walnut
Creek area. Some 4,000 employes
are covered under the group
health plan for salaried and non-
union employes. Five other group
plans cover 1,800 hourly employes
of the company and its subsidi-
aries in the U.S., Canada, Great
Britain and Puerto Rico.

The do-it-yourself claims filing
system is part of a redesigned
plan combining medical and den-
tal benefits put into effect in
January 1976.

The new plan replaced a base-
plus major medical,plan that had
a larger deductible and smaller
lifetime maximum. Under the

Airlines ground

pregnant women

RICHMOND-AIrlines can re-
fuse to allow a pregnant steward-
ess to fly on the basis that she
could jeopardize the safety of an
aircraft's passengers, a federal ap-
peals court ruled.

The case involved a United Air-
lines stewardess who filed a class
action suit, challenging United's
policy of requiring aid stewardesses
to stop flying as soon as they dis-
cover they are pregnant. The suit
contended that each stewardess
should be allowed to continue to
work as long as she could safely
perform her duties.

The Fourth Circuit Court of Ap-
peals, however, disagreed, ruling
that United's maternity leave pol-
icy was a bona fide occupational
qualification under the 1964 Civil
Mighht=s= . Nct_. -

new plan the lifetime maximum
is $250,000.

'rhe redesigned plan of com-
bined medical and dental bene-
fits has an annual deductible of
$75 for any combination of ex-
penses. The plan pays 100% hos-
pitalization for unlimited days,
including 100% hospital expens-
es; 90% surgeons' fees with no
deductible, and 80% of reason-
able and customary medical ex-
penses after the deductible has
been satisfied.

Dental coverage includes 80%
of reasonable and customary ex-
penses such as fillings, x-rays,
extractions and root canal ther-
apy and 50% of prosthodontic
charges including inlays, crowns,
gold fillings and dentures.

Maternity coverage includes
80% of hospital and physician
charges with a $100 deductible.
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Claim form preserves privacy, contains costs

'The claims are the employe's personal

business; there's no need for anyone
in our office to know what's contained

in them!.'

For mental or nervous treatment,
the plan pays 50 % of the changes
while not hospitalized to a maxi-
mum of $1,000 per year when re-
ferred by a physician.

The plan is noncontributory for
employes; dependents can be in-
cluded for $8.50 per month.

Although the redesigned plan
increased premiums by 30% of

-Clorox benefit chief

the previous cost-plus major
medical plan to $1.7 million for
1976, the additional benefits are
worth the expense in good em-
ploye relations, Mrs. McNally
said.

Johnson & Higgins has been tihe
broker for the group health plan
since its introduction; before that
there had been no broker on the

a®©courit.

"l find | need the professional
help they provide," Mrs. MeNally
said. "They can track trends; they
know what other companies are
doing.” In addition, Clorox seeks
assistance from consultants and
actuaries.

"We can't afford the luxury of
being able to do everything our-
selves," the retirement plans di-
rector continued. She pointed out
that Travelers' extensive network
of local offices is a big advantage
for claims filing under the group
health plan.

Clorox was founded in 1913
and until 1969 sold only bleach.
Since that time when Proctor &
Gamble divested themselves of
the company, Clorox has acquired
subsidiaries engaged in the man-
ufacture of a variety of retail

Products . rm

Photo: Frederick Ken, Truslow

It took an act of congress
to save the bald eagle.

Whbat'syour protection?

Although our national bird is still endangered by
a diminishing habitat, tbe National Emblem Act of 1940
prevented a more serious situation.

You'll never bave legislation to protect your property.
But you can practice tbe basic principles ofloss control.
And tbat's where Allendale Insurance can belp.
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Allendale Park, Johnston, Rhode Island 02919
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dates for buyers

Sept. 6-9: Security in Third Century
America, American Society for Indus-
trial Security's 23rd annual seminar and
exhibits program in Orlando, Fla. Work-
shop topics are terrorism, retail security,
health care protection, physical security,
white collar crime and more. Over 100
security equipment and service conn-
panies will exhibit their wares including
alarm systems, locks, safes and access
and ID communication systems. Cost is
$125 for members and $160 for nonmem-
bers for admission to all panels and
exhibits. Single day admission is $40
for members and $65 for nonmembers.
Contact: ASIS, Education and Meetings
Department, 2000 K. St. N.W., Washing-
ton, D.C. 20006; phone (202) 331-7887.

Sept. 7: Fundamentals of Workers'
Compensation, a day-long course ex-
amining the need for workers' compen-
sation, the mechanics of the system, new
laws, the appeals board and costs, in
Burbank, Calif. Sponsored by the Train-
ing Institute, Greater Los Angeles Chap-
ter National Safety Council, cost is $75.
Contact: Training Institute, 3388 W. 8th
St., Los Angeles, Calif. 90005; phone

(213) 385-6461.

Sept. 8: Product Liability Crisis Semi-
nar. sponsored by the Greater Los An-
geles Chapter National Safety Council,
in Los Angeles. In cooperation with the
U.S. Consumer Product Safety Commis-
sion and the U.S. Small Business Ad-
ministration, the seminar is intended to
acquaint manufacturers, distributors and
retailers with the problems of rising lia-
bility claims, increasing insurance costs
and the need for legislative reform. S.
John Byington, chairman of the product
safety commission, will speak. Cost is
$50. Contact: Greater Los Angeles Chap-
ter National Safety Council, 3338 W. 8th
St., Los Angeles, Calif. 90005; phone
(213) 385-6461.

Sept. 8: Managing Health and Safety
in the Chemical Industry, a workshop
sponsored by the Manufacturing Chem-
ists Assn. in New Orleans. Topics in-
clude women in the workplace new
developments in OSHA and the com-
mon tie between health and accident
prevention. Cost is $20. Contact: Milton
Freifeld, Manufacturing Chemists Assn.,

Performance

where- it counts

1825 Connecticut Ave., N.W., Washing-
ton, D.C. 20009; phone (202) 483-6126.

Sept. 8-9: Health Care Cost Contain-
ment Conference sponsored by Charles
D. Spencer & Associates Inc. in Chicago.
Program is designed for employe benefit
managers and will cover company, car-
rier/provider and community approaches
to containing health care costs. Cost is
$185. Contact: Charles D. Spencer &
Associates Inc., 222 West Adams Street,
Chicago, lll. 60606; phone (312) 236-2615.

Nov. 7-8. Employe Benefit Communi-
cations Workshop, sponsored by Busi-
ness Insurance magazine, Chicago. A
dozen different corporate benefit com-
munications productions will.be screened
and discussed, focusing on the elements
of a prize-winning program; ERISA
rules for benefit communication, choos-
ing a consultant, budgeting for benefit
communications and the employe and
employer view of benefit communica-
tions are among the topics to be ad-
dressed. Cost for early registration, in-
cluding meals. is $285 before Oct. 26
10% for additional
registrants from the same company.
After Oct. 26, registration is $320 and
the 10% discount for additional regis-
trants from the same company applies.
Contact: Mary Ann Engelhardt, Crain
Education Division, 740 N. Rush St.,
Chicago, lll. 60611; phone (312) 649-5241.

with a discount

INA drops group auto;
Travelers adds plans

PHILADELPHIA-INA is get-
ting out of mass marketed group
auto insurance. But The Travelers
Insurance Co. has picked up some
of the slack.

Pacific Employers Insurance
Co., an INA subsidiary, has mass
marketed group auto insurance
along with homeowners and ten-
ants insurance for nine years. But
it has "not been profitable" for
the last six years that the com-
pany has maintained separate rec-
ords on the line, an INA spokes-
woman said.

The underwriter plans to phase
out the line, which accounts for
7% to 8% of Pacific Employers'
business, by April 1978.

In a mass marketed group auto
insurance program, employes are

ROLLINS BURPICK

HUNTER

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza

Chicago, lllinois 60606

offered individual insurance poli-
cies, generally at a cut-rate due to
a lower commission, payable
through payroll deductions. The
underwriter pays for processing
the deductions.

INA, however, is apparently
more interested in a true group
auto insurance line which it is
marketing through its Allied In-
surance Co. subsidiary. In true
group, one auto insurance policy
is written, instead of individual
ones as in mass marketed group,
and the employer pays at least part
of the premium.

So far Allied has fewer than 20
true group auto programs. The
INA spokeswoman suggested the
benefit is still a novelty and its
development has been hampered
by a slower economy and the ris-
ing cost of other employe benfits.

Employer-paid auto premiums,
though, are taxable income. That
complication may also be retard-
ing the growth of group auto as
an employe benefit. But legisla-
tion has been introduced in the
Senate to extend to group auto the
same tax-free status health insur-
ance enjoys.

The INA spokeswoman stressed
the company has not "terminated
anyone." Those in mass marketed
programs are being offered a pol-
icy on a regular billing basis.

INA is assisting groups that
want to stay with a mass market-
ed program in finding a new un-
derwriter, the spokeswoman said.
For instance, the underwriter as-
sisted Control Data Corp. of Min-
neapolis in placing the business
with The Travelers.

Control Data also switched bro-
kers on the program from Johnson
& Higgins to Marsh & McLennan
in Minneapolis.

The Travelers picked up Delta
Airlines and Disney Productions,
two other INA mass marketed
group auto accounts. "We envision
we'll be able to make a profit on
it," a Travelers spokeswoman said,
characterizing it as "good under-
writing"” since it's handled on an
individual basis.

So far The Travelers has 300
mass marketed group auto ac-
counts.

The Kemper Insurance Cos. and
Fireman's Fund Insurance Co.
were mentioned as underwriters
of mass marketed group auto in-
surance. But Kemper said it is
onily a "very small volume and we
are not aggressively seeking new
business." Fireman's Fund is "not
a big force in the market," its
spokesman said, and is "contain-
ing" that line of business to the
groups it has now. -

Oil spill bill
clears committee

WASHINGTON - Legislation
that enables a "superfund" to pay
for oil spill cleanups and imposes
tougher liability standards for oil
terminal operators has cleared a
Senate committee.

The bill would set up a $200
million fund to compensate vic-
tims for damages where the oil
spiller cannot be identified.

The liability of oil tanker oper-
ators and owners for oil spill dam-
ages would be increased to $300
per gross ton. The current limit is
$150 per gross ton.

Ship terminal operators could
be liable for up to $50 miHion in
damages, though the secretary of
commerce would have the author-
ity to set a lower limit for oper-
ators of smaller facilities. -
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SIS business up

Self-insurance firm HERBERT L. JAMISON & CO.

90 Park Avenue New York, New York 10016 Area Code 212-490-7660

eyes product liability

CHICAGO-Self4ansurers Serv-
ice Inc. is considering adding ad-
ministrative servdces for self-in-
surers of product liability expo-
sures to its repertoire.

The 20-year-old finrn now offers
a package of administrative serv-
ices for workers' compensation
programs and group health plans.

Although Self-Insurers Service
is privately held and doesn dis-
close revenues, president Ray
Muller said business increased by
more than 30% last year as com-
panies accelerated their shift to
self-insurance as a result of tight
markets.

SIS employs 125 people in five
offices, up 30% from last year. Of-
fines in Los Angeles, Phoenix, Chi-
cago, Toledo and Washington,
D.C., are soon to be supplemented
by new offices in Miami and San
Francisco, said Mr. Muller.

In seven years, SIS's business
has grown 1,500% by adding new
clients and expansion of services
to existing clients. Among the 36
corporate clients on SIS's roster
are very small companies along-
side some of the largest Fortune
500 firms, including 29 companies
purchasing employe benefit ad-
ministrative services, a field SIS
entered with its first group health
client only five years ago.

About 13 SIIS clients receive
both group health and workers'
compensation services from the
firmm. About eight of the employe
benefit service users have seqgf-in-
sured dental plans administered by
SIS along with self-funded group
health plans.

The firm's largest workers' com-
pensation administration account is
a company with about 24 plants
in 11 states, about 14,000 employes
and with annual sales of over $1
billion. This company pays an an-
nual fee to SIS of about $200,000
a year, not including the cost of
stop-loss insurance.

SIS's smallest work comp ad-
ministration account is a heavy
manufacturer with only 200 to 300
employes, a single location and
sales of about $10 million a year.
This firm pays SIS an annual fee
of about $3,000, not including
the premium for stop-loss insur-
ance.

Administration of group benefit
programs range from a client with
25,000 err$loyes to one with only
250 employes. The targest elient
has 130 locations and annual sales
over $1 billion, paying SIS $600,-
000 for claims processing. This
client is large enough so that no
stop-loss coverage is purchased.

The smallest employe benefit
client is a pump manufacturer
with a single location and sales in
the $5 milltion a year area, paying
$3,000 a year to SIS for adminis-
trative services and another $1,000

Alexander chief

named to board

NEVV YORK-William L. Car-
ter Jr., chief executive officer at
Alexander & Alexander, has been
elected to the board of directors
of the American Institute for
Property & Liability Underwriters
and the Insurance Institute of
America.

Mr. Carter was president of
Harris-Moore & Associates Inc. of
Dallas when that firm merged
with A&A in 1970. He was named
president and chief operating of-

ficer in 1972 and moved to his

PrelAant nne. Homn 1510+ Anrc,1 1

a year for stop-loss coverage.

Stop-loss coverage, said Mr.
Muller, is usually obtained from
the insurance carrier handling the
client's life coverage.

SIS's fees generally average
$1.50 to $1.75 per employe for ser-
vicing employe benefit and group
programs. This is a depanture
from the fees charged by some
firms which are tied to a percent-
age of claims paid. SIS guarantees
the fee for employe benefit clients
under a three-year contract, with
a 12 % escalator at the end of the
contract. Workers' compensation
administrative fees are based on a

percentage of payroll. -

Federal Group Trus

Introducing Employee Benefit

ASSOCIATION GROUP INSURANCE PLANS

Design - Marketing - Administration

Professional Associations

Trade Associations

Multiple Employer Trusts

Plans With Cost Controlsli

Now available to your employer group
clients with two or more employees ...
Fully insured Comprehensive Major
Medical, Life and A D & D-in one
program (plus optional coverages)

A wide variety of plans designed to meet
the needs of your clients

Fast and competent claim service, efficient
case issuance and computerized billings

For information on these plans, call or
write today:

Federal Group Trust

Sears Tower-Suite 7930

233 South Wacker Drive

Chicago, lllinois 60606
(312) 876-7300

The Federal Group Trust Plans are available in most states.

Insured by the Federal Life Insurance Company (Mutual)

Third Party Claim Facilities
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Workshop on
telling it as
you ought to

CHICAGO—AI aspects of em-
ploye benefit communications will
be probed Nov. 7 and 8 here as
part of a Business Insurance Em-
ploye Benefit Communications
Workshop.

Headline speakers will include
nine of the foremost corporate
benefit managers around the
country. They will reveal their
secrets for award-winning com-
munications programs.

Those attending the two-day
workshop at the Continental Plaza
will also be asked to put them-
selves in the judge’s shoes during
three 90 minute sessions led by
Herbert Zeltner, president of Her-
bert Zeltner Marketing & Com-
munications Inc. Mr. Zeltner will
moderate the screening and cri-
tigue of a series of audio-visual
corporate benefit communications
programs.

Several workshop sessions will
focus on federal pension legisla-
tion and the problems of comply-
ing with rules requiring summary
reports for employes. Barbara
Philbeck and Richard Cromer, both
communications consultants with
Hewitt Associates of Deerfield, I11.,
will deal with ERISA headache
number one: coping with the new
rules.

Ron Weakley, the Labor De-
partment’s specialist on benefit
communications in the office of
welfare and benefit programs, will
share some thoughts on what the
federal regulators expect.

The evolution of benefit com-
munications and the resulting ef-
forts fo humanize messages about
employe benefits are subjects to
be discussed by a panel of four
expert communicators including a
film producer, two consultants and
an award-winning benefit mana-
ger.

Setting criteria for choosing a
communications consultant will be
tackled by two corporate benefit
managers, both of whom have
used several-consultants. They are
Robert Sjogren, manager of bene-
fit development for Xerox Corp.,
and John M. Shores, director of
personnel and purchasing for Bir-
mingham News Co.

Registration is $285 before Oct.
26; after that date the fee is $320.
For registration and hotel infor-
mation, contact Mary Anne Engel-
hardt, Crain Education Division,
740 N. Rush St., Chicago, I1l. 60611,
or call 312-649-5241. m

Fremont is 6th
on Calif. list

LOS ANGELES — Fremont In-
demnity Co. has become the sixth
largest writer of workers’ com-
pensation premiums in California,
a rapid move from the 13th place
position it held in 1975.

Fremont Indemnity is the larg-
est subsidiary of Fremont Gen-
eral Corp, a Los Angeles-based
insurance holding company.

In the five-year period from
1972 to 1976, Fremont increased
its writing of workers’ compensa-
tion premiums to $58.7 million
from $13.6 million. The ranking
was based on the latest Best's
executive data service rankings. =

New office

Marsh & McLennan Inc. has
opened a new office in Baltimore.
Based in the city’s World Trade
Center, the office will continue to
use many of the support services
of M&M's Philadelphia office.
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By RAYMOND M. LANE

Reading insurance policies finds

our columnist groping for aspirin

Ral/mond M. Lane, doing a stint in our New York bureau,
spent the weekend reading ithsurance policies. This is his report.

The language of insurance is bewildering. It has a grammar,
vocabulary and logic all its own and it shares no particular
similarity with the English we understand and use. Having
spent the weekend reading primary general liability and
professional policies--and almost g
destroying an insurance dictionary-
in the process-l am inexorably
drawn to this conclusion. The aver-

a
>

age insurance policy boasts the art-
ful complexity and linguistic ex-
cesses equal to anything found in
modern literary writing. The books
of James Joyce and Samuel Beckett
are peanuts by comparison.

