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update:
Trial judge is appointed
for four asbestos cases

SAN FRANCISCO-Superior Court
Judge John Benson has been named the
trial judge for four coordinated asbestos in-
surance coverage cases pending in Califor-
nia.

Supreme Court Chief Justice Rose Bird,
who made the appointment, also ruled on
the alignment of the parties in the cases.

Continued on next page
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Exploding problem
As accidents increase, experts
strive for safer grain elevators

By STEVE SHERWOOD

CORPUS CHRISTI, Texas-It starts with a spark: A welding arc
or a hot bearing in the machinery at a grain elevator ignites a small
but dense cloud of grain dust.

The shock waves raise dust from the elevator's walls and floors

and this, in turn, ignites. Succeeding explosions spread through the
housing and storage bins. Steel-reinforced concrete walls burst open
like cardboard, raining tons of debris. Grain is set on fire, people are
killed and millions of dollars of damage is done.

How these catastrophes happen is understood, but preventing
them baffles safety experts and grain elevator operators. Although
safety technology is advancing and elevators are being improved to
reduce the risks, statistics show the number of explosions and re-

Continued on page 20

But insurers take second look
CAMP HILL, Pa.-A major underwriter of grain elevator risks

says his reinsurance market is tightening because of large, frequent
grain dust explosions.

Too many direct writers take business to gain cash flow without
making sure elevators are safe and then lay off most of the risk on
reinsurers, particularly in the London market, says Albert Town-
send, president of National Agra Underwriters Inc., a specialist in
grain elevator insurance.

Elevator operators are protecting their facilities through insurance
rather than safety measures and reinsurers are stuck with bad risks,
he points out.

Continued on page 21
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Court reverses trend

to maximize coverage
By RHONDA L RUNDLE

BOSTON-In a carefully written
opinion that contradicts other re-
cent court decisions, the U.S. Dis-
trict Court here ruled that the date

of diagnosis of an asbestos-related
disease should determine insurance

coverage.

The Aug. 14 decision maximizes
insurance for Eagle-Picher Indus-
tries, whose comprehensive gen-
eral liability policies date from 1968
with first and second layer excess
coverage added in the mid-1970s
(see chart).

Most of Eagle-Picher's insurers
were pleased with the ruling,
which adopts the manifestation
theory of bodily injury for asbestos
claims. Liberty Mutual Insurance
Co., its primary insurer, has been
an especially strong proponent of
this approach.

American Motorists Insurance

Co. and some London insurers that

believe insurance should be trig-
gered when an injured claimant is
exposed to asbestos are expected to
fight the decision. If post-trial mo-
tions fail, they will appeal the case
to the First Circuit Court of Ap-
peals before Sept. 14.

Legal experts mulling over the
Eagle-Picher outcome do not agree
on the decision's significance. Some
hail it as a major victory for mani-
festation supporters. Others con-
tinue to believe that the exposure
theory will prevail.

Continued on page 25
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Employers might join forces
to fight new pension liabilities

By JERRY GEISEL

WASHINGTON-Employer trade groups will meet
in Washington next month to map out a possible attack
on the Multiemployer Pension Amendments Act.

Representatives of the American Meat Institute, the
National Meat Assn., the Food Marketing Institute, the
American Trucking Assns. and the National Automo-
bile Dealers Assn. will discuss what action to pursue to
change the law.

The meeting, tentatively scheduled for Sept. 17,
could be the first step by employers to form an associa-
tion or action group to lobby for changes in the 1980
law, which has saddled employers with massive pen-
sion liabilities they never bargained for when they
joined multiemployer plans.

, Insurers forming reinsurance pool
for pollution liability risks

Page 3

"Different groups may have different ideas on how
to handle the problem or what to do," said Richard
Taylor, a lobbyist for the National Automobile Dealers
Assn. in McLean, Va. "We want to find out if a com-

mon approach can be taken."
Some employers are becoming concerned as they dis-

cover that the Multiemployer Pension Amendments
Act of 1980 can add millions of dollars of new pension
liabilities to their corporate balance sheet if they with-
draw from a plan.

Trucking firms have bombarded Capitol Hill with
hundreds of letters beseeching their congressmen to
scrap or overhaul a key provision of the law. The pro-
vision makes employers liable for a share of a multiem-
ployer pension plan's unfunded liabilities if they leave

Continued on page 22

Pulling a switch to bring
therapy to employees

Page 3
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rupdate:
Asbestos trial judge appointed

Lloyd's '78 global results
Continued from previous page
Asbestos makers and two captive insurance companies will consti- show big aviation losses
tute one side, all the other insurers will form the other

Either side may file a challenge to Judge Benson's appointment
before Sept 3. According to court rules, each side may file one chal-
lenge apiece before an appointment is final By STACY SHAPIRO that profit, however Over a third of the profit-about

64 million pounds-was earned from investment in-

Illinois work comp pools begin LONDON-The aviation market at Lloyd's of Lon- come, Mr Green said
don has taken its first dive since 1957, according to the He added that if any profit is shown for the 1979 and

CHICAGO-The Midwest Industrial Management Assn and the newly released Lloyd's 1978 global results 1980 accounting years, investment income will be the

Chicago Midwest Meat Assn are Illinois' first two workers compen- The aviation market's underwriting loss ratio hit determining factor
sation group self-insurance pools to get off the ground. 100 9% in the 1978 underwriting year Claims soared to All of which is good news and bad news, Mr. Green

By the end of their first year, both pools hope to have 50 member 162 million pounds, with only 160 5 million pounds in said
employers The Aug. 1 start-up date for the pools follows a revamp- net premium to cover the losses

46Paradoxically, revenue from investment can de-

ing and easing of Insurance Department regulations for pooling, But while the aviation market experienced under- press insurance rates while at the same time keep profit
which were established last September when the state's workers writing turbulence, the overall 1978 global account margins at a reasonable level, and acceptable though lt
compensation reform measures were enacted shows a profit, which has taken underwriters and a few is as a means of temporary relief, it is no substitute for a

Other pooling arrangements by employers interested in sharing stockbrokers by surprise soundly based structure," he said

risks may be in the works, but none has made formal application to With a new premium income of 2.16 billion pounds "But that being said, the fate of the open years 1979
the Insurance Department and claims of 2.05 billion pounds, Lloyd's members and 1980 will depend almost entirely on investment as,

"against all predictions in returns for 1978, the last at this state, an underwriting profit for either of these

Illinois takes over insurer closed year of account, show a profit in excess of 174 accounts appears extremely unlikely."
million pounds, which in money terms is the highest to And although investment income is an important

CHICAGO-Poor reserving practices for long-tail casualty risks date," according to Lloyd's Chairman Peter Green factor, Lloyd's underwriters have always tried to steer

drove Security Casualty Co into state-controlled rehabilitation, ac- Investment income played a strong role in buoying Continued on page 22

cording to the Illinois Insurance Department
Security Casualty, founded as a mutual insurer in 1913, was do-

minated by Swift & Co, now owned by Esmark Inc., in the early CNA presses its suit
19605 Esmark gave up control of the company in 1971 Guard ready to put

From 1960 through 1968, however, the insurer underwrote a se- against former client
ries of excess-of-loss workers compensation and general liability re- bite on jewel thieves
insurance contracts, which are now beginning to show losses Cur-

, rent claims, on mostly per-occurrence, $1 million limit contracts, are over retro coverage
being paid, but questions about future losses prompted an Insurance By STACY SHAPIRO

Department review By LISA BERGSON
The department received a rehabilitation order from Cook LONDON-A sly, silent, slithering sentry, stand-