Those who don't share this view
are invited to spend a few hours at
the files reading his or her policies.
If your eyes don't grow heavy and
if the modifying clauses, dangling participles and creeping
gerunds don't paralyze you with anxiety and confusion, then
| raise my hat and pronounce you "risk manager extraordi-
nare." A free cup of coffee comes with the title, which you can
collect here at my desk.

Lane

= But for the rest of us this means that to understand an in-
surance policy, or James Joyce for that matter, one must eith-
er be a genius or a hard worker who spends years acquiring
education and practical experience. For risk managers the real
consequence is that an attorney must translate a policy into
standard American English. And even then, misinterpretations
and multiple understandings of the same sentence or word
are common occurrences. Lawyers say the long march through
the courts starts as easily with a flabby compound verb as
with a bank holdup.

A simplified and more readable policy would benefit insur-
ance buyers and sellers, says Herb Denenberg, former insur-
ance commissioner of Pennsylvania. Denenberg, now a televi-
sion consumer affairs reporter in Philadelphia, thinks "most
policies aren't even written in English. Judges have a hard time
understanding them, to say nothing of the seller, the reinsurer
or even the president of the insurance company.”

In 1971, then-commissioner Denenberg began rejecting con-
sumer policies in Pennsylvania until the insurance companies
began rewriting in a simpler language.

Today, of course, there is a strong national trend among
state insurance commissioners to make some policies more
readable. The National Association of Insurance Commission-
ers endorsed in June a readability standard that requires auto

and home policies to be written so that an eighth grader can
understand them.

* But, the NAIC said no requirements are being considered
for commercial policies. "You guys are knowledgeable insur-
ance buyers," an NAIC official said, "and it would only make
matters more difficult for you to have us mandate language.”
Besides, "You businessmen should know how to buy insur-
ance," he added.

Perhaps the NAIC is right but changes are in the wind.
The Insurance Services Office is studying the readability issue.
A special ad hoc committee of the ISO meets regularly, trying
to create easier uniform language that would satisfy commer-
cial insurance buyers and sellers. The new readability stand-
ards, committee sources indicate, will cover all general lia-
bility insurance with the exception of professional coverage.
Some of the new language will become available within a
year, one committee member said, while the bulk is expected
to take up to two years.

The readability issue may have its lighter side but it is an
important one for risk managers. Insurance is a contract, after
all, that must stand up in court proceedings. Insiders favor the
precision of the old legal language because much of it has
stood up to court battles in the past. Many of the older under-
writers simply snort, "Hell, it's always been done that way,"
and violently oppose any change.

But the facts are that changes will occur in the risk man-
agement business. The industry can acquiesce to the regu-
lators, or the industry can grasp the issue itself.

The readability problem is like much else in life. It's like
a knife that either serves us or cuts us, as we take it by the
blade or the handle.
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Competition from HMOs helps
hold down costs says FTC report

WASHINGTON-Health main-
tenance organizations have
aroused new competition in the
health care field, encouraging doc-
tors and hospitals to hold down
costs.

That is the key conclusion of a
massive Federal Trade Commis-
sion (FIC) staff study examining
the relationship between tradition-
al fee-for-service health programs
and HMOs.

The study, which was prepared
by the federal agency's Bureau of
Economics, offers clear evidence
that HMOs can produce cost-cut-
ting incentives in the conventional
health delivery field.

In areas where HMOs have cap-
tured an important share of the
health care market, Blue Cross,
the largest health insurance group

in the country, maintains its low-

est bed utilization rates-the
number of hospital days per thou-

sand nnembers.

In addition. Blue Cross benefit
packages are more generous in
areas where competition from
HMOs is the sharpest, said the
authors of the study, FTC econom-
ists Warren Greenberg and Lawr-
ence G. Goldberg.

WWhile the report did not pro-
vide any specific illustrations of
competitive price-cutting, it noted
that health insurance companies
exert pressure on doctors and hos-
pitals to hold the lid on costs to
prevent subscribers from being
lured to the more cost-efficient
HMOs.

Moreover, HMO competition
has stimulated medical insurance
groups to establish their own pre-
paid medical care organizations
to compete for subscribers.

The report found that the bitter
and at times ugly opposition to
HMOs from doctors has abated
markedly, but state regulations,
particularly in the South, still

hamper HMO development and
expansion.

According to the FTC study,
which examined health care deliv-
ery systems in nine geographic
areas, the reason HMOs can pro-
vide care at less expense is that
they have a powerful incentive to
do so.

In an HMO, doctors are paid a
salary regardless of services per-
formed. As a result, "there is a
reduced incentive to provide un-
necessary services. Moreover, the
HMO is at risk for costs which
exceed income and generally has
an incentive to minimize hospital
admissions and to limit the length
of hospital stays.”

By contrast, in the traditional

fee-for-service system, "there are
incentives for physicians to see
patients, to order tests and to hos-
pitalize patients in order to in-
crease income," the report said.
There are now 175 HMOs in 36
states with six million members.
The greatest concentration of
HMOs is in Northern California
where 20% of the insured popula-
tion is enrolled in HMO plans.

Free copies of the report, "The
Health Maintenance Organization
and Its Effects on Competition,”
can be obtained by writing the
Federal Trade Commission, Room
130, 6th and Pennsylvania Ave.
NW, Washington D.C. 20580. -

NOT SATISFIED WITH
YOUR CLAIMS RESULTS?

MIKEN ASSOCIATES, INC., recognizing claim manage-
ment as the key to a successful S| R program offers:

Review and objective evaluation of your....

. . . Claims Handling Facility
. .. Case Handling
. .. Case Reserves

... Entry Systems
... Claim Expense

. . . Procedures

MIKEN ASSOCIATES, INC., professional claim manage-
ment consultants are uniquely equiped to isolate claim

problems, offer solutions and, if desired, implement the

solutions. For futher information contact:

EMilgn Oissociates, GlIns.

K.J. SAVAGE
CALIFORNIA OFFICE
1888 CENTURY PARK E., SUITE 10
LOS ANGELES, CA. 90067
(213) 552-1000

M.A. GALATI
ARIZONA OFFICE
POST OFFICE BOX 1561

SEOONA, AZ. 86336
(602) 282-4240

The engine's on its way to the factory for maintenance. Cross your fingers. Because if
somewhere along the way a winch slips or a truck skids, that ATF-3 will be a total loss.

But, it doesn't have to be that way. Because now, Brandon Underwriters has put
together a package of protection for expensive jet parts in transit, underwritten by
one of the world's most reputable underwriters. This plan insures private jet or other
aircraft parts in transit and storage.

When it comes to a $100,000 piece of equipment, now you can do more than just
cross your fingers. To find out more about this package of protection, have your agent
or broker call or write Brandon Underwriters.

This $ 100,000 ATM jet engine

will travel 972 miles with no insurance.
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Huge New York market attracts
two HMOs; both blast U.S. rules

By FRANK MARKOWITZ

NEVW YORK-The vast benefits
market for health maintenance or-
ganizations in the New York met-
ropolitan area has attracted two
health plan giants.

But spokesmen for both HMOs
-one now offered by Blue Cross
of Greater New York and the oth-
er planned for next year by Health
(HIP)-have
harsh criticism of federal quaifi-
cation standards.

Neither HMO will seek federal
qualification. Instead the two pro-
grams will depend on New York

Insurance Plan

State's own certification process
and its requirement that emp[toy-
ers of 25 or more must offer a
state-certified EMO when ap-
proached by one.

Blue Cross is testing the waters
with a small prepaid plan serving
14,000 suburban employes and de-
pendents. The program, which re-
ceived state certification in July,
has existed for four years as the
Community Health Program of
Queens-Nassau.

The plan is expected to double
its enrollment shortly under its
new HMO label, said Bill Gold,

Panel OKs
hospital
cost plan

WASHLNGTON-After
of stormy debate a Senate panel
approved the Carter Administra-
tion's proposal to place tough con-
trols on increases in hospital rev-

weeks

enues.

The measure, which was cleared
by the Human Resources Commit-
tee earlier this month in a 9-3
vote, still must be acted on by the
Senate Finance Committee and
the House Ways and Means and
Commerce committees.

Under the bill (S. 1391), most
hospitals would be limited to a
9% increase in revenues during
the first year the legislation went
into effect. Increases after that
would depend on several factors
including the size of the hospital
and its location.

The controls would not apply to
hospitals that have had an average
of less than 2,000 annual admis-
sions over the last three years. A
hospital that is the sole provider
of medical services to a community
and has between 2,000 and 4,000
annual admissions would be ex-
empt from the controls. This ex-
emption would affect primarily
hospitals in rural areas.

Hospitals would be allowed to
increase their revenues by more
than 9% if agreements with non-
supervisory, low-paid employes
caH for higher wage boosts.

The measure also would prevent
physicians from purchasing equip-
ment worth more than $150,000
for their offices unless they re-
ceived approval from a state health
planning agency.

In the closing moments, the
Human Resources committee
adopted an amendment that would
force hospitals to make annual
financial statements available to
the public.

The administration had hoped
originally that the bill would re-
ceive congressional approval by
summer, allowing the cost controls
to go into effect by Oct. 1. Now
health subcommittee staffers are
saying the controls could not be
implemented before Jan. 1. -

head of the alternate systems de-
livery department at Bdue Cross.

The Blue Cross unit, which has
nearly nine million health insur-
ance subscribers, is seriously con-
templating expansion throughout
the entire metropolitan region if
the plan works well.

"This is an investment,” Mr.
Gold said. "We'd never have gone
into this if we didn't expect to ex-
pand eventually."”

Meanwhile, HIP is almost cer-
tain to seek state certification for
its own HMO and expects to
achieve it by next January.

Originally initiated 30 years ago
to benefit municipal workers, HIP
now provides prepaid physician
services to 730,000 New Yorkers.
Most are still city workers.

O: OO0

By adding hospitalization and
such benefits as mental health
care, HIP hopes to move strongly
into the commercial benefits mar-
ket, a spokesman said.

HIP received a federal grant to
explore federal qualification, but
rejected the idea when New York
City indicated it would refuse to
pay the projected premiums, said
Elliot Rosengarten, HMO coordi-
nator for HIP.

HIP spokesmen criticized feder-
al requirements as "enriched," and
said state certification provides
greater flexibility and lower pre-
miums.

According to officials in the
state health department, federal
requirements are much more ex-
plicit and mandate a few addition-

al benefits. Federal standards raise
costs and probably increase the
risk of failure for the HMO, said
Laura Winters, ambulatory care
coordinator for the state.

Blue Cross had other reasons for
passing up federal qualification.
"We didn't have a problem meet-
ing the federal benefits level. Cor-
porate structure is the main issue.
Under the federal requirements
we would have had to create a sub-
sidiary," said Mr. Gold.

"Also there was no financial
advantage for us to go federal. We
couldn't get grant money and we
didn't really need loans."

The Blue Cross HMO, a closed-
panel model, offers full physician
and laboratory services, maternity
care, hospitalization and physical
therapy to residents of Queens and
Nassau Counties.

Premiums run $38.10 monthly
for individuals and $85.70 for fam-
ilies. The EMO is self-funded and
should break even by July 1978,

AN S
Ourbusiness

Isdevelopingnewways

to keep your business
outoftrouble.

PRODUCTr

KKNABEMENT INC

LR —

AMERICAN f
UNDER\RIFERS

Just a few ofthe more than 80 kinds ofinsurance
provided by the more than 70 members of the
American International Group.

said Mr. Gold.

HIP declined to give premium
projections for its prospective
HMO, but Mr. Rosengarten pre-
dicted it wotild be cheaper than
standard health insurance.

HIP currently contracts with 28
independent medical groups to
provide physician services, includ-
ing surgery and therapy, through-
out New York City anct Long Is-
land.

HIP is counting on its extensive
service area to increase its com-
mercial members. Only 11% of its
current members are non-govern-
ment employes.

"I don't think any other (HMOs)
will be as attractive to employers
as HIP because we blanket the
area," said Mr. Rosengarten.

If HIP and Blue Cross are suc-
cessful in their expansion plans,
they should join Manhattan Health
Plan to give most New York em-
ployers a choice of three }[MOs in

—a = T = _ _



$8.65 million with little risk

Swine flu gives insurers' profits a shot: GAO

By KATHRYN McINTYRE ROBERTS

WASHENGTON-The insurance
industry, which pleaded its case
against insuring the swine flu pro-
gram so well that the federal gov-
ernment took the job, now stands
to make nearly $8.65 million off
the limited liability risk it did
eventually underwrite.

The federal government, hoping
to recoup some of its imminent
losses by retaining the right to sue
negligent manufacturers, won't
really recover a penny unless it
wins more than $18.65 miillion in
judgments against the manufac-
turers.

And proving negligence by the
manufacturers could be difficult

since the federal government rig-

orously inspected and approved
every batch of vaccine distributed
to the public.

This knotted web of liability in-
surance costs and problems was
laid out by the General Accounting
Office-the watchdog agency of
Congress-in a 92-page report ex-
amining all phases of last year's
swine flu immunization campaign.

Under the National Swine Flu
Immunization Program of 1976,
the government agreed to accept
all liability for the program in the
first instance and to seek recovery
only for negligence or breech of
contract by program participants.
(Business Insurance, April 18.)

To protect themselves against
this exposure, the four manufac-
turers of the vaccine established
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"If the estimate...is accurate, nearly
the entire premium will be profit."

a $10 million self-insurance fund
and bought another $220 million of
coverage frorn more than 60 do-
mestic and foreign insurance com-
panies.

The $10 million in the self-in-
surance fund and the $8.65 million
premium on the excess insurance
were considered production costs
and passed on to the government,
a usual procedure. But GAO em-
phasized that any recoveries from

-GAO report

the manufacturers by the govern-
ment up to $18.65 million win
really be a recovery of federal
funds.

GAO even questions the gov- -
ernment's case for recovery of
claims’ costs from manufacturers
on the basis of negligent action
since the government "performed
tests for safety, potency and steril-
ity on every lot of vaccine” re-
leased to the public.

companies are unable to venture into.

In the United States alone, AIG com-

'reCt%'§n§beﬁz%%Q§M§95%%% Pension

Trust. SECLiability Insurance. Special

Events Coverage. Product Liability Insur-
ance. Multinational Insurance. AIG Risk

Manaement. That's just the beginning.
And the end isn't yet in sight. Our job is not

only to come up with insurance methods to
solve your traditional business problems, but
to anticipate the probleins you're going to
have and to create ways to handle those

just as effectively.

What is AIG?

American International Group (AIG)
is made up of over 70 separate insurance
organizations. All ofwhom deal directly
with insurance agents or brokers. They may
be as specialized as AlG Qil Rig Inc. or as
all-encompassing as American Home
Assurance Company. Many operate in the
U.S. like National Union orCommerce and
Industry. Others, like AlIU insure risks every-
where but the U.S. Together they
offer just about every kind of ,/ "°”°
insurance, for every kind of bus- 1085
iness, everywhere in the world.

Where is AIG going?
AIlG is one of the world's

930

. . 1975

ajor insurance groups
Emp[oylng 14000 people F
in more than 130 coun- L
tries and jurisdictions 1974
around the world. And 620
generally offering the_ rL
highest capacities_| 1973
and providing ez
insurance in
categories
many

insurance

Domestic General
Insurance Gross
Premiums.

(Millions of Dollars)

panies wrote more than $1,200,000,000 in
gross premiums in 1976. In addition, AlG is
the largest U.S. insurance group doing
business overseas. Selling insurance not
only at the local level,

but creating new
and innovative

17.44%*.
policies for 544,

multinational
companies. We
started to bring

U.S. insurance

methods to the

rest of the world

over 58 years ago

So today, when more

and more companies

are doing more and

more business in

more and more countries, we can offer
through member companies like AlU, the
expertise,as we:1 as the financial capabilities,
to provide adequate and effective insurance.

Where to find out more about us

Ifyou're interested in a specific type of
insurance, or AlG in general, fill in the
coupon and we'll be pleased to send you fur-
ther information. We believe that the more
you know about AIG, the better it is for you
and your business.

We welcome inquiries from any li-
censed agent or broker You don't have to be
a regular producer to place business with
most AIG companies.

AI G American Intrrational Group

Dept. 130-708-96102 Maiden Lane. New York, NY. 10005
Please send me more information about the A,llowing policy:

Name
Title Phone

Company
Address

| City State Zip

AIG Risk Management,Inc. « American Home Assurance Company * American International Life Assurance Company of New York
American International Underwriters « Commerce and Industry Insurance Company < National Union Fire Insurance Company of
Pittsburgh, Pa. « New Hampshire Insurance Group « North American Managers, Inc. /F MemberCoripariesof

nL' 1 Arreican Internatioral Group.

"Although the drug manufac-
turers are not relieved of their
product liability, HEW's approval
of every lot may significantly re-
duce the likelihood that the gov-
ernment could recover for dam-
ages awarded or paid based on
manufacturers' negligence," the
report says.

Meanwhile, the underwriters
probably will pocket as profit
nearly the entire $8.65 million
premium on the manufacturers’
insurance, the report predicts.
Though the insurance companies
will defend the manufacturers in
suits initiated by the government,
all defense and claims costs will be
charged against the $10 million
self-insurance fund. Not until costs
have exceeded $10 million will the
insurance companies have to pay
anything.

And that prospect appears un-
likely, the GAO says. Even con-
sidering possible negligence on the
part of any program participants,
the Congressional Budget Office
predicted the federal government
will recover only $2.58 million in
liability payments and litigation
costs from third-party program
participants.

Although GAO admits "it is too
soon to determine how much of
the $8.65 million premium the in-
surance companies will realize as
profit," it suggests "if the Con-
gressional Budget Office estimate
is accurate, nearly the entire pre-
mium will be profit.”

The federal government, at least,
will receive any unused balance in
the manufacturers' self-insurance
fund. But the total cost of the
swine flu program "may far ex-
ceed the $135 million appropriat-
ed,” the report says.

Neil Peterson, the justice de-
partment official in charge of han-
dling swine flu claims, hadn't read
the GAO report when contacted
by Business Insurance. The
chances of the federal government
recovering anything from the
manufacturers of the vaccine, how.
ever, appears to be an academic
question. Mr. Peterson said, "Il
don't think I've seen any cases yet
that I'd sue a manufacturer for."

He reiterated. though, "In so far
as there is or may be negligence,
we will sue the manufacturer or
any program participant.”

The federal government has re-
ceived 617 personal injury claims
totaling $265.5 million. Fifty-three
wrongful death claims haye been
filed seeking damages totaling
$1.2 billion; one claim though is
for $1 billion.

No claims have been paid yet,
but the first batch of claims have
been reviewed and are now in the
Department of Health, Education
and Welfare for a decision. Claims
review includes determining
whether the injury was outside
the scope of the warning, was rea-
sonably related to the vaccine and
whether there is liability under
the laws of the particular state.

The GAO reports suggests, how-
ever, that the warning issued with
the vaccine may have been inad-
equate for some potential injuries
and that in some cases persons
were vaccinated without having
signed the informed consent form.
These failings "may result in ex-
cessive costs to the government for
litigation, defense and settlement
of claims," the report says.

The report predicts that liability
will continue to be a problem for
future government-run or spon-
sored programs because the swine
flu program provided only limited
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Through the years, we’ve been able to say “Yes” to risks,

”

because we’ve known when to say “No:

Group of Insurance Companies
100 William Street, New York, N.Y. 10038
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Product Liability Score Card

business insurance, August 22, 1977 / 25

Statute Bill Cleared Cleared Dead for Stateof Failure
State in effect pending house senate 1977 S/’ the art to warn Standardsz Alteration Remarks
Other more comprehensive bills
Calif.™ —d <> = X X still are in committee.
Colo. * Yes) - e — ——— [ — Bill went into effect July 1 1977.
B gutted in house. Died on
Conn.> Yes — — senate calendar.
Measure cleared senate. but died
Fla.>* Yes —— —— in house committee.
Four bills in house committee. No
Ga.** I amk—t - x — — — —— — action until 1978.
Hawaii No Bills introduced next year.
Bills killed or withdrawn in com-
Idaho No mittee.
‘Hearings this summer. Action in
111 NrTdaJaocos =< X Uee—— e—— ——— 1978
Comprehensive bills carry over to
lowa** No x —  —  ———— 1978
Bill killed in senate. No action un-
Ind.> — <= — X til 1978,
. No action until study committee
Kan. ~ e = < x X X — — completes report.
— No action expected until 1978
Mass NN o >< X XX XX — — session.
. — Public hearings held in July and
Mich. NN ac =< X X — — August.
Minn. Yes —_ = = Bill-watered-down-from- original
. - Late opening date of legislature
Miss. Yes X X X X doomed bills.
. No action until interim committee
Mai No X X T— T— i T— completes report.
Bill on general file. No action un-
Neb. * —a < = X — — . . til 1978.
Bill died in senate on 8-8 dead-
N.H.* L S— —— X — — . lock.
Weak bill passed by senate but not
N.Y.* No T~ — taken up by house.
Bill crushed by house No action
N.D.** No X until 1979.
Next state where action is ex-
Ohio* — —_— x —— pected.
Bills expected to be introduced by
Okla. No X senate.
Third state to pass p/1 legislation,
Ore. * Yes' —— — x X 8-year s/1.
Penn. ** P cac> =< ee— ee— —— —— No action expected until 1978.
Tenn. Interim study committee.
All 13 bills died without clearing
Tex.*> No X — — — — TS— committee.
First bill to pass during current
Utah Ye,3 e e e e —— S — S — S tort reform movement.
Establishes an interim study
Vit = — X committee.
Establishes an interim study com-
Va —i < = mittee.
Wash.*~ . —_—— X X X Bill died on legislative calendar.
23 bills introduced, no action un-
Wis. * * N cacs> =< x — — e—— —— til next year.
Notes:

*Bills as amended in committee or on floor
"Bills as introduced.

Sp€akina Out

1 Statute of limitations
2 Compliance with standards

3 Bold face Yes indicates bill enacted in 1977

Press distorts, exaggerates oil pollution problem

By Peter Downes

Manager of insurance
American Trading & Production Co.
Baltimore

IRSTOEALL.| mustdeclae.my

a corponation which owns oil and gas
wells dotted here and there across the
U.S. and Canada, as well as a fleet of oil
tankers. rt hardly needs saying that | am
very concerned about questions af pollu-
tion. What concerns me as much, however,
are the haM-baked comments that are
made about it.

I was playing in the neighborhood
bridge game and was feeling a little irri-
table to start with on account of my part-
ner having gone two down in an ice cold
slam. Thereupon, an opponent, making
small talk in a desperate effort to drown
out threats of divorce lawyers and the
like, remarked:

"Did you hear about the Liberian tank-
er the Coast Guard has taken over? It
is carrying 4 mi11ion tons of oil and is
leaking all over the lot.”

"That's nonsense!” | retorted.

"No, it's not, | heard it on TV."

"Don't believe everything you hear on
the news. Doubtless somebody was given
bum information to start with.”

"Look, there is such a tanker.”

"1 don't doubt it. It is the 4 million

tons which is nonsense. They may have

meant 4 million gallons and probably
multipled it three or four times to make
it sound dramatic.”

"But that's what they said.”

"l know, | heard it myself. But a 4-
million-,ton cargo would require a ship
greater than the largest ship ever built
or contemplated for any purpose what-
ever.”

"l am not sure | want to believe that.
The news was pretty definite on the point
and we all know that the oceans are
being polluted to death with oil. You, of
course, are connedted with the oil indus-
try and will defend irt, but do you or
does anybody know the amount O£ oil
leaked into the oceans each year?"

"Yes, as a matter of fact | do. On the
average 6,100,000 tons of which approxi-
mately 300,000 tons comes from oil tanker
casualties.”

"What idiolt told you that?" he snapped.

"An idiot at the National Academy of
Sciences," | barked.

By this time everybody began getting
into the act, beginning with one dear lady
who asked:

"But surely, this amount of pollution
year after year will increase the total vol-
ume of pollutants in the ocean.”

"Apparently not. The oil is degradable
and the total volume at the present time
remains fairly stable around 6 million
tons. This could increase, however, fol-
lowing the greater use of oil and oil
products.”

4\
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The Argo Merchant flounders off Massachusetts coast.

"Is that a lot?" asked another.

"l figure it this way. I've read some-
where that about two-thirds of the earth's
surface is covered with water. Assuming
an average depth of one mile, th'at's about
5 b,illion cubic miles of water to the near-
est billion. Even if this is a gross exag-
geration | am not overly concerned be-

cause 6 million tons is going to fill only

a fraction of one cubic mile.”

. gt V.- - _
fiese,™:tiny'":iilemutli,2 =
ships is much greater than 300,000 tons."

"Perfectly correct. The total figure is
about 2 million tons but 85% of this is

Continued on following page
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Here's a step-by-step guide to plant fire protection

By Joe W. Heward imperative.

Establishment and maintenance of a

Safety coordinator company personnel-operated fire brigade
Western Electric Co. does cost time and money, but 19 a good
Niles, Mich. investment When establishing a fire

brigade there are eight major steps or
F IRE IS THE MOST COMMON and phases to consider. A company must de- iES
the most costly emergency faced by termine bhe need; analyze the physical
industry today. The Naltional Cornmission layout; assess avallable water resources; =21
on Fire Prevention and Control conserva- arrange a mutual aid pact if possible; {5§
tively estimates destructive fires in the assess manpower and equipment require-
U.S. cost at least $11.4 bildion a year. ments, conduct initial training; conduct ;12“”:],‘
If these figures aren’'t enough to fore- announced and unannounced tests, and ‘
warn the induatriallst, the survival statis- mamtain fire brigade skins through a con- 35 f"
ties oif businesses that have burned should tinued program of in-service training. \HlH
cause consderable concern. Forty-three DETERMINE THE NEED: The size and
percent of the location of the installation are both im- ar b:- 5 3- Th
companies 'F*)--' ;t/*I'Y portant factors However, lives, business / 112_. 1 - Lr—"
which have suf- — __ -'01 interruption and contents (merchandise, 55 >
fered fires never equipment, machinery, etc.) must take
resunned opera- precedence. First consideration must be w
tions. Anoth- given to lives. All personnel should be
er 28 9, failed trained in the safest and most efficient
within three evacuation procedure possible. Fire or

years after fire -li _-,AVW - water damage that cripples data process- -

had struck. Of 'i ing, critical materials, processes, or vital Tie most imfortant consideration in any fire protec-lon program is to saie lives
course some j machinery can create tremendous eco-
businesses do nomic handicaps. A competitor can move them aboit your plans to train ar.d im- and concentrate on practicirg sKkills In-
survive fires, in, fill the gap and become a satisfactory plement a fire brigade. The-r suggestions clude one or rrore of your area's public
but despite what HEWARD replacement Each of these factors must and eoerience w.11 be invaliable. fire departments Their con-acts, ejuip-
insurance com- be weighed in its own light. It is impor- ASSESS MANPOWER AND EQUIP- ment and experience is invaluable.
panies claim, only 23% ever fully recover tant that this analysis, and others that MENT: Depending on the size anc phy- CONDUCT ANNOUNCED AND UN-
Those responsilble for fire safety, must follow, be documented for later study and sical lay)ut of the installatior, your man- ANNOUNCED TESTS: Now that >oir
become aware of the threat of fire and its evaluation power aed equ.pment will vary A small brigade has completed basic traimri,
tremendous potential. What can private ANALYZE THE PHYSICAL LAYOUT: one-sory structure might do very well have a fire dril_ Use a mock-up situaion
industry dop If the survival rate of Is the installation constructed of fireproof with a four-man brigade cn each :hift and have monitors record and evaluate
burned businesses is so poor, even with material and design? Is it single- or A chiM would be responsible for o.rerall performance. Ask the following questions
the expertise and technology possessed by multi-story9 Is the building sprinklered? operations and a subordinatE coull com- about tne brigade's performance Was the
local fire departments, what hope is Are the exits sufficient, well marked, and mand Ihe various shifts. If :he structure fire alarm adequate9 Did the brigade re-
there? accesses clear? Is the alarm system effee- is large and contains valuable com-modi- spond w th proper equipment? Did the
The fact is businesses can do much to tive and audible in all areas? Each of ties and equipmer.t, zoning siould be in- auxiliary power and booster pump fin>
increase thelr chances of survivng a fire these factors IS vital because they affect stituted with portions of the brigade re- tion priperly' Critique this planned test

All big fires were once small fires What the capability of the fire brigade in action. sponsible for each area. and document the strength and wea<ness
happens during the first few minutes Consider the various types of commodities There must oe adequate portable ex- of the oeratior
after a fire has been discovered usually or materials that are used or stored. They tinguishers suitable to various fire cTassi- Make necessary corrections and follerv
determines the extent and severi,ty of may very well determine the severity and ficaticrs likely tc be encountered Hose with an unannounced drill within a ee<
damage A comp'any's most valuable de- types of fires that may occur. drops are essential in large installitions. or two. Invite Erea fire chiefs to mc,nit=r
fense, during those first few minutes of ASSESS AVAILABLE WATER RE- If circLnstances Justify add ional Ecuip- and evalua:e this test. Have a mee:ing
a fire, is a well-trained and disciplined SOURCES: A plentiful supply of water is ment, then consideration sholld bis given immediatelr folowing the drill wit 7 the
fire brigade. mandatory with an independent source of to acquiring a suitable fire truck monitors and br.gade

The sole purpose of a hre brigade is to auxiliary power Water sources such as CONDUCT INITIAL TRAINING: This MAINTAIN FIRE BRIGADES

provdde safe, continuous and uniform pro- a nearby pond, river, creek, or lake is the key to the entire prcgram Unless SKILLS: It is essential that you mam:ain
cedures to protect the company's em- should be included in the plans If you your ='ire brigaie is proper-1> tra-ned, its a training program that alliws a mini-
ployes and property. In the event of fire, are located in a rural area but within effect cculd be minimal at Jest :no pos- mum of tvo how's of instruction ezery
the brigade takes reasonable preventive reasonable distance of city water, deter- sibly even a hal--dicap to E respording three mantis. Don't hesitate to bring in

action Once the alarm sounds, the bridade mine the feasibility of hooking into that pubbc fire department. outside speakers from area fire depart-
quickly responds and attacks the fire with system either as a reserve or booster Training a fire brigade i: mu:yh hke ments c.r ycur szate's fire marshal's cffice
all available resources. Most often it IS supply. Last of all, a ready reserve tank training a new employe on :he Job. You Always remember that lives are the
able to strike ourt the hre while it is rela- (at least 300,000 gallons) should be ac- detern ne the amount of skll yo 1 need, number one reason for fire prevension
tively small or contain its spread until the quired as necessary get pe,olle interested, break dou the and protection,

public fire depattment arrives ARRANGE A MUTUAL AID PACT: areas of instructicn accordir g to : * time Another carcinal rule is to imp-ess

It is true that with today's modern and If you are located in a rural or suburban available, teact one step at a tine, test upon all personnel in your organizanon
efficient flire fighting weapons a building area, several nearby village, township, or proficiercy and follow up on trainee per- that whenever a fire is discoverec, rs-
may be saved, but the interruption and city fire departments can provide a very formancz. Use the best possible tra ning gardless of size, they should sound t ie
internal loss may Kill the business. The effective back-up force. Invite the chiefs aids available in comfortalie strnund- alarm and then attack the fire. They
ability to properly attack and extinguish in for a "get acquainted meeting." Take ings. should not wa: t to see wh ether o. not
a flre, before the sprinklers achvate, is them on a tour of your facility and tell Ke€l: classroom sessions b a m-ni-num they can cc-pe with it.

damage in the Torrey Canyon case zarne fore At the same time, the Virgiria

a a from the deterger,t used in an attempt to Institute of Marine Science conductec an
OI I S pl I I p ro b I el I l - == clean rip the 011 spill. As for th£ Argo eight-montli nwestigatlon and said :h:t
Merch: r t. if Coass Guard Admiral Yugaro it could find nc effect whatever on mu-
Continued from preceding page What wouki you say is the major prob- is to be believed, its cargo was Just swvept sels or oysters In fact, in ecclogical :err' s
from normal operations such as tank lem which results from this?" out tc sea Withou: damaging anytking. one has a meaking suspicion that an 011
cleaning, bilge pumping and so on." "Well, the major problem so far as any- "Ttat sounds 1-ke no mcre than good spill may even be beneficial in sorr e re-
"That still leaves around 4 milhon tons one can tell at the moment is thut kids torture. It may have weE bee, swept spects and certainly not nearly as dar-
Where does that come fromp" roam over polluted beaches, ruining their ashore if the conditions haS been nght aging as people would have us bel.eve "
"About 12 million tons comes from clothes and then come home and track Howeve; are you saying the- rt is innec- "You cer.alnly make it sound as thcuth
natural seeps of oil strll in the ground, 011 all over the carpet. R gives Mom a fit." essary b do anymhing aboul 011 pirtition there |s a lot of fuss about nothing "
and from rainfall This leaves about 28 "Aw, come on!" from rist-bucket tankers® | don't want to do that | am sam -g
million tons Of this about 13 milton tons "I'In not joking | am just repeating , "Nct at all. Wi, iile the ma.n lori term that ary damage to the ecology is cr-

comes from industry of various kinds what Charles Dates, the Coast Guard's problem irom oil pollution is a xemetic paratively shght. although not to ze
leaving 1.5 million tons to account for." chief scientlst, has said. Again, the En- one, the short term effects of an offshore ignored I. for one, do not wish to sEe
-Where does that come from," vironmental Protection Agency says that spill can be very damaging Birds d e by wildlife kil_ed Eff even though it wgli socn
"Gas stations, service shops and things while they do not claim to know the full the thousands and doubtless other forms replace .tself On the other hand, tre
of that kind-mainly from crankcase 011 effect of oil pollution, after years of re- of land Ibfe as uell Marire life cn the damage to Jhe economy may be disast-ous
flushed down sewers " search they have been unable to come up other tand is not affected ne: rly as- much, in any given location Apart from :11 the
"l find this hard to believe You are with anything Likewise, James N Butler, and Mjeed, hardly at all. ror e c:mple, carpet clealing to be paid for, a pollutzd
telling us that there is five times as much a ehemtry professor at Harvard. says early 11 1976 a barge sank at the mouth beach m a resort area, for example such
pollution from gas stations as there 15 that he has been doing research for six of the Pc-tomac and accord ng tc reports as those at Miami Beach or Ocean Crv,

from tanker casuakies." years without result, and these people are about 250,000 gallons of fuel 01 was could kill olf trade for months at a ture'
"That's right, but the difference is that not alone ' spilled rhis fouled beaches and nirshes, "Well, le:'s gat back to brtdge. One last

pollution from gas stations is in pints and "You make it sound as though pollu- birds diec in mu.twtudes and the Virginia question. if it Kere up to you, what wolLld

quarts at a ttrne whereas a tanker cas- tion has no particular effect. What about author-ties predicted dire cor seqlLences to you do)

ualty may release millions of gallons " incidents like those of the Torl'ey Canyon the sne-1 fish industry in she arn. Ac- "Me . . they are already going :fter
"But even if the pollution from tanker and the Argo Merchant” tuall> it dad take a six-week clea- uo Job the tankers, so | think | would go after

casualties is not as great as generally "l am surprised you remember the to rtc the beaches of the d., whereupon those gas sr atiois We could cut oil pclli-

feared, the long term effects of 011 pro- names. Accord,ing to a British outht, Ply- the marsh grass and other vegitation tion b> as much as 25 % if they snaped
duction are still damaging, are they nor mouth Laboratory, the greater part of the grew back in th-cker profusion nEn be- up"
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Nebraska court OKs

malpractice limits

LINCOLN-The Nebraska su-
preme court in late July upheld a
law passed in 1976 that limits
medical malpractice awards to
$500,000 and establishes a medical
review panel to screen all mal-
practice claims.