County Circuit Court last week when analysis showed the firm is PITTSBURGH-Despite one court ruling against it, ing 4 feet 6 inches and carrying no gun, guards the
111-prepared for future claims on these contracts, explained Deputy CNA Insurance Co is pressing a curious and, by all third-largest star sapphire in the world
Director Kenneth Smith accounts, unprecedented case against former policy- The guard, at the Sri Lanka festival in London, lS

Security Casualty late last year attempted to avoid rehabilitation holder National Steel Corp a colled cobra, which is posted at the glass display

proceedings by converting itself into a stock insurer with the help of The insurer claims to have made an oral pact with case containing the Jewel.
now-defunct investment bankers John Muir & Co The offering, National Steel that it would pay additional premiums The snake was hired by Sri Lanka's State Gem

however, failed to bring in the necessary capital on losses incurred but not reported between 1974 and Corp to guard the blue, 393-carat stone
1978-a so-called retrospective rating agreement Na- ( that is worth more the $2 7 million

Settlement of TMI suit proposed tional Steel, which has left CNA for INA Corp, flatly 6 "We arranged to get the cobra," said a
denies there was any kind of retro program, saying the -A spokesman for the Commonwealth

HARRISBURG, Pa -A federal judge may rule soon on a pro- insurance policy written by CNA was a guaranteed cost U Institute in London, where the gem

posed $25 million out-of-court settlement for alleged economic dam- contract. 5\ is on display "Apparently, it is tradl-
m.

ages following the 1979 accident at the Three Mile Island nuclear "I never heard of an insurance company selling a 53/ tional for gems and Jewels to be pro-

power plant retroactive cover by oral agreement, they usually like tected this way "

U S District Court Judge Sylvia H Rambo held a hearing on the to get everything in writing," remarks Clyde Arm- The early residents of the island of

proposed settlement Aug 24 and may give her findings as early as strong, an attorney with Pittsburgh-based Thorpe, Ried , ««r-- Ceylon, which is now the

mid-September, according to her law clerk. and Armstrong, representing National Steel in the hti- /m nation of Sri Lanka, used

The suit names General Public Utilities Corp, Metropolitan gation
cobras and other snakes to

Edison Co, Jersey Central Power & Light Co, Babcock & Wilcox "It's a unique case,' concurs one witness, Duane I (Wl guard caves and under-

Co, J Ray MeDermott & Co and Catalytic Inc as defendants The Allen, assistant treasurer of Hanna Mining Co, who ground passages that con-

suit represents all people and businesses within a 25-mile radius of ran the captive to which CNA ceded 90% of National \51 z tained hidden treasure, accord-
the nuclear plant Steel's basic coverage in 1978 ing to experts at the British Mu-

American Nuclear Insurers and Mutual Atomic Energy Liability Nonetheless determined to recover the estimated $3 -MA->.seum
Underwriters are providing liability coverage for the defendants. million that CNA paid for the steel company's long-tail Z,/ 7----9-\ Today, however, a

If approved, the settlement will provide $20 million for economic losses, largely stemming from comprehensive general 801 -40AVA cobra guards the sapphire
expenses and $5 million for radiation monitoring, medical research hability that included auto, the insurer recently filed a - k»1489-<752 ¥1 only when it is on display
and public education motion for a new trial in Western Pennsylvania's U S ·/»·-V¢K\ 1/A=*/W outside Sri Lanka. says

District Court. The move comes Just weeks after a judge \- m-/.64 Bandula Weerasinghe, as-

New Illinois exchange rules
of that same court directed a verdict for National Steel \ZIL).* :...,;*=1 Continued on page 24

Continued on page 26

CHICAGO-Gov James R Thompson has signed amended legis-
lation designed to "clear up questions" and speed the opening of the
Illinois Insurance Exchange POSA fights state efforts

With the amendments, exchange syndicates will be permitted to
incorporate under the Illinois Insurance Code to operate on the ex-
change only, without being considered domestic insurers