Nebraskans may choose not to
consent to the ceiling on awards
and also may bring suit against
health care providers if they dis-
agree with the review panel's
findings. In any case, however, the
panel report can be used as expert
witness testimony if a suit is filed,
the law provides.

Several of the state's seven su-
preme court - judges dissented,
noting that a person might be re-
fused care if he chose not to com-

ply with the recovery ceiling un-
der the law.

Tort refonn

SALEM--Gov. Robert Straub
signed a product liability bill into
law last month, making Oregon
the third state this year to enact
a comprehensive tort reforrmn mea-
sure. The bill (H.B. 3039) offers an
eight-year statute of limitations
from the time a product was first
purchased for use or consumption.
INn addition, alteration or modifi-
cation of a product is a defense
against liability. The act goes into
effect Jan. 1, 1978, and applies to
injuries occurring after Dec. 31.

Rate hike nixed

TOPEKA - Kansas insurance
commissioner Fletcher Bell re-
jected a rate increase for workers'
compensation that would have
raised premiums in the state by
$13 million. Mr. Bell said the in-
crease was $4.6 million higher
than justified, although he would
approve a 11.3% increase amount-
ing to $8.4 miillion.

The increase would include a
4.4% increase due to past loss ex-
perience and a 9.3 % increase to
pay for increased benefits enacted
by the legidlature.

Product liability

LINCOLN-AN industry com-
mittee to help place product lia-
bility risks has been formed in
Nebraska at the request of the
state insurance commissioner. The
committee is composed of agents

and insurance company represen-
tatives.

JUA rate hike

HARRISBURG-The Pennsyl-
vania insurance department has
approved a 3.9% rate hike for the
Joint Underwriting Assn. The in-
crease was effective Aug. 15, af-
fected 1,700 physicians and is ex-
pected to raise $170,000 in addi-
tional premiums. The association
had requested a 75.2 % increase,
but the department wanted to
bring the ATA's rates into line
with Argonaut Insurance Co. to

eliminate adverse selection.

Ohio HMO

CINCINNATI-Health Mainten-
tenance Plan/Cincinnati (HMP),
southwest Ohio's only health
maintenance organization, has re-
ceived certification under Ohio’'s
new HMO law.

The law, which went into effect
in April 1976, requires all HMOs
in Ohio to achieve certification by

the end of 1977 to continue oper-

ating. HMP is a program of Hos-
pital Care Corp., the Cincinnati-
based Blue Cross plan.

Insurer suspended

HARRISBURG-OId Heritage
Mutual Insurance Co. of Bala-
Cynwyd, Pa., has been suspend-
ed from issuing or renewing poli-
cies, transferring property or pay-
ing out money without the prior
approval of Pennsylvania Insur-
ance Commissioner William J.
Sheppard.

The company writes accident
and health insurance.

E COLLECTIONS

LERS CHECKS
IERS CHECKS

business insurance, August 22, 1977 / 27

IN MICHIGAN ......

WORKERS' COMPENSATION

SELF-INSURANCE PROGRAMS

Significant savings along with good Safety and Claims controls are attractive
features available to any business or institution in Michigan, developing an
annual premium of $100,000 or more. Liability is limited with reinsurance.

Let us quote you a tailored program for your operations. (Individual or
Groups). Agent inquiries invited.

YEAGER and COMPANY, Inc.

26711 Northwestern Hwy., Suite 525
313/353-3000

Southfield, Michigan 48034

SINCE 1967

11

124 )

Provident
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benefit tax slants

Here's how to meet lump sum tax rules

By JOSEPH S. ROBINSON
Attorney-at-Law

In order to apply the lump-
sum-distribution tax treatment
to amounts received from a quali-
fied plan, several conditions must
be met. (I.R.C. Sec. 402(e).

These requirernents are:

1. The distribution must be
made within one tax year of the
recipient's termination.

2. The distribution must in-
clude the balance to the credit
of the employe in all plans of
the same type, i.e., pension, prof-
it-sharing, stock bonus.

3. The employe must have been
a participant in the plan (or

plans) for at least five or more
tax years prior to the year in
which the distribution is made.
4. The
made from a plan that qualifies
under I.R.C. Section 401 (a).
5. The distribution

distribution must be

must be
made on account of the employe's
death, disability, separation from
service with the employer, or at-
tainment of age 5942.

Because of the potential tax
savings afforded individuals

whose distributions meet these
rules, qualification for this tax
treatment is often a cause of dis-
pute between the taxpayer and
IRS.

Recent rulings have shed more

"MULTUM
% PARVO !" 4 |

mastated -'A Great Deal (6 < (0
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Specially designedfor the company
with 10 - 49 employees, the package

consists of a basic group life
and accidental death and

dismemberment plan, with optional

add-ons of weekly income and
long-term disability benefits, a
choice offourhealth plans -all with
major medical - and a dental
plan which can be included

with any of the health plans.

Any or all of the optional benefits
may be added to the basic life and
AD&D plan, ofering maximum

fZexibility with the economy of the

package approach.

To find out more, contact your
Crown Life Group Representative or
General Agent or write to 263 directly
at 120 Bloor St. E., Toronto,
Ontario, Canada M4 W 188.

*"CROVVYN

LIFE INSURANCE COMPANY

light with respect to lump-sum
distributions from qualified plans.
INn one case, the Tax Court said
that, because of the change oc-
curring in the company as a re-
sult of the sale of its assets to
another corporation, the employ-
ment relationship had changed so
substantially as to constitute a
separation from service with that
employer (Enright, T.C. Memo
1976-393).

In another case, the Tax Court
rejected the employe's contention
that he was in constructive re-
ceipt of the entire amount pay-
able to him from the qualified
plan in one tax year even though
his benefit was distributed over

a two-year period. (Blyler, 67
T.C. No. 71). Finally, an IRS
letter ruling concerning the dis-
tributions to employes after age
5942 who continue working for
their employer, says that such
payouts will qualify for the
lump-sum-distribution election if
the employe has also attained the
normal retirement age under the
plan.

Merger regulations

The Treasury has issued pro-
posed regulations relating to
mergers and consolidations of re-
tirement plans and transfer of
plan assets or liabilities. These

-r ‘'Jdpb
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proposals conform to tax law
changes made by ERISA and
would apply to all participants
in a retirement plan that's in-
volved in a merger, consolidation
or transfer.

ERISA provides that if a plan
merges or consolidates with an-
other plan or if there is a transfer
of assets from one plan to an-
other, each employe must wind
up with a benefit equal to or
greater than the benefit he would
have had if the plan had ended
immediately before the merger,
consolidation or transfer. Other-
wise the plan will be disqualified.
I.R.C. Sec. 414(1).

The proposed regs deal with the
effect of this rule in the case of

various types of plans and trans-
actions.

Term life taxes

Group tenn life insurance cov-
erage of up to $50,000 for each
employe qualifies as a tax-free
fringe benefit. The employer can
even direct the insurance carrier
to pay the employe's beneficiary
in equal installments over a fixed
period without losing its tax
break. (Rev. Rul. 77-163).

Final regs on withholding for
group term life insurance have
been released. Since the cost ef
such insurance on the life of an
employe is not considered wages,
it is therefore ruled not subject
to withholding. Treas. Regs Sec.
31.3401(a) (14)-1(a).

Deferred compensation

Deferred compensation payouts
to the widow of stockholder-em-
ploye were held nondeductible

under  the following

stances:

Two brothers, Morris and Jack,
each owned 50% of the shares
of stock of their corporation. They
were both actively employed as
executives of the business, paying
themselves modest salaries and
distributing reasonable dividends
out of corporate earnings. Con-
cerned about financial protection
for their wives if they should pre-
decease them, the brothers drew
up deferred compensation agree-
ments with the corporation, each
providing for a continuation of
salary payments to the share-
holder-employe's widow. Each
agreement stated that the pay-
ments were in consideration of
the employe's past services to the
corporation and his promise not
to - compete with the business for
fitre years upon separation.

When one of the brothers died,
the corporation made payments to
his widow in compliance with the
agreement. IRS denied a business
expense deduction, asserting that
the payments were in fact divi-
dends. The U.S. District Court in
Ohio agreed. While "the agree-
ments...on their face, appeared
to be the type of deferred com-
pensation agreements which the
parties might have formed had
they negotiated at arm's length,”
the court said, if the intention
motivating the agreements was to
insure the financial security of the
widows, and "no concern was
given to conferring a business
benefit" for the corporation, the
corporation will not be entitled to
a business expense deduction.
(M.S.D. Inc., Dist. Ct. Ohio
e W e 3 4 o 2 T

State appointee

Richard Anderson has been
named manager of the self-insur-
ance plans division of the depart-
ment of industrial relations in
Sacramento, CaM. He replaces Ed-
ward D. Struck, who resigned to
accept a position as general man-
ager of the workers' compensation
division for U.S. Administrators of
Beverly Hills, Calif. Mr. Ander-
son formerly assisted Mr. Struck.



By International Foundation

Benefit certification

course locations set

BROOKFIELD, Wis.-Two
courses in the certiLied employe

benefit specialist program of the
International Foundation of Em-

ploye Benefits will be offered con-
currently this fall.

Course | provides an introduc-
tion into the American legal sys-
tem and basic rights and respon-
sibilities. Course Il focuses on

pension plans.
Below is a list of colleges and

universities currently offering one
or both courses.

UCLA, Los Angeles, Charles Coleman,
(213) 825-7031 ext. 226, Course |, Wed.,
Sept. 28-Dec. 14, 6:30-9:30 p.m.; Course
I, Thurs., Sept. 29-Dec. 15, 6:30-9:30

University of California Extension,
San Diego, Registration Office, (714)
452-3400, Course |, Thurs., Sept. 29-Dec.
15, 7-10:15 p.m.

University of California Extension,
San Francisco, Margaret Gonzales, (415)
042-6935, Course |, Thurs., Sept. 8-Dec.
15, 6:30-8:30 p.m.; Course Il, Tues., Sept.
6-Dec. 13, 6:30-8:30 p.m.

University of Bridgeport, Bridgeport,
Conn., Keith W. Bird, (203) 576-4143/
4146, Course |, Tues., Sept. 6-Dec. 27,
7:30-9:30 p.m.

University of Connecticut, Hartford,
Dean William Fisher, (203) 527-2149,
Courses | and II.

Florida International University, Mi-
ami and Tampa, John Remmington, (305)
532-2371, Courses | and II.

Georgia State  University, Atlanta,
Irene Cook, (404) 658-2725, Course |,
Mon., Sept. 19-Jan. 9, 5:30-7:30 p.m.;
Course Il, Wed., Sept. 21-Jan. 11, 5:30-
7:30 p.m.

Loyola University, Chicago, Dr. Steph-
en M. Panko, (312) 670-3014, Course I,
beginning week of Oct. 3 and concluding
the week of Dec. 12, 6:30-9:30 p.m.

University of Evansville, Evansville,
Ind., Richard Hansen, (812) 479-2472,
Courses | and II.

Northeastern University, Boston, Ed-
ward Czarnowski, (617) 437-2506, Course
I, Wed., Sept. 14-Jan. 11, 6-8 p.m.;
Course n, Tues., Sept. 13-Jan. 10, 6-8

Mott Community College, Flint, Mich.,
Melvin Harold, (313) 762-0393, Course |,
Tues., Sept. 27-Jan. 3, 5:30-8 p.m.;
Course Il, Wed., Sept. 28-Jan. 4, 5:30-8

University of Detroit, William Mills,
(313) 927-1025, Course |, Wed., Oct. 19-
Jan. 4, 7-10 p.m.; Course Il, Tues., Oct.
18-Jan. 3, 7-10 p.m.

Washington University, St. Louis, Jo-
seph Movshin, (314) 863-0100 ext. 4261,
Courses | and II.

Hofstra University, Hempstead, N.Y .,
Leona Seldow, (516) 560-3393/3313,
Course |, Wed., Sept. 14-Jan. 11, 5:45-
7:45 p.m.; Course |Il, Wed., Sept. 14-Jan.
11, 8-10 p.m.

New York University, New York City,
Stuart Fink, (212) 598-2101, Course |,
Wed., Sept. 28-Jan. 11, 6-8 p.m.; Course
Il, Thurs., Sept. 29-Jan. 12, 6-8 p.m.

Rockland Community College, Suf-
fern, N.Y., Ms. L. Martinez, (914) 356-
4650, Courses | and Il, early October.

Community College of Allegheny,
Pittsburgh, Pa., Dan Batenburg, (412)
366-7000 ext. 58, Course |, Mon., Aug. 29-
Dec. 19, 6:30-9:30 p.m.; Course I, Wed.,
Sept. 7-Dee. 28, 6:30-9:30 p.m.

University of Pennsylvania, Philadel-
phia. Donna Shelton, (215) 243-4560.
Course |, Tuesdays, beginning Sept. 20,
4:30-6:15 p.m.: Course IL Wednesdays,
beginning Sept. 21, 5-6:45 p.m.

University of Scranton, Scranton, Pa.,

Lawyer castigates

insurance firms

WASHINGTON - Instead of
proposing legislation that takes
away consumer rights, more ef-
forts should be devoted to con-
trling the power of insurance
companies, the outgoing president
of the Assn. of Trial Lawyers of
America (ATLA) said.

Speaking at the ATLA's annual
convention here, former associa-
tion president Robert G. Begam
said: "The question of which
rights should be curtailed should
never arise in a free democratic
society; rather we should be ask-
ing how we can control the cas-
ualty insurance industry . . ." =

Victor DeSantis, (717) 961-7582; Course
Il, Tues., Sept. 13-Dec. 13, 7: 15-9:30 p.m.
University of South Carolina, Howard
Mead, (803) 777-2231, Course |, Thursday
afternoons and all day Friday, beginning
Thurs., Oct. 20-Jan. 6; Course Il, Thurs-
day afternoons and all day Friday, be-
ginning Thurs., Nov. 3-Jdan. 14.
Memphis State University, Memphis,
Tenn., Carolyn Hannan, (901) 454-2381,
Course |, Mon., Sept. 12-Jan. 9, 7-9 p.m.
University of Tennessee, Chattanooga,
Robert Lanza, (615) 755-4344, Courses |
and Il
Weber State College, Ogden, Utah,
Dianne Thomas, (801) 394-2702, Course
Il, Tues., Sept. 27-Nov. 29, 7-10 p.m.
Marquette University, Milwaukee,
Wis., Ermon Clough, (414) 224-7118,
Course I, Tues., Sept. 6-Dec. 20, 6:45-
8:45 p.m.; Course |l, Thurs., Sept. 8-
Dec. 22, 6:45-8:45 p.rm. m

A Flexible M arket for —

Treaty Reinsurance,
Casualty Facultative Reinsurance

and Excess Covers.

Call [212] 269=0300

NORTH STAR

REINSURANCE CORPORATION
90 William Street, New York, N. Y. 10038
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"Before you give us
a penny we'll give you
our two cents worth.”
Don Moore, President

Thath right. Before we talk about our insurance coverage and
premiums, we'd like to tell you about PMMI's loss prevention

philosophy We think itt worth spending a little time at the beginning. It
could save you a lot of money in the end.

Quite simply, we'd much rather help your company prevent

disasters than pay for a loss after the fact. Because everyone knows that there are always some indirect
costs thatjust can't be recovered from insurance. And it's these kinds of non-recoverable losses that

affect your bottom line.

PMMI specializes in loss prevention. From employee education and training programs to
engineering consultation. And. as a member of the Factory Mutual System, we're backed by the most
advanced loss prevention research facilities in the world.

Naturally, we'd like to write your insurance, too. You'll find us competitive, flexible and dedicated to
finding the best solution to your problems.

To find out more about what you can expect from us,just send for our little booklet called. Loss
Prevention: The Best Way to Protect Your Assets.

Or, if you prefer, give me a call direct and Il be glad to
answer any specific questions you may have.

Get in touch with us soon. Find out how our two

cents worth could save your company a bundle.

PARINERS 1% PROIC /IC)A

philajelphia
Manutacturers

MUTUAL INSURANCE COMPANY
Box 824 8 Executive Mall

Valley Forge, Pa. 19482
1215) 687-8150

TOIR aTiT
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info for buyers

T o receive materials listed in Info for Buyers, write to the
1 name and address accompanying each item, mentioning

that you saw it offered in Business Insurance. Readers are

invited to submit educational and promotional material for

possible inclusion in the column. All items that are free and

of interest to our readers are eligible; those available at a

modest cost will be considered. Send a sample to Info for

Buyers, Business Insurance, 740 Rush St., Chicago, Ill. 60611.

. Control of Product Liability...
A Management Approach, is a 12-
page booklet from Kemper Insur-
ance Cos. designed to put the re-
sponsibility for product safety in
its proper perspective. A brief
overview of the product liability
situation and the basic elements
of a corporate product safety pro-
gram are included. For a free copy
write Public Relations Dept., D-1,

Kemper Insurance Cos., Long
Grove, Il 60049.

- The Federal Tax Reform Act
of 1976 has changed the way your
estate will be taxed. The Insur-
ance Co. of North America's 12-
page booklet, Reducing Estate
Taxes: Some Professional Con-
siderations, explains the changes
and how they affect a family's

security. For a free copy write
INA, Dept. R, 1600 Arch St., Phil-
adelphia, Pa. 19101.

. GAB Business Services Inc. is
offering its new 1977/78 directory
of services and personnel. Ad-
dresses and telephone numbers of
GAB's 650 offices located through-
out the U.S., Canada, the Carib-
bean and Europe are included. For
a free copy write J. W. Weather-
stone, Marketing and Products Di-
vision, GAB, 123 William St., New
York, N.Y. 10038.

. Privacy Journal is a monthly
newsletter reporting on new legis-
lation, technology and trends af-
fecting privacy of personal data
in insurance, credit, health and
other fields. For a sample copy
write Privacy Journal, P.O. Box
8844, Washington, D.C. 20003.

- Self-Insurance: the modern an-
swer to escalating cost and admin-
istrative workloads of group health

and accident programs is a pro-
motional pamphlet fromm National
Health Care Corp. It outlines the
advantages of self-funding the
programs and describes the com-
pany's direct claims system. For
a free copy write National Health
Care Corp., 45 Bromfield St.,
Boston, Mass. 02108.

. LN.SID.E., a promotional bro-
chure from AIG Risk Management
Inc., describes the company's ser-
vices for self-insurers. For a free
copy write Product Information,
Conporate Communications, Amer-
ican International Group, 102
Maiden Lane, New York, N.Y.
10005.

. Pension Funds at Metropolitan
describes that company's invest-
ment operations, fixed and equity
investments, group pension con-
tracts, investment philosophy and
resources. For a free copy write
A. D. Sileo, senior consultant,
Group Insurance & Pensions Mar-

A question the Mass Mutual Pro thinks you should ask
before you accept just any Employee Benefit proposal:

VV I

it

be shorton
coverage”?

'Gr..

13.4/4/32

©Massachusetts Mutual Ufe Insurance

Yes and no.

Because it can vary from business to busi-
ness. And within a business. So when
someone hands you a canned proposal
and says it's a bargain, watch out! You see,
a canned proposal doesn't answer impor-
tant questions such as:

Should you give the people in Peoria
the same coverage as the people in

Providence?

Does your group life schedule provide
maximum benefits to you as an employer?

Are you wasting time and money trying
to keep your plan up to date?

With Mass Mutual, it's different When
you're handed a proposal, you'll find a
Mass Mutual Pro behind it.

A Pro who is well aware of the statutory
requirements in your state.

A Pro who will tailor coverage to ac-
commodate a company with as few as ten
employees or as many as a thousand

or more.

A Pro who can intelligently comment on
the impact of the new HM.O. in your area.
A Pro representing the elite company in
the business of retirement, life, health and

disability benefits.

Look behind the proposal
Look to your Mass Mutual Group

Representative.

Company. Springfield, Mass.

MassMutual
SeeThe Pro BehindThe Proposal

keting, Metropolitan Life, 1 Madi-

son Ave., New York, N.Y. 10010.

- When You're Not Sure if Your
Construction Site Will Be in a
Friendly Territory, Johnson &
Higgins says it can help. The pam-
phlet outlines the complexities
faoing U.S. contractors with over-
seas commitments and describes
the company's "all risk"” and poli-
tical risk insurance. For a free
copy write Judith L. Cromwell,
Production & Coordination Dept.,
Johnson & Higgins, 95 Wall St.,
New York, N.Y. 10005.

. What to Do About Employes
With a Drinking Problem is the
title of a 16-page booklet by Ken-
neth Rouse distributed by Kemper
Insurance Cos. The pamphlet can
aid a business interested in reduc-
ing costs and retaining valued em-
ployes wi,ith its outline of proce-
dures and policies to deal with
alcoholism. Up to 50 copies may
be obtained without cost. Write
Conimunications & Public Affairs,
Kemper Insurance Cos., Long
Grove, lll. 60049.

= Underwriters Laboratories Inc.
offers its standards for Fire Tests
of Building Construction and Ma-
terials (UL 263) which describes
the fire tests and methods for
measuring results for floors, roofs,
walls, partitions and building as-
semblies. Copies are $3.00. Send
orders and prepayment to Under-
whniters Laboratories Inc., Attn.:
Publication Stock Dept., 333

Pfingsten Road Northbrook, IlI.
60062.

= The American Institute of Ma-
rine Underwriters has prepared a
Guide to Cargo Insurance. The
16-page pamphlet costs 50 cents a
copy. Write Robert A. Herbst,
American Institute of Marine

Underwriters, 14 Wall St., New
York, N.Y. 10005.

- Collective Merchandising of
Automobile Insurance-The Em-
ployers' View, a 49-page study by
Bernard L. Webb, investigates the
status and future of group mer-
chandising of private passenger
automobile insurance. Price is $5.
Write Publishing Services Divi-
sion, School of Business Adminis-
tration, Georgia State University,

University Plaza, Atlanta, Ga.
30303.

- Harlan Ernployee Benefit Con-
sultants offers International Bene-
fit Planning in the Petroleum In-
dustry. The brochure is a general
discussion of multinational benefit
planning in oil and related indus-
tries. For a free copy write Ronald
A. Jakelis, Harlan Employee Ben-
efit Consultants, 601 Jefferson St.,
Houston, Tex. 77002.

. International Insurance, a book-
let from Arkwright-Boston Insur-
ance, was prepared for risk man-
agers of multinational corpora-
tions. The booklet describes inter-
national services such as loss pre-
vention engineering and loss con-
trol seminars, as well as available
coverages including blanket, con-
tingent and GAP. For a free copy
whnite Advertising Manager, Ark-
wright-Boston Insurance, 225 Wy-
man St., Waltham, Mass. 02154.

- Could a fire interrupt your
business forever? That is the ques-
tion asked in a Kemper Insur-
ance brochure on Business Inter-
ruption Protection insurance. It
explains how business interrup-
tion insurance can help safeguard
earnings and pay overhead ex-
penses when fire or other major
losses occur. A worksheet is in-
cluded for determining the cover-
age needed. For a free copy write
Communications & Public Affairs,
Kemper Insurance Cos., Long
Grove, lll. 60049.



Excess
~ Surplus
Special Risks Insurance

Again, as last year, Business Insurance will publish a special emphasis issue dealing
with Excess, Surplus and Special Risks Insurance.

In a fashion so characteristic of Business Insurance, the editors will probe and analyze
this important segment of the insurance marketing spectrum. They will review
conditions in this field for the benefit of our information-hungry risk/insurance/
employe benefit management readers and the agents, brokers and consultants who
help them put together the right protection packages.

In these times, when underwriters are still looking askance at many risks, and some
coverages are hard to come by, excess and surplus insurance is the viable alternative
to capacity shortages.

Any company, facility and underwriting intermediary who wants to tap this important
market should place a dominant advertising message in the September 19 issue
of Business Insurance (advertising closing is September 6).

No other specialized, buyer-oriented newsmagazine reaches as many executives

concerned with the protection of corporate assets. Business Insurance continues to give
~ these risk/insurance/employe benefit influentials—and their agents, brokers and

consultantsm—the up-to-date information which enables them to make the right buying

decisions. Your advertising message in this September 19 Excess, Surplus and Special

Risks Insurance issue will be important to them. And that’s a very valid reason

to advertise. .

=3

For further information about rates and to place your advertising' reservations call Don
Walsh, advertising sales director, at (212) 986-5050 or write to one of the
Business Insurance sales offices listed below.

_business
insurance

the newsmagazine that just had to be.

NEW YORK CHICAGO LOS ANGELES
708 Third Avenue 740 Rush Street 6404 Wilshire Boulevard
New York 10017 Illinois 6C611 California 90048

(212) 986-5050 (312) 649-5275 (213) 651-3710
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london line

British doctors reiect

Mmalpractice

By JOHN H. MILLER

LONDON-Doctors in Britain
have turned down a proposed
scheme for medical malpractice in-
surance because they feel it con-
flicts with their professional sta-
tus.

They prefer to use the services
of their own medical pools which
have been in existence for more
than a hundred years.

But the commercial insurance
scheme which was drawn up for

doctors in the UK. market will be

looked at again in a year if doc-

scheme

tors fail to reach agreement on the
future operation of the pool sys-
tem.

Authorities in the trade depart-
ment which acts as the U.K.'s gov-
ernment watchdog on insurance
practice are also looking at the
funding methods of the medical
defense societies to see if they
need closer regulating.

Valuable statistical information
on medical liability claims in vari-
ous countries was obtained by the
C.T. Bowring brokering group
while drafting its tentative plan
for the medical profession.

Dam coverage

Insurers at Lloyd's have made it
clear that they can still insure
U.S. dams in spite of the Teton
River, Idaho, disaster last year.

But their policies wiH be based
on ratings that take account of
suitable catastrophe risks and oth-
er exposures.

The capacity problem was raised
after suggestions were reported
from a New York conference of
water agencies that many authori-
ties were findtng it hard to get
coverage for thousands of the
darns they control.

However, Lloyd's sources in
London point out that they cover
all aspects of water agency risks
ranging from flooding to earth-
quakes and that usually they are
in the form of package deals in
which dam collapses are only a
related part.

"It may be our renewal rates
have gone higlier after looking at
the Teton River affair, but the

terms are still there if the water
agencies want to accept them," one
Lloyd's underwriter said.

John P. Germond, a Commer-
cial Union engineering risk con-
sultant said, "Risks arising from
diversion-flow closure and reser-
voir filling carry the greatest po-
tential for large unforeseen losses
as has been forcibly demonstrated
by recent events at the Teton and
other dams.

"A study of dam failures sug-
gests an average failure rate of
high dams of about two per year.
Nearly half of these occurred dur-
ing the first reservoir filling. On
the basis of three hundred dam
completions a year over the past
few decades, the rate of first-fill-
ing failures is in the one in 300
range. Damage varies considerably
from 25% of total costs to virtual
total loss.

"Risks after the first filling lead
to about one failure per year out
of more than 10,000 high dams in
existence. But growing concern

Prudentials Group Insurance

comes with alearn Benefit:'

The Team Benefit. It's a

Prudential Group Insurance
Team. Experts who will work

with you and your broker or

consultanttocreate a program
that precisely fulfills your

company's needs.

The Team Benefit. It s

innovative services. Things like our
fast, computerized claim service

flexible premium plans,

periodic claims

analysis, and "Group Focus

Prudential's periodical about new laws

affecting your benefit programs
TheTeam Benefit. It'sspecialists

who can advise you in intricate fields
like ERISA, HMO's and cost

containment.

For more information

about "The Team Benefit,”

write: Director, Group

Insurance,The Prudential

Insurance Company of

America. 3 Prudential Plaza

Newark, NJ O7101.
At Prudential,

Group Insurance is a group effort.

2 Prudential

Group Insurance

over dam failures can be balanced
by closer collaboration with engi-
neers so that insurers are made
more aware of the major improve-
ments in dam building in recent

years."

Cargo containers

Marine insurers are concerned
over the effect of containers on
cargo claims, according to Edgar
Mann, chairman of the Institute
of London Underwriters.

There will have to be a distinct
improvement in the loss record
internationally before premiums
can be dropped, he warned, for
many types of claims from this
form of transit are still problems.

Inquiries by the International
Union of Marine Insurers show
that losses such as breakage and
denting, theft and pilferage and
freshwater damage represents a
fairly sizable proportion of con-
tainer risks.

Freight forwarders provide
greater risks than shipowners
when it comes to reviewing the
extent of container losses. The
hope that the introduction of con-
tainers on many routes would cut
insurance claims has not yet been
fully realized.

UK. regulations

Supervisory agencies for U.K.
insurance companies are enforc-
ing new government rules over
their assets to insure they keep
solvent.

The rules will insure there is a
wide spread of reserve capital
funds in case of stock market fluc-
tuations.

The scheme means that the sol-
vency of a company will not be
vulnerable to the failure of one or
two individual investments.

Trade department officials in-
tervened last year on 38 occasions

compared with 31 in 1975. -

Alcoa puts
some liability

in captive

NEW YORK-The Aluminum
Co. of America has established a
Bermuda captive subsidiary to
underwrite the foreign property
and marine liability insurance.

The Alcoa captive, known as
Bermrisk Ltd., was licensed June
21 with an initial capitalization
totaling $120,000. No surplus has
been reported to date.

The managers for Bermrisk
are James International Ltd., a
Bermuda-based subsidiary of
Fred S. James & Co. of Chicago,
and International Risk Manage-
ment Ltd., the Bermuda branch
of American Risk Managers Inc.,
the Englewood Cliffs, N.J., cap-
tive insurance manager.

An Alcoa spokesman said the
captive was created specifically
to insure overseas property and
marine risk and would seek no
outside business. The coverage
provided by Bermrisk is specific
to Alcoa's needs, he continued,
and is expected to eventually re-
duce risk insurance costs.

Alcoa declined to identify its
previous insurer and its pre-
mium.

Alcoa is the world's leading
producer of aluminum, with sales
totaling $2.9 billion last year. -

AN expansion

American Special Lines Insur-
ance Agency, an Oklahoma City
managing general agency special-
izing in trucking and property in-
surance, has expanded into four
states. In addition to Oklahoma,
ASL is now serving Kansas, Ne-
braska, lowa and New Mexico.



Aviation renewals...

Continued from page |

country, Associated Aviation Un-
derwriters and U.S. Aircraft In-
surance Group.

Although another broker ad-
mitted "nothing's a cakewalk af-
ter a Tenerife,” where the crash
occurred, he said the markets were
"generally fair.” He added that
the markets have been "fair” in
both primary insurance and in ex-

cess coverage.

Excess market

Excess underwriters were said
to be heavily hit by Tenerife.
Sources familiar with the indus-
try had predicted that the biggest

University
begins using
its captive

MINNEAPOLIS--The Univer-
sity of Minnesota has placed the
first $3 million of its liability in-
surance in its newly created Ber-
muda captive.

The Insurance Co. of North
America is fronting for Ruminco
Ltd., providing claims handling
and lending crediblity for access
to the excess market. INA had
underwritten th@ university's pri-
mary liability insurance last year.

The University of Minnesota is
the first public university to es-
tablish an offshore captive, pos-
sible through its standing as a
constitutional corporation (Busi-
ness Insurance, June 27). Har-
vard University and the Univer-
sity of Pittsburth, both private,
captive insurance

companies last year.

established

Though the university lost its
sovereign immunity only last Aug-
ust, financial officers quickly saw
possible savings through a captive
compared with covering the uni-
versity's exposures at the primary
level in the commercial market.

Although the financial details
were not available, a university
official said an amount approxi-
mating the commercial cost of $3
million of primary liability insur-
ance will be paid to the captive.

The university's liability expo-
sures, insured to $25 million in
the excess market, include a teach-
ing hospital. Although the captive
will be covering medical malprac-
tice claims, university officials said
they did not encounter any prob-
lems establishing the captive in
Bermuda. (The intended name of
Regents Insurance Ltd. was ulti-
mately rejected.)

University officials and staff
physicians are still working out a
definition of "scope of employ-
ment"” to determine the physi-
cians' coverage under the univer-
sity's insurance program. -

Stephenson to
J&H in Bermuda

NEVV YORK-Patrick J. T.

Stephenson has been named pres-
ident of J. & H. Ltd. of Bermuda,
the captive management subsid-
iary of Johnson & Higgins.

had been

Mr. Stephenson
chairman of Johnson & Higgins
Faber Ltd. of Canada.

Headquartered in New York,
Johnson & Higgins has 26 offices
in the U.S., seven in Canada and
32 offices abroad as well as cor-
respondent brokers.

J&H chairman Richard I. Pur-
nell said the

Inove would

strengthen the operations of J&H
Ltd. of Bermuda. m™m

problems in aviation renewals
would come not in primary insur-
ance, but in reinsurance and ex-
cess coverage.

But the greatest problem air-
lines face is the possibility of
ancither crash. While the Tenerife
crash may not have drastically
changed the markets, another
such disaster would have a tre-
mendous impact, according to in-
surance industry sources.

Meanwhile, at least 19 insurance
companies are facing payments for
the aircraft hulls. The claims total
$43 million for the KLM 747; the
Pan Am 747 was insured for $23
million.

In addition liability claims have
been estimated at $115 million or
$200,000 per victim by Lee S.
Kreindler, a New York lawyer
specializing in aviation law.

Insurers thus far have paid

Need quick, competitive

$1.75 miHion in funeral expenses
and transportation to bring the
victims back to the U.S. Another
$350,000 has been paid for medical
expenses and $250,000 has been
paid in cash advances to needy
families.

Both airlines were fully insured
for the hulls of the aircraft. A
substantial portion of the KLM
hull coverage, $15 million, was
written in the London market.
L'loyd's of London and insurance
companies in the London market
had 45 % of the coverage and La
Concorde, a French group, had
15%. U.S. Associated Aviation
Underwriters and U.S. Aircraft In-
surance Group each had a 20%

share.

Number of suits

Pan Am faces approximately 28
suits and KLM faces 40 suits, but
an equal number of the total
claims have been settled, accord-
ing to Robert Alpert, claims at-
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torney for U.S. Aviation Under-
writers. About 150 settlement of-
fers are currently being negotiat-
ed, he said. The suits are for per-
sonal injury and wrongful death.
Mr. Alpert said his company re-
sponded to the crash in a way that
"diminished the great financial
hardships of the victims and still

protected the interests of the in-
sured.”