It also gives the Insurance Department authority to liquidate in- to investigate its records
solvent syndicates, something which had never been spelled out, an
exchange spokesman said. Reinsurance intermediaries also will be
allowed to operate as exchange brokers. NEW YORK-Panamanian rein- of Latin American and European The former principal of POSA of

surance agent Promotora De Occi- fronting reinsurers during the Panama, Pedro Reyner, allegedly

Louisiana official convicted dente de Panama SA, ltS New market crunch in the mid-1970s abandoned the firm in 1980 when

York service office and consultants POSA records released earlier by Messrs Newman and Karlinsky

NEW ORLEANS-Former Louisiana Commissioner of Adminis- Karnew Intermediaries are fight- Promotora De Occidente (New and other associates offered to buy
tration Charles E Roemer and Carlos Marcello, a reputed crime ing state Insurance Department ef- York) Ltd, a service firm managed it from him Since then, Promotora
syndicate figure, have been convicted of conspiring to use kickbacks forts to examine their records as by the principals of Karnew Inter- De Occidente of New York has
and bribes to obtain a state insurance contract part of an ongoing investigation mediaries, Raymond Karlinsky been managing the accounts and

Evidence gathered through the FBI's Brilab probe and introduced The department has subpoenaed and Maurice Newman. indicated payments from reinsurers
during the four-month trial showed that the men were involved in a books and records of the group to the firm handled about $80 million Reinsurance payments, however,

scheme to award state contracts to a phony insurance company  track business production, pre- in reinsurance premium, but indus- have been slow, according to Mr
through a $25,000 bribe. mium volume, fronting insurers, try sources have charged the man- Newman, and reinsurers have

retrocessions and balances for the aging general agency in Panama raised questions about their respon-

index
Panamanian Intermediary, which was the focal point for more than sibility for some of the contracts.
provided reinsurance for a variety $500 million (BI, July 13). Last week, POSA representa-

tives filed a motion in New York

County Supreme Court to quash
Around the states 8 Vol 15, No 35-Business Insur-
BI ticker 27 ance (ISSN 0007-6864) is published

errors & omissions the Insurance Department sub-
poena seeking their records, ac-

Books & ideas 18 weekly at 740 Rush St, Chicago, cording to Paul Altruda, associate

Classifieds 24 Ill 60611 Second-class postage is • Investment income less expenses in 1980 for the First State Insurance attorney for the Insurance Depart-
Comings&goings: buyers 19 paid at Chicago, Ill, and at addi- Co. was S10 7 million, not $133 million as stated in the Aug. 10 Excess/Sur- ment The motion asked the court
Comings&goings: industry 13 tional mailing offices Postmaster plus Spotlight Report The $133 million is the company's investment port- to decide whether the Insurance
Datebook 19 Send address changes to Business folio in 1980. First State Insurance Co. and its underwriting manager, Ca- Department has the authority to
Editorial opinions 6 Insurance, circulation depart- meron & Colby Co., were purchased by The Hartford Group in 1971, not demand the records.

I

Insurance services guide 25 ment, 740 Rush St, Chicago, Ill, 1977 as stated Meanwhile, a New York grand

Letters 6 60611 Copyright 1981 by Crain jury continues to investigate

Perspectives 17 Communications Inc • The Central National Insurance Co of Omaha. Neb, says it is not PC)SA's operations, both inside and
Washington 12 underwriting back-dated liability insurance for the MGM Grand Hotels as outside the United States, and for-

reported m BI Aug. 24 Continued on page 26
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Insurers form pool
for toxic waste risks

By EILEEN NORRIS

CHICAGO-A number of leading insurance companies are breaking
ground for what they hope will be an olympic-size reinsurance pool to
accommodate hazardous waste liability risks.

And, while this exclusive club wants only solvent and reputable insurers
as members, the entire American insurance industry is being invited to
join.