U.S. Aviation Underwriters rec-
ommended that the next of kin
detail their financial losses to the
company instead of obtaining an
attorney on a contingency fee
basis. The company recommended
that the next of kin then take the
company's offer to an attorney
who is paid on a hourly basis.

"This approach will save the
insurance companies money and
will expedite the payment of legit-
imate claims to next of kin,” Mr.
Alpert said. "The ultimate net
recovery to the next of kin is lar-
ger if a settlement is reached
within two to three months than

if a lawyer is hired by the plain-
tiff on a contingency fee basis."”

Settlements

The company also offered to is-
sue blank checks for medical ex-
penses and financial losses, a move
designed to benefit both the in-
sured and insurer. This offer was
made despite the fact that legal
liability of the airline to its own

passengers was limited to $75,000.

"the medical expenses of the in-
surance companies were reduced
because no attorney was involved.
This approach also helped those
who suffered obtain payments
rapidly.”

The offer to issue blank checks
was made in a letter to next of
kin just eight days after the crash.
The letter also explained what
happened in the crash and identi-
fied the procedures for funeral ar-
rangements, medical expenses and

recovery of personal property. -
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Well get you covered.

Coverage of unusual risks like a well
blowout or fire is one of our more
important lines. And it is tricky.

We helped initiate well control in-
surance, for example. We believe

protect your client against risks
ranging up to pollution suits re-
sulting from oil spills).

Blades gives you a single source
for coverage and limits exceeding

to political risk and marine risks
(including liability and direct
damage insurance).

Before you make a proposal on

an international account, call Blades.

we offer better and more compre-
hensive coverage because of our
25 yrs. in the business. (We can

$300 million and near-instant

We'll get you covered in a hurry.

placement. Plus coverage on . Contact G. E Burke

1 J. H. Blades & Co., Inc.
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Learn how to boost the effectiveness of

your companyt benefit communications at the

The dust raised by ERISA is now beginning to settle. And many companies
are still struggling to free themselves from a mountain of paperwork rubble
while consulting firms are caught in a landslide of business.

Yet the result isn't just that you have to work harder at emoloye benefit
communications; or that you have to spend more money; or that you have
to labor for untold hours making your complex, strictly supervised and
regulated programs easily understood by all your employes. It's all this and

The net result of ERISA is opportunity. And that's what this two-day
Conference is all about-making the most of your opportunity 10
communicate your company's benefit programs to your employes. Effective
communication not only meets legal requirements, but goes beyond them to
meet the information needs and concerns of the people who work for your
company.

Doing an effective job of benefit communications can transform a
problem area to a common ground where all your people rece ve an
appreciation and understanding of the benefits you provide. Ard that can
lead to a more enlightened employer/employe relationship wherein
everybody gains.

To accomplish this, benefit managers must become professional
managers of communication. New skills must be developed and fine-tuned
to make summary plan descriptions and annual summary reports easily
understood and inviting to the eye. New communications approaches and
tools must be developed.

That's why this Conference puts you in the professional
communicator's seat. You see how company after company across the
nation has developed effective benefit communications programs...

* You view dramatic visuals detailing all aspects of corporate benefit
programs

@ You hear stimulating presentations of successful booklet, personal
correspondence, audio-visual and total communications programs

® You participate in exciting give and take sessions where you match your
judgment with a professional communicator

@ You gain insight into how budgets are allocated among various
communications media

® You learn how to select and work with a consultant
® You discover what future demands are likely to be made on your benefit
communications program
® You get feedback on what employes think of benefit communications
0 You're told what the government expects of your program
®And you get a glimpse of what your future as a communicator will be like.
Right now, many companies are invest ng more in employe benefits
than they are earning in profits. That fact, coupled with increasing demands
from society and government, is why effective employe benefit
communications are so vital, and growing in importance each day.
So read the following program closely. Then send in your registration
quickly (all registrations are accepted on a ;irst-come, first-served basis
only). To register, fill out the coupon or phone (312) 649-5242 collect.

You Be The Judge!

Now for the first time anywhere you can see how company after company
solved its benefit communications problems-the approach, media utilized,
insights into budget and the program itself. These mind-expanding
audio-visual presentations are interspersed throughout the Conference.
Each was an entry in the 1977 Business Insurance Employe Benefits
Communications Contest. Herb Zeltner, a professional marketing
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communicator, moderates and provides fascinating background information.
He asks you to rate each program's communications effectiveness, then
presents his opinion. Watch how your expertise in judging effective
communications grows throughout the Conference and compare your
ratings with the expert's.
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Monday,

November 7

8:00 am-9:00 am-Registration.

Pick up four Conference materials and
get ready for two days of fast-paced,
information-filled, stimulating conference
sessions. Each day's eye-opening
sessions begin promptly at 9:00 am.
9:00 am-Welcome. Alfred Malecki,
Publisher, Business Insurance and
Susan Alt, Editor, outline the purpose
behind this first-of-its-kind Conference
and tell you what you can expect over
the next two days.

9:10 am-Good Communications =
Personnel Profit. Lee A. Carlson,
Manager, Salaried Benefits and
Policies, The Bendix Corp., tells why
good benefit communications is good
business; the many ways employers
gain from having a good
communications posture; and the
dangers of undercommunicating.

Is there such a thing as overkill?
10:00 am-ERISA Headache #1:
How To Cope. Barbara Philbeck,
Communications Consultant and
Richard Cromer, Partner and
Consultant, Hewitt Associates, show
you how many companies are meeting
and exceeding ERISA's requirements
for summary plan descriptions and
summary annual reports. Sparkling
visuals and incisive comments give you
insight into effective ways of meeting
your communications obligations.
11:00 am-You Be The Judge: 1. Herb
Zeltner, President, Herbert Zeltner
Marketing & Communications, shows
you several corporate audio-visual
benefit communications programs,

November 7-8, 1977

Conti nental Plaza Hotel,
Chicago

analyzing how they meet basic
requirements, and asking you to rate
their communications effectiveness. He
gives you his ratings based on their
effectiveness in meeting professional
communications criteria. Match wits with
the expert.

12:30 pm-Luncheon.

2:00 pm-Overview: Outstanding
Communications Programs. A panel
of corporate employe benefits
managers highlights all elements of
their own programs-the media utilized,
how changes and updates are made,
and how they apportion their funds.
Each has been a winnner or a judge in
the Business Insurance Employe
Benefits Communications Contest.
Panel members are: Susan E. Forster,
Manager, Welfare Plans, Mead Corp.;
Joseph W. Duva, Director, Employe
Benefits.and Compensation, SCM
Corp.; Judith Starkey, Personnel
Specialist, Chemetron Corp.; and
Dennis A. Kairis, Director, Employe
Benefits, Borden Inc.

3:20 pm-Flipside: What Employes
Think. William W Wimpisinger,
International President, International
Association of Machinists, and James
H. Mayes, Director of Publications,
Standard Oil of Indiana, tell you what
employes really think of benefit
communications-what employers do
right, what they do wrong and how, in
the employes' view, benefit
communications could be made clearer
and more effective.

4:00 pm-You Be The Judge: 11. Herb
Zeltner puts you on the judge's bench
once more as together you review and
evaluate several corporate audio-visual
benefit communications programs. See

YES!

Please enroll me in the Business Insurance Employe Benefit
Communications Conference. | understand that the Conference fee is
$285 if received by October 26,1977; the fee increases to $320 after that
date. (Additional registrants from the same company earn a 10% discount

how close you come this time to
matching the expert's ratings.

5:30 pm-Reception. Take a well-
earned break to chat informally with
your fellow Conference participants.
6:30 pm-Dinner.

7:30 pm-Aftermath: Moving Beyond
Legal Requirements. Larry Ewing,
Partner and Consultant, Hewitt

Associates, discusses how we move on -

now that the legal requirements have
been taken care of-how to meet the
demands created by employes' new
awareness; how to better organize
materials; areas which are the
communication specialist's rather than
the lawyer's, and how to put more
emphasis on what people want to know
rather than on what they have to know.

Tuesday,

November 8

9:00 am-Big Brother: Friend Or
Foe? Ron Weakley, Director of
Communications and Public Service,
Pension & Welfare Benefit Programs,
U.S. Department of Labor, tells you
what the government expects of benefit
communications programs. Here is your
chance to see how the regulator is
doing to meet the objectives he sets for
you-ask the "hot" questions you want
answered.

10:00 am-Choosing a Consultant: A
Marriage Made In Heaven Or... This
expert panel moderated by Joseph W.
Duva, Director, Employe Benefits and
Compensation, SCM Corp., examines
the many ingredients needed to arrive
at choosing the right consultant-
whether you need a small firm or a

confirmation.)

large one, and how to evaluate whether
they can transport you to the heights of
communications effectiveness they
claim. Panel members are: John M.
Shores, Jr., Director of Personnel and
Purchasing, Birmingham News Co. and
Robert Sjogren. Manager, Benefits
Development, Xerox Corp.

11:00 am-Doing The Job Without
Breaking The Bank. Eugenie
Bodenhoff, Director, Benefit Planning,
Hunt-Wesson Foods, Inc., shows you

how to set a benefit communications

budget, outlining typical ways funds can
be allocated to achieve maximum
effectiveness at minimum cost. You get
many money-saving, time saving ideas.
12:00 noon-Luncheon.

1:15 pm-Evolution: Humanizing
Your Communications. A panel of
communications professionals
discusses ways you can relate on a
personal level with your employes'
needs and desires for straightforward
benefit information and communication
understanding. Panel members are:
John Mackenzie, President, Internal
Communications Corp.; John Kearney,
Jr., Vice President, Employe
Communications, Kwasha Upton Inc.;
Paul Sanchez, Consultant, Towers,
Perrin, Forster & Crosby Inc.; and
Donald Ward, Director, Employe
Benefits, Medtronic Inc.

2:15 pm-You Be The Judge: 111. Herb
Zeltner gives you your last opportunity
to match your benefit communications
judgment against his. See how you've
sharpened your perception of effective
communications as your review these
last several examples of corporate
audio-visual programs.

4:00 pm-Adjournment.

arrangements are not included and must be made separately. Registrants
automatically receive hotel reservation forms with their conference

If my plans change at any time, | understand | can substitute the
name of another person without penalty. Or | can receive a tull refund if |

off these rates.)

Registration fee includes admittance to all scheduled Conference
sessions and functions, resource materials including a workbook, planned

cancel by October 26, 1977. (For cancellations received after October 26,
there is a $50 service charge.)
Enclosed is a check for $

meals and cocktail reception. (Hotel accommodations and travel O Bill me

Name TitiA

Company Phone ()

Str/#ht

City Zip
Additional Registrants:

Name Title

Name Titio

Make check payable to Crain Educational Division. Mail today to: Crain Educational Division, 740 Rush St., Chicago, IL 60611
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Ski area liability...

Continued from page 1

presiding over the case ruled,
"The ski area operator can no
longer, under all circumstances
hide behind the doctrine of volenti
non fit injuria. One who partakes
in the sport of skiing accepts the
dangers that inhere only so far as
they are obvious and necessary."

The judge's ruling in this ski
case parallels what has befallen
manufacturers in product liabil-
ity cases-even the wording of the
ruling is familiar.

INn rejecting the doctrine of as-
sumption of risk, Judge Wynne
Underwood said, "The ski indus-
try has changed dramatically since
1951.
able to the ski area operator to cut

... New equipment is avail-

and build .trails. The novice ski
trail of today is a far cry from the
stump and rock strewn slashes on
the sides of mountains in 1951."

Novice skiers

The judge also focused on what
he considers the ski industry's re-
sponsibility to novice skiers such
as Mr. Sunday. "The beginner or
novice skier relies upon trail maps,
the classification of the trails and
the advertising in brochures. . .,"
which he said represent trails as
"perfectly smooth."

He concluded, "The capacity of
ski areas to improve trail and
snow conditions on the trails and
the skiers' increasing reliance on
these improvements, makes the is-
sue of duty of care of a ski area
operator a question for the jury,
and every skier should not be
barred from recovery as a matter
of law simply because there are
some risks inherent in the sport.”

The jury decided Stratton Moun-

Ifyouh

tain was 100% negligent.and
awarded Mr. Sunday $1.5 million
in damages though he asked for
only $1.25 million.

Stratton Mountain's attorney,
Donald Hackel of Rutland, Vt., ob-
served 'The jury was ruled by its
heart rather than its head.” But
"had it not been for the judge's
ruling, assumption of risk would
have been an absolute bar to re-
covery."

The overturning of assumption
of risk, not just the size of (the
award, has motivated Stratton
Mountain and its underwriter,
American Home Assurance Co., to
prepare an appeal.

"This case sets a dangerous
precedent,” said American Home
commercial casualty vp Dennis
Busti. "If this is upheld, whenever
a skier is injured he'll be able to
collect," he predicted.

Though Mr. Busti agreed an in-
surer expects to pay claims aris-
ing from gross negligence of a ski
area-such as leaving a huge boul.
der sitting in the middle of a trail
-he said American Home does
not believe ski areas should be
found negligent for accidents on
trails that are "basically sound.”

If the verdict and broadened lia-
bility are upheld, Mr. Busti said,
"more likely than not we'd with-
draw from the program.”

American Home

American Home insures 20 ski
areas in Vermont and 280 others
in the National Ski Areas Assn.
Insurance Plan through Kendall
Insurance Inc. in Rochester, N.H.
Lloyd's of London, the only other
major insurer of ski areas, report-
edly is also "concerned"” over the

Ski creas already pay al:out 10% of tieir revenues for insurance, uo

flo-n the old norm of 2.2% to 3%.

Suiday case.

Barring withdrawal from the
market, Mr. Busti said a «no-fault
s.tuation" as suggested ty this case
WOL 11 necessitate "raising rates to
sich an extent | ques.ion if ski
areas w£11 be able to pass them on
b e consumer.”

Jsk. Parkinson, executi:e direc-
tor of the Vermont Ski Areas
Assn., said ski areas IkE ady pay
abiut 10% of their grcss revenues
for insurance, up substantially
froir the old norm cf :.5% to 3%.

[E this decision is upheld, the
resulting increased insurance costs
coild tack another $4 to $5 onto
the price of today's $12 to $14 lift
ticket, Mr. Parkinson said. Cou-
pled with inflaticn. skiers would
be faced with a 320 lift :icket at
major ski areas, he prejeited.

' With that price we could see a
25% reduction in business,"” he
spzculated. "Our don't
ch: nge. We'd hare to c]. arge the
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remaining sk.ers mcre-maybe up
to $22:" he said.

If upheld, the decision's impact
on insurance costs would initi:lay
be isolated to Vermont. Ml. Park-
inson sa.d. "3ut eventually otner
sk: areas wrll share that cost-

that's what insurance is all about.”

Other effects

The legal ramifications of a
Vermonl supreme court finding
for the trial COurt are untild. At-
though in w€stern states cases are
se.din dism:ssed on the doctrine
of assurn):icn of risk, plaintiffs’
atorneys around the ec:ur.try
would have a precedent tc bolster
their cases

Mr. Parkinson wonders if sueh
a decisiin would just afiect the
multi-million dollar sport of ski-
ing, and nct "*any participatory
SEOTrt.'

Although the "what if's” have
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been discussed, Vermont ski area
operators and their insurers say
they are operating "business as
usual” for the coming season.
"There's a fair amount of expan-
sion going on and nobody has said
they won't build a new lift be-
cause of this," said Mr. Parkinson.

"We're not pulling out,"” said
American Home's Mr. Busti. In-

terestingly, American Home's par-

American International

ent,
Group, has more than a claim con.
cern in the case. AIG owns a ma-
jor portion of the stock in Mt.
Mansfield Co. Inc., the renowned
Stowe, Vt., ski resort.

The Vermont Ski Areas Assn.
plans to intervene in the appeal as
a friend of the court. In the mean-
time, the association is "being a
little more cautious in some areas"
in preparing its new brochures,
heeding the judge's reference to
"advertising in brochures."

Mr. Parkinson asked, "For the
novice skier, if we italk about ter-
ifically groomed trails, does this
become a guarantee?"

He noted in addition to talking
about "terrifically groomed trails,
we also talk about the sheer face,
the excitement and the chal-
lenges."” Mr. Parkinson observed
that intermediate and advanced
skiers, who he said make up the
majority of ski area patrons,
"don't want perfectly groomed
trails.™

But do the courts? The Supreme
Court's answer isn't expected un-
til after the first of the year. Even
then, the court could simply order
a new trial since there is a ques-
tion on whether the jury might
have been prejudiced by the
judge's explanation of his ruling
to the press--which some of them
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... and while

going up

MONTPELIER-The VVerrnont
Ski Areas Assn. hadn't been con-
cerned about downhill liability
until the decision in Sunday vs.
Stratton Mountain Corp.

They had, however, been push-
ing a bill in the legislature relat-
ing to skier responsibility going
uphill. Because the ski area op-
erators are considered common
carriers, association executive di-
rector Joe Parkinson said they
want the responsibilities of skiers
defined.

The bill pending in the legis-
lature would require that skiers,
for instance, use the safety bars
on lifts which the operators are
required to provide. Mr. Parkin-
son said this is important because,
"if there is an emergency stop
and the safety bar isn't down,
the skier could fall.™

In light of the recent negli-
gence case that went against the
Stratton Mountain ski area, there
is some consideration being given
to pushing for an amendment to
the bill defining ski areas’ li-
ability in downhill skiing acci-
dents.

Meanwhile, the New Hamp-
shire Supreme Court has ruled
that ski tramway operators can-
not be sued for the death of a
passenger who fell from a lift
under the theories of implied
warranty and strict liability in
tort. Specifically, the court noted
that a section of the state's pas-
senger tramway safety act pro-
hibits any suit against an opera-
tor except for negligent construe-
tion or maintenance of a tramway.

The court explained that the
purpose of the law was to relieve
passenger tramway operators of
the heavy obligations that com-
mon carriers owe - to the public.
Thus, to find "ski area operators
liable under these theories would
be wholly inconsistent with the
purpose” of the law. m



Associations. ...

Continued from page 1

tives formed to insure the benefit
programs of the group,” said Mr.
Corde. "There are specific insur-
ance problem areas that are being
brought about right now by the
insurance industry, i.e., in the
excess liability areas. That is
where the trade associations are
focusing.”

AnNn association that begins a
journey on the increasingly popu-
lar road toward captive insurance
can quickly stumble into deep
potholes that will throw a pro-
gram out of alignment.

The problems

Inadequate member participa-
tion in sharing the risk, insuffi-
cient reinsurance and failing to
adopt tough risk management
techniques to prevent claims are
the key factors that can cause an
association insurance program to
run off the road and crash into a
wall of bankruptcy, several bro-
kers said.

Effective loss prevention prac-
tices enabled the National Tire
Dealers & Retreaders Assn. Inc.
to win a reduction in rates from
Lloyd's of London for a group
product liability policy, said Jef-
ferson Keith, executive vp.

In order to obtain coverage,
tire retreaders had to pass a
safety and quality control inspec-
tion conducted by Tire Retreaders
Institute.

While tire retreaders two years
ago faced the expensive prospect
of paying more than 26 cents per
tire in product liability premium
costs, the recent rate reduction
lowers the per tire cost to a more
manageable 7.5 cents.

As an added bonus, the Lloyd's
master product liability policy has
acted like a magnet in attracting
new members. "The program has
brought in close to 300 new mem-
bers in a little more than a year,"
Mr. Keith said.

Although tire retreader officials
are satisfied with the Lloyd's pol-
icy, a dormant captive domiciled
in the Cayman Islands lies in re-
serve. However, extreme diffi-
culty in obtaining reinsurance
makes it unlikely that the captive
will be activated.

Inadequate reserves

The National Swimming Pool
Institute, like many other asso-
ciations, gave serious thought to
establishing a captive in the gen-
eral liability area. But a captive
feasibility study conducted earlier
this year found that the associa-
tion did not have adequate re-
serves to fund a captive, said
Donald Sutton, director of chap-
ter and member services.

At the Fertilizer Institute, a
trade association representing
members of the ,giant $7 billion
fertilizer industry, a survey, de-
signed by Fred S. James, is being
distributed to find out what mem-
ber product liability claims ex-
perience has been over the last
five years.

Pending the outcome of the
the

survey, association's rnost

INA establishes

special farm unit

PHILADELPHIA-INA Corp.
has formed INA Farm Center Inc.
to handle all the agricultural insur-
ance operations of the corporation.

The unit's headquarters wilt be
in Wilmington, Del. INA Farm
Center will operate as part of
INA Special Risk Facilities, an
INA subsidiary specializing in
complex insurance and risk man-
agement problems. -

likely option to help their mem-
bers survive the insurance crunch
is writing a master policy under-
written by a U.S. carrier. If all
else fails, however, a captive is
a real possibility, Mr. Wheeler
said.

At the Boating Industry Assn.
in Chicago, a special product lia-
bility committee was established
last year and formed a safety
certification prograrn to help

manufacturers control claim

losses.

A failure

At the same time, the committee
worked with a broker to prepare
a group liability policy which was
to be underwritten by a major
carrier, said association president
Matt J. Kaufman.

The program was presented to

a giant carrier, who Mr. Kaufman
declined to name, for approval.
What happened next left Mr.
Kaufman "unhappy" and "dis-
couraged” with insurance com-
panies.

"VWhen it came down to a final
vote, we were told that there
were five people at the (insur-
ance) company with a voice in
the decision. Four voted in our
favor. One voted no... and his
vote outweighed the other four.
Apparently, one vote was really
worth five votes,"” Mr. Kaufman
said.

To help trade associations in
their search for new group insur-
ance programs, major insurance
brokers such as Marsh & MelLen-
nan, Johnson & Higgins, Alexan-
der & Alexander, Frank B. Hall
and Fred S. James all maintain
departments or subsidiaries that
can conduct captive feasibility
studies, set up and maintain cap-
tives or help draw up a new
master insurance program. -
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Crum & Forster sets

Nnew consumer unit

NEVVW YORK-Crum & Forster
Insurance Cos. has recognized
the growing need for better com-
munication with the public and
plans -to fill the void with a con-
sumer affairs unit.

The unit will be an outlet for
complaints from ' both personal
and commercial lines customers.
For Crum & Forster, it will func-
tion as a forum to identify and
solve customer concerns before
they become problems.

Specific issues that will be
dealt with haven't _.been identi-
fied yet since the consumer com-
plaint program is "still feeling
its way,”
senior vp. The program, how-
ever, will focus on aiding per-

said Richard Lydecker,

sonal customers more than com-

Showusa gperin] risk

wellshow
br your sp

We've proven to a lot of people in a lot of industries
that their special risk capacity problem is not a problem
for Baccala & Shoop. We've got the experts, con859-- + -
and know-how to solve your capacity problemr
Let us prove it to you».

mercial customers, he said.

"The commercial customer is
more business-oriented than the
personal customer so he is more
aware of and understands insur-
ance problems," Mr. Lydecker
said.

Commercial buyers will only
be aided if a particular problem
arises. But for personal lines cus-
tomers, the unit plans to recom-
mend general improvements in
personal lines handling even be-
fore a specific complaint is
brought. -

To help the program identify
consumer problem areas, Ellen
Bryant, the unit's director, will
consult other insurance compa-
nies and Crum & Forster's agents

=aracd O raoaoll<er = - -

Joshvapacity

a&Shoop

Specialists-Property: Primary, Quota Share, Excess on all risks, D.I.C.

Underwriting Managers

and Builders Risk.

Casualty: Umbrella, Excess Liability, Excess Workers' Compensation.
Home Office: Two Century Plaza, Suite 2100, 2049 Century Plaza East,

Los Angeles, CA 90067 (213) 5334333

Southern California Office: 3345 Wilshire Blvd., Los Angeles; CA 90010

(213) 385-6266

111 Pine Street, Suite 1520, San Francisc6, CA 94111 (415) 982-2782
4615 Southwest Freeway, Suite 750-E, Houston, TX 77027 (713) 622-2940
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States get boost...

Continued from page 1
ulations have been issued.

At least two major trusts have
failed in the regulatory vacuum,
leaving thousands of persons with
unpaid medical claims that may
total millions of dollars.

VIP Insurance Trust was origi-
nally a multiple employer trust
providing medical coverage to
lumbermen, realtors and pharma-
cists, according to court papers.
The trust was put together by
Galbraith & Green, insurance bro-
kers, and was underwritten by
Old Republic Life Insurance Co.

Like many other trusts around
the nation, Galbraith & Green lost
its carrier in early 1976 when
the lllinois department of insur-
ance forced Old Republic out of
the multiple employer trust busi-
ness. Galbraith & Green then re-
cast the trust as a self-funded

trust under ERISA.

Arizona mtervenes

The lawsuit was originally filed
in federal court by Artie A. Ham-
berlin, a Phoenix realtor and a
participant in the VIP Trust. Mr.

Like theway we work with your own insurance

agent.

Because he plans your total insurance pro-
gram, he knows your individual situation and
is the man best quallified to brief us on your

particular requirements.

And with almost a half century's experience in
serving the nation's aviation industry, we are
the company best quaHfied to provide you with

' 2 ASSOCIATED AVIATION UNDERWRITERS

New York - Atlanta -« Chicago « Dallas « Denver - Detroit - Kansas City « Los Angeles - San Francisco

Hamberlin and his wife were vic-
tims of a severe one-car accident
in October 1976. The trust paid
$100,000 in medical bills for Mr.
Hamberlin, who suffered brain
damage, and his wife. But in
April the trust terminated, ex-
tending coverage for only 30 days.

Mr. Hamberlin died earlier this
month with over $140,000 in un-
paid medical bills. Mrs. Hamber-
lin requires additional medical
treatment which is being delayed
to see who will pay the bills.

The Arizona insurance depart-
ment intervened in the case to
argue that VIP was not an em-
ploye welfare plan under ERISA
but merely an unauthorized in-
surer. At the same time the de-
partment filed suit in state court
to place the trust in receivership
and administer the assets for the
participants.

Federal Judge William P. Cob-
ble agreed with the Arizona de-
partment. The trust was created
solely to retain business Gal-
braith & Green might have lost
when Old Republic withdrew as
underwriter, the court said. Bro-
kerage firm officials became trus-

tees of VIP, set their own com-
pensation and received additional
commisions from the life coverage.
The trust was marketed to un-
related employers and the officers
of Galbraith & Green never acted
as agents of the employers or in
the interests of the participants,
the court added. Thus, VIP In-
surance Trust was merely a
scheme to escape state insurance
regulation, the court said.

Changes disputed

Richard Galbraith, president of
Galbraith & Green, said his firm's
only interest. was in providing
coverage for the 5,000 persons in
the trust when OIld Republic can-
celled.

Galbraith & Green tried 100 in-
surance companies after Old Re-
public pulled out, he said, but no
one would underwrite the trust.
Eventually 3,500 persons were
placed with insurance companies,
leaving only 1,500 in the trust
when it terminated.

No new business was solicited
after the trust was recast, Mr.
Galbraith said. Fifteen percent
was set aside for commissions and
administrative expenses and all
claims were paid up until termi-
nation. The brokerage firm lost

the proper coverage and follow-through ser-

vice that keeps you flying.

Our aviation-skilled underwriters and claims
people are your experience reserve. You're
secure, knowing you're flying with the world's

best aviation insurance protection.

Ask your agent to let us furnish you a quote on
your aviation insurance. We'll save you both
time and trouble.

over $300,000 in covering the
claims, he said.

"We did not design the trust as
a vehicle for expansion,” Mr.
Galbraith argued. "We honestly
tried to do the right thing and
provide a service to these peo-
ple."”

Mr. Galbraith said he was op-
posed to self-funded multiple em-
ployer trusts and resented being
linked with other trusts that have
gone bankrupt leaving thousands
with unpaid claims.

Frederick C. Berry Jr., Arizona
deputy insurance director, said
his department will cite the deci-
sion as a precedent in that state's
court action against Common
Market,
multiple employer trust. The

another self-funded
NAIC will also cite the case in
the Wayne Chemical case involv-
ing the bankrupt National Multi-
ple Employers Foundation, now
before a U.S. court of appeals in
Chicago.

Claude Dorais, a Beverly Hills
attorney representing the Nation-
al Assn. of Multiple Employer
Trusts, said he agreed with the
Arizona ruling. Although Mr.

Dorais admitted the decision
could create future problems for
the trusts, he said the key ele-
ment was that the trust was
maintained by Galbraith & Green

for its own benefit.

A precedent

"You've got to have a group
that is answerable to the partici-
pants and beneficiaries and acting
in their interests” in order to be
an employe welfare plan under
ERISA, he said.

The Labor Department inter-
vention against Employe Security
Benefit Assn. is more limited.
The department filed a friend of
the court brief in federal court
in Topeka, Kan., in support of
that state's effort to have ESBA
declared an unauthorized insurer
subject to state law.

ESBA is a Bellevue, Wash.,
based trust that solicits individ-
uals and self-employed persons
as well as employers. It uses only
28 % of first year premiums to
pay claims with the rest going
for commissions and administra-
tion. The trust markets a package
which originated with a Bellevue,
Wash., insurance company-Pro-
tective American Life-and is
used by several other trusts.

ESBA ruling

The trust claims to be covered
under the "employe beneficiary”
language in ERISA, said Robert
Gallagher of the Labor Depart-
ment's solicitor's office. But the
department believes a "common-
ality of interest” must exist be-
tween to participants for a trust
to come under ERISA.

Mr. Gallagher said the ruling

would affect trusts that market
to individuals and self-employed
persons. It would not affect the
larger number of trusts that deal
only with employers.

Nevertheless, Mr. Gallagher
termed the action "a constructive
step.”

Lee Brooke, attorney for ESBA,
said he is disturbed by the Labor
Department's handling of the
matter. Early in July the trust
filed a request for an advisory
opinion letter to clarify its status,
Mr. Brooke said. Instead of com-
plying with its own procedures,
the department unexpectedly in-
tervened in a court case, he
charged.

"We have been acting in good
faith in an attempt to get some
type of regulation,” he said.

"l don't think there is any in-
tent in ERISA to require com-
monality of interest,” he contin-
ued. "If Congress had wanted
commonality of interest, it would
have stated it in the law."”

Mr. Dorais said the state in-
surance departments have so far,
only selected cases for prosecu-
tion that put self-funded trusts in
a poor light. The trusts have not
been able to present their side of
the situation in a court case where
situation in a court case where
there have not been abuses that
overshadow the regulatory issues,

L am K= =acAdcde i _ =

Chemical
draws fire
from OSHA

WASHINGTON-The Occupa-
tional Safety and Health Admin-
istration has warned 75 companies
to take steps to protect their
workers from exposure to di-
bromochloropropane (DBOP), a
chemical soil fumigant which may
cause sterility in males.

DBCP is used on a variety of
crops including cotton, soybeans,
fruits, nuts and vegetables. Side
effects may result if the pesticide
is inhaled or comes in contact
with the skin.

A major producer of DBCP,
Dow Chemical Co., already has
closed its Magnolia, Ark., DBOP
manufacturing facility, reported-
ly after it learned that the pesti-
cide was causing sterility in male
workers at an Occidental Chemical
Co. plant in California.

OSHA officials are expected to
issue detailed guidelines later this
month for the safe handling of
the substance.

About 25 million pounds of
DBCP are manufactured annual-
ly. Major producers include Dow,
Shell Chemical Co. and Occidental

CThemiical Co. -

AMA supports end
to listing damages

CHICAGO-The American Bar
Assn. believes medical malprac-
tice plaintiffs should be pro-
hibited from mentioning a spe-
cific dollar amount in their ac-
tions against doctors.

The association's house of dele-
gates voted at the ABA annual
meeting here this month to sup-
port the elimination of named
damage requests when suits are
initially filed.

The ABA considered various

recommendations intended to

streamline and improve the proc-
ess of medical malpractice litiga-
tion. Some recommendations will
be considered at the ABA's mid-
year 1978 meeting. Among those

are recommendations on limiting
the amount recoverable in a mal-
practice lawsuit and the fees at-
torneys charge.

The lawyers did agree:

- Patients should be given
easy access to their medical rec-
ords.

- Medical societies should be
encouraged to establish pools of
expert witnesses for both sides in
a lawsuit.

- Pretrial exchange of experts'
reports should be required.

= Information showing that a
health care provider made ad-
vance voluntary payments to the
patient should not be admitted in

court.
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manager, corporate insurance and
one year in the company's pro-
curement department Prior to
joining Hughes, Mr. Evans worked
in the corporate insurance depart-
ment of Lockheed Aircraft Corp.

Mary V. Senz, 25, has joined
Anheuser«Busch Inc. dn St. Inuis
as coordinator of benefits com-
pliance. In the new position, Ms.
Senz will handle documents for
pension and welfare plans in ac-
cordance with ERISA. She reports
to Robert E. Mathieu, manager of
employe benefits and services.
Previously, Ms. Senz was with Di-
versified Industries as a member
of the legal department. She re-
ceived her undergraduate degree
from St. Louis University and her
law degree from the St. Inuis
University Law School

The general insurance depart-
ment at Wallace Murray Corp. in
New York has been replaced by a
risk management department.
Merlin F. Teed. 45, who has been

A-T-0 sets

its captive

in Bermuda

WILLOUGHBY, Ohio--A-T-0
INnc., a diversified manufacturer
here, activated a Bermuda captive
in May.

The Fortune 500 company plans
to use the captive, with a licensed
insurance company fronting, in its
casualty/property program. Some
risks are in the captive with more
on the drawing board, corporate
risk manager Bruce L. Fowler
said.

The management of Waite Hill
Assurance Ltd. has been arranged
through James International Ltd.
in Bermuda.

A-T-0O established a Bermuda
captive "for all the standard rea-
sons,” Mr. Fowler said, mentioning
specifically "its a way of buying
things cheaper than in the stan-
dard market." A-T-0 stepped into
a captive straight from the con-
ventional insurance world without
first self-insuring. "A captive is
the preferred alternative for us to

self-insurance,” noted the risk

manager.

"We found we can accomplish
some of our corporate objectives
from a financial and a flexibility
standpoint better through the cap-
tive than we can in the conven-
tional insurance market,"” he con-
tinued. "And we look forward to
developing the flexibility of the
captive as a marketable item for
other potential insureds.”

From a risk management point
of view, Mr. Fowler said, "We feel
very strongly that one of the prin-
cipal benefits of a captive is bet-
ter control of our claims investiga-
tion and defense.”

"The captive gives us additional
means for future growth and pro-
fit for our corporation,” the A-T-0
risk manager concluded. -

Life insurance

The total amount of life insur-
ance in force in the U.S. averaged
$35,400 per insured family at the
end of 1976, an increase of 6.9%
over yearend 1975, reports the
American Council of Life Insur-
ance. However, the Council notes,
this is still below the amount rec-
ommended by management ex-
perts as adequate-—-protection
equaing four or five years of a

fhmilv: Alientics}.IA in.NnmMmMo

with the company for eight years
as manager of general insurance
has been named director of risk
management. The realignment oc-
curred because the company is
studying alternatives to insurance
as the cost of insurance rises, Mr.
Teed said. Loss prevention, self-
insurance and captive formation
are Mr. Teed's responsibilities. In
addition to risk management for
Wallace Murray and its subsidiari-
es, Mr. Teed supervises the risk
management for smaller compa-
nies in the Dyson-Kissner family:
Easterline Corp., Kearney Na-
tional Inc., VVarlen Corp., Delton
Industries Inc. and Raydon Tech-
nology Corp. Mr. Teed's associate,
Stephen G. Palenscar, 28, has been
promoted to manager of risk man-
agement, also a new corporate po-
sition. Mr. Palenscar will direct
risk analysis. Formerly, he was
assistant manager of general in-
surance for two years.

Scott Rich, 30, has been pro-

moted to corporate insurance
manager of Flowers Industries
Inc. in Georgia, with responsibili-
ties in the office of general coun-
sel. Mr. Rich was previously in the
company's marketing department
for three years. Mr. Rich replaced
H. Daniel Hans Jr., 26, who has
been promoted to corporate at-
torney for Flowers Industries. Mr.
Hayes joined the company a year
ago as corporate insurance man-
ager.

Miller Brewing Co. has hired
Bill DeGarmo, 43, as plant safety
manager for a new brewery locat-
ed in North Carolina. In the new
position, Mr. DeGarmo will in-
terpret and carry out OSHA reg-
ulations and will implement and
improve employe awareness pro-
grams. Previously, Mr. DeGarmo
was manager of safety at Cessna
Alircraft Co. in Wdohita for five

years.

Mike McDermott, 30, has been
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named benefits analyst for GD.
Searle & Co. in Skokie, Ill. His
duties include ERISA compliance,
benefits administration and bene-
fits recommendations based on
statistical analysis and surveys.
Mr. Mcl)ermott replaces Bonnie
Fox, who left the company. Pre-
viously, Mr. M®©Dermott was a
personnel assistant for three years
with Pullman Inc

in Chicago.

Abbott Laboratories in Chicago
has reorganized its benefits de-
partment to focus on health care
and has named Donna Zeckser,
26, to supervise its health care
benefits. Ms. Zeckser oversees the
processing and payment of em-
ploye health care claims and su-
pervises a clerical claims process-
ing staff. In her former position,
Ms. Zeckser was coordinator of
computer installation team train-
ing at Aetna Life & Casualty for
seven months. She also worked at
Aetna 3 46 years as a senior claims
representative in the life and

health claims department.
Juanita Renner, 26, has been
named supervisor of group insur-
ance at Koppers Co. Inc. in Pitts-
burgh. Effective May 1, Ms. Ren-
ner supervises claims payments
made from Koppers through self-
insurance programs and adminis-
ters medical, dental, non-occupa-
tional and sickness programs. Pre-
viously, Ms. Renner was section
supervisor of dental claims at
Equitable Life Assurance Society
for four years. Ms. Renner re-
places Cheryl Bakin. who became
supervisor of human resources in-

formation systems at Koppers.

Business Insurance reports on
personnel changes in emploge
benefit and Ask management de-
partments. If your company has
made any changes, just drop us
a note. Write Rebecca Fannin,
Business Insurance, 708 Third
, New York, N.Y. 10017 or
call (212) 986-5050.

Ave.

One of Fir biggest risks could be
whatitappens in the StateHouse

Almost daily, new state and federal legislation
occurs that could affect your company's risk
management programs.

How do you stay abreast of these changes?
How do you keep up with every bill that
could affect your company's programs in the
areas of employee benefits planning, products
liability, seff-insurance, or the like?

Where can you go for answers?

Try us.

R. B. Jones is a national broker. We've been
providing major corporations with solid,
up-to-date recommendations in all areas of risk
management since 1889. Property. Casualty.

Marine. Surety. Employee benefits. You don't
have to be a client to call.

When it comes to the effects of legislation on
insurance and risk management, we believe you

can never ask too many questions.
Our experienced staft will be happy to supply

the answers.

R. B. Jones has offices in Atlanta, Boston,
Chattanooga, Chicago, Dallas, Houston, Jefferson
City, Kansas City, Los Angeles, New Orleans,
New York, St. Louis,'Tulsa, Waterloo

and Wichita.

Or call our corporate headquarters in Kansas

City, 816891-1000.

R.B.Jones Insurance.
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AIr filter firm selects Stolle

Ronald H. Stolle, 28, joined
American Air Filter Co. Inc. in
Louisville as corporate risk man-
ager. He is responsible for the
company's insurance programs

on a worldwide basis, including
employe benefits. Before joining
American Air Filter, Mr. Stolle
was corporate insurance analyst
for approximately five years at

classified advertising

RATES AND CLOSING TIME: $3.00 per line, minimum charge $15.00. Cash
with order. Figure aU cap lines (marimum-two) 30 letters and spaces
per Zine; upper & lower case 40 per line. Add two lines for box number.
Replies are forwarded daily. Closing deadline: Copy in written form in
Chicago Office not later than noon, Monday, 7 days preceding publica-
tion date. Published every other Monday. Display classified takes card
rate of $30.25 per column inch, and card discounts on size and fre-
quency. Mail ads to Business Insurance, classified advertising dept.,
740 N. Rush St., Chicago, lllinois 60611.

HELP WANTED

CLAIMS MANAGER

Small but expanding property-casu-
alty insurance company based in
cultutal south central city is offering
a rewarding career opportunity for
an  experienced clairns  manager.
Strong background in the adjustment
of liability claims essential and
knowledge of hospital liability claims
a definite plus. Working knowledge
of worker's compensation claims and
proven use of telephone adjusting
concept is required. Candidate
should have a minimum of 3 years
of adjusting experience and must
possess excellent public relations
skills. Please send your detailed re-
sume to:

Box 923, BUSINESS INSURANCE
740 Rush St., Chicago, lll. 60611

risk

NATIONAL ACCOUNTS MGR.

Prestigious commercial oriented SE agen-
cy enjoying a progressive and profitable
rise in the industry, seeks a proven sales
manager with excellent products knowl-
edge in commercial casualty and property
lines. Must have successful sales back-
ground with hiring and training expertise.
National Accounts experience highly de-
sirable. Ample room for upward mobility.
Client has long-term markets with aggres-
sive underwriting philosophy. Excellent
benefits with compensation package in
the $38K to $45K range. Send resume or
call (collect) Jim Gilbert at:

INSURANCE RECRUITERS
PERSONNEL SERVICE
1010 W. Mockingbird. Dallas
214-634-8522

mManagement

FMC, a large. multi-division, multi-national corporation,
has a need for several highly qualified, self-motivated
professionals to fill key positions within our Risk

Management Department.

property

manager

Reporting directly to the director of the risk management
depanment, the successful candidate will administer, review
and propose modifications in our property insurance program;
review specific divisional property requirements, tor insurance
covering fire and allied perils, boiler and machinery,
construction projects, specific expansion and aircraft;
prepare, analyze and present loss data to insurers; and
function as loss consulting liaison between divisions and

insurers.

casualty

underwriter

Primary responsibilities will include the administration,
review and proposal of modifications in the company's
casualty insurance program; review of specific divisional
casualty requirements, such as, Workers Compensation,
comprehensive general liability, auto umbrella, fiduciary,
Directors and Officers liability, crime and bonds. Will

also function as claims investigator for all casualty coverages.

Bachelor's degree plus enrollment in a MBA program tor
completion within two years, necessary. Some prior

insurance experience helpful.

These positions offer excellent starting salaries,
comprehensive fringe benefits, high visibility within our
corporate headquarters and a climate conducive to personal
and professional growth. Qualified individuals are invited

to submit resume, including salary history and requirements,
in confidence, to: Laddie J. Polz, FMC Corporation, 200

East Randolph Drive, Chicago, lllinois 60101. An Equal

Opportunity Employer M/F.
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Interlake Inc. in Oak Brook, lll.
Prior to that, Mr. Stolle was as-
sociated with Rollins Burdick
Hunter Co. in Chicago. He re-
places Charles R. Erler, who left

POSITION WANTED

RISK/INSURANCE
ADMINISTRATOR.

Brokerage exec., reliable, mature
with 20 yrs. exp. seeks position
with Int'l firm or will cross-train in
Property Management.

Box 920, BUSINESS INSURANCE
740 Rush St., Chicago, lll. 60611

BUSINESS OPPORTUNITIES

AGENCIES WANTED:

NCA is desirous of acquiring Long
Island based Property and Casualty
agencies with good loss ratios and a
diver-sified book of business. We wiill
entertain continued employment,
long payouts and tax advantages to
both parties. Producers as well as
established agencies. Reply to: Link
Mille: National Computerized Agen
cies, Inc., 390 Central Ave.. Bohemia,
N.Y. 11716. Phone (516) 589-7250.

HELP WANTED

RISK MANAGER

We wish to employ a risk manager with
experience in safety and insurance. Ini-
tially this would be the prime duty with
eventual additional corporate duties, the
first of which would probably be person-
nel nanagement of supervisors and mid-
die nanagement. Corporate headquarters
are located in suburban St. Louis. We are
a conglomerate with factories and other
locat ons in the midwest and are listed
on tre A. S.E.
Box 921. BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

RISK MANAGERS
EMPLOYEE BENEFITS
CONSULTANTS
For over 15 years. don Howard
has served the Insurance Indus-
try atthe middle and upper man-
age-nent levels. Whether you
are "in the market” or are
bas:cally happily employed and
wolld consider a change only
under the most ideal circum-
stances, you will find that the
don Howard organization with its
excellent relationship with client
companies, brokerage firms,
agencies and consulting firms,
is i N the best position to confi-

dentially handle vour situation.
RICHARD ZIOBER, PLACEMENT MANAGER
ALL FEES PAID
don HOVVARD
PERSONNEL SVC.
40 Marietta St.. NW
(404) 577-9630
Atlanta, Ga. 30303
other offices: New York, Chicago, Dallas,
San Francisco, Houston

CORPORATE
Director of Insurance N.Y.C....4O0M
Ins. Mgr. Calif Fire & Cas . 36M

Safety & Loss Prevention Mgr.

= i F_ _ 30om

Asst. Risk Mgr's N.Y.C. N.J. Conn &

others 18/28M
COMPANY

Marketing Mgr. National
Excess & Surplus Cas Mgr . 3©M
Re Ins. Treaty Mgr. Co. Property 30M
Prop & Cas Facultative Mgr. 30/40M

Re Ins. und Prop or Cas Treaty or
Fac. Will ____ Ses to 4a0M

corsider Primary experience.
Jr's to 25M

BROKERAGE prop/Cas
with or without book for a well es
tablished firm .to 50Mt

Producer

Marketing Mgr. Prestige broker

30 to 4aOM

Prcp/Cas A. E. NY, Calif & others
to 33M

E&S& Primary Cas Placer to 27M
Asst. AE will consider solid CO
bkgd. .. to 23MNM
JOHN HUTTNER/
RICHARD DIGIOIA
(212) 732-3110
David j. Hollinger Assoc. Inc.

150 Broadway
New York, N.Y. 10038

the company.

Richard L. Evans has been
CASUALTY ASSOCIATES

EXECUTIVE
CONSULTANTS

named corporate insurance man-
ager for The Garrett Corp. of Ins
Angeles, a subsidiary of The Sig-
nal Companies of Beverly Hills,

SEARCH

Stemmons North Office Park
11500 Stemmons Suite 114
Dallas, Texas 75229
214/620-2581

Calif. Mr. Evans replaces H. C.
Twiss who is retiring. He reports
to R. A. Murtha, treasurer. He
formerly worked for three years
for the Hughes Aircraft Co. in Los

A specialized service for
the insurance and risk

management fields
Angeles, two years as assistant

Continued on page 41

HELP WANTED

INSURANCE BROKER Leading independent consulting firm

Position for self-starting sales ori-
entated individual. Experienced in

customer service. Must be career

and goal orientated to ioin western

has opening for persons of excellent
ability, academic training and ac-
complishment in risk management.
Mail resume and samples of profes-

sional writing to Insurance Audit and
Inspection Company, 6525 E. 82nd
Street, Suit 206, Indianapolis, IN
46250.

suburban agency. Salary plus bonus
and benefits. Send resume to Mr.

Raymond Colsant, 312 VV. State
Street, Geneva, lllinois 60134.

RISK MANAGER-San Francisco Bay Area
$24,900 to $30,200 per year

Contra Costa County has created a new staff position in the
Office of the County Administrator to organize and direct a
comprehensive county-wide risk management and loss con-
trol program covering 6000 employees and 26 Departments.
Specific responsibilities will include risk identification and
measurement, risk avoidance and prevention, purchase of in-
surance when indicated and administration of claims. Re-

quires BA degree in busines or public administration, finance
or insurance and five years responsible management experi-
ence in the development and maintenance of risk manage-
ment programs. Contact: Contra Costa County Civil Service
Dept., P.O. Box 791, Martinez, CA 94553 (415) 372-4046 not
later than September 9, 1977.

Leading airline in South East seeks individual with
thorough knowledge of insurance contract lan-
guage regarding indemnity. College and/or gen-
eral insurance experience (emphasis: risk man-
agement) is required.

Position will be responsible for casualty and ptop-
erty loss programs, risk control and workmans
compensation.

Send resume including education,
work experience and salary history to:

Box 922, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

INSURANCE BROKER

We are a full service major multinational insurance
firm with attractive career opportunities in our
major New York City location for

PRODUCERS &
SALESPERSONS

Frank B. Hall offers its employees an excellent
compensation and fringe benefits program. Salary
and compensation programs commensurate with
background and experience and your contribution
to our continuing success.

Please send resume in complete confidence to:

Mr. William A. Quinn
Executive Vice President

Frank B. Hall & Co.

of New York, Inc.

88 Pine Street

New York, New York 10005
Telephone: (212) 952-1200

An equal opportunity
employer mit



IDO© Mu 13emember...

Serie$ andthe Patkers beat the

Chiefs in Super Bowl One?

1A/lien first class postage was 5¢ ;
77 coffee sold for 77¢ a pound;
unemploymentwasonly 3.8%; the GNP
was a 'measly' $796.3 billion and the
200 millionth American was born?

tr n a group of people with an

idea, a lot of conviction and a
single-minded purpose began publish-
ing a new magazine "for buyers of em-
ploye, property and liability protec-
tion". BUSINESS INSURANCE.

It was 196Z and until that time there had been no news-
magazine edited specifically for this important audience
of corporate financial, risk and employe benefit execu-
tives. BUSINESS INSURANCE proceeded to report news
and features about protecting businesses and their workers
against losses. Its editors also wrote about how corpora-
tions buy insurance and employe benefit programs, how
losses affect company operations; in short, information
hitherto not available to this broad spectrum of interested

executives.

By virtue of its strong editorial posture, Business Insur-
ance has exercised industry leadership from the begin-
ning. Editorials and news reports influenced loss preven-
tion, risk financing and employe benefits. Editorial stands,
which at times were unpopular with influential segments
of the newsmagazine's readers, helped further risk and
employe benefit management. Controversial subjects were
treated with courage and fairness. And, the conviction of
the editors never took a backseat to business expediency

This courage, vision and leadershipdid not go unnoticed
by readers and advertisers. Intense readership, reader
involvement and response convinced advertisers that
here, finally, was a newsmagazine whose time had come
and which was totally dedicated to the betterment of the

business of its readers.

Ihen the, mini-skid.was tsaching

and Rod Steiger won Oscars; "The Fugi-
tive" was the hottest TV show?

AJlien McCormick Place burned to
VT the ground; Hurricane Beula

caused 15 deaths and $208 million in

damages and the Six Day War changed
the face of the Middle East?

Insurers debate whether to pay -

Detroit business interrupticn claims -

b.*. .st".-ramm

Now Fo,dpod indud-

Now, after a decade, with nearly 260 issues published,
we who started it all, wish to thank our loyal readers and
advertisers for their participation in our success. It has
been an exciting partnership, one that will expand and
flourish in the years ahead. In a field which has undergone
many changes in the past ten years, there are sti | | bigger
things to come. The editors of Business Insurance will be

there to reoort on the whys and wherefores of these
changes.

Aspart of our birthday celebration, we will be reviewing
the most exciting and significant risk management/insur-
ance/emplcye benefit events of the past ten years. We will
also try to predict where the field is headed. All this and a
nostalgic look at where we were ten years ago wi | | be part of
this special Tenth Anniversary Issue of Business Insurance,
to be published on October 31, 1977.

So come and celebrate with us. Our'guests’ will be over
36.000 subscribers (including pass-along readership-
nearly 100,000 readers), all involved in the business of loss
prevention, risk financing and employe benefit manage-
ment as well as the industry which supplies products and
services to it. It is an audience that is information-hungry
and receptive to your advertising messages. 76 be part of
our celebration be sure to make your advertising reserva-
tion by October 18th ...a date to remember!

business

the newsmagazine that just had to be.



Making sure your profits
don't get lost
by accident:

Ingenuity.
EE Our specialists are prepared tocomb
your whole plant...Chances are, they'll
come up with new ways to prevent or
reduce accidents...\We'll also design an
ongoing program to make your company
a more attractive risk...The goal is to cut

your costs, help your production and
Improve employee morale.

At Alexander & Alexander, we develop effective loss control pro-
grams for clients all over the U.S. Our specialists can help reduce
your operating and insurance costs. (Wealso helpyou comply with
OSHA requirements.) Our entire service is custom-designed to
solve each company's special problems. With professional exper-
tise. And creative ingenuity Contact your nearest A&A office or:
Information Service, Dept. F9,

Alexander & Alexander Inc., AI exa n d e r

1185 Avenue of the Americas,

New York, New York 10036. —exan d er

Protecti ng corporate and human resou rces creatively.