The Pollution Liability Insurance Assn., a newly formed organization of
eight as yet undisclosed property/casualty insurers, has plans to lure an-
other 20 to 30 insurers into the pool, says Ambrose Kelly, acting secretary
of the association. Mr. Kelly is manager of the Mutual Atomic Energy
Reinsurance Pool in Chicago and general counsel for the American Mutual

Continued on page 23

Samsonite sues insurer

for larger comp dividend
By RHONDA L. RUNDLE

DENVER-Claiming it was
misled by policy renewal letters,
Samsonite Corp. is suing Liberty
Mutual Insurance Co. for a larger
dividend on a California workers

compensation policy.
Samsonite believes it is owed

$50,404 in dividends based on a pre-
mium adjustment formula and
other factors used by Liberty Mu-
tual in a 1975 renewal letter, pre-
pared at the start of a three-year
policy term.

"We are also fighting for a prin-
ciple-that we had a contract with
our insurer," says Glenn Worrell,
director of administration and risk

management for Samsonite. "We
feel we were misled even if the law

is on their side."

The policy, which covered work-
ers compensation and employers li-
ability for a Samsonite subsidiary
in California, included a standard
participating provision. Under such
a provision, a policyholder with fa-
vorable loss experience may earn a
partial premium return, called a

dividend, which is paid out of an
insurer's surplus.

Mr. Worrell claims that Liberty
Mutual is hiding behind a Califor-
nia statute that prohibits insurers
from promising to pay dividends
when a policy is signed. "Our re-
newal letter never points out that
factors they used to adjust the pre-
mium are examples only," Mr.
Worrell says.

But Liberty Mutual denies that
its renewal letter to Samsonite was

misleading. One of two explicit
statements in the letter reminds

Samsonite that: "No right to a divi-
dend can accrue until the directors

have determined that California-

earned surplus is available and
have declared the dividends by res-
olution after the policy has ex-
pired."

"Dividends are highly specula-
tive, they are not a binding agree-
ment," says Richard W. Laugesen,
Liberty Mutual's attorney in the
case. "Companies cannot rely on a
dividend; if they do they are very
naive."

Continued on page 23
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Pulling a switch
Bringing therapy
to employees

By EILEEN NORRIS

BRISTOL, Conn. The Gen-

eral Electric Co. plant in Plain-
ville, Conn., estimates it has
saved at least $33,000 since it de-
cided a year ago to pull a switch.

General Electric had been pay-
ing for its injured employees to
take taxi cabs to a nearby hospital
for physical therapy. That cost
the company about $11 a round
trip, not including the hospital's
charge for the treatment.

The expense didn't stop there.
The employee was usually off the
job about three hours, at an esti-
mated cost to the employer of
about $40 an hour.

Then GE signed up with New
Frontiers Medical Associates, a
firm that prides itself on bringing
rehabilitation treatment, com-
plete with therapist and equip-
ment, right to the industrial
worker's daytime doorstep.

Rather than have the em-

ployee take public transportation
or drive to a doctor's office an

hour or more away, the worker
need only walk steps to the in-
house treatment room, says Bruce
M. Worley, a physical therapist
who started the business a year
ago with industrial engineer
Wendell R. Smith.

"The employees seem to love
it," says Bill Gantt, manager of
environmental health, safety and
protection for the Plainville GE
plant. "They like the fact that it's
an independent opinion of the in-
jury and they especially like the
fact that they can get treatment
for injuries not related to their
job even if it means making up
the time on the job."

Weber Erickson Hallett Allen

Know a great risk manager?
Nominate him for Bfs award

CHICAGO-The competition for the 1982 Business
Insurance Risk Manager of the Year and Risk Manager
Honor Roll is under way.

Nominating forms are now available to individuals
who want to nominate an outstanding risk manager to
be the 1982 Risk Manager of the Year or to be named to
the Risk Manager Honor Roll.

The winner of the competition, now in its fifth year,
will be selected by a panel of 10 outstanding judges who
will score the candidates on how well they fulfill nine
criteria established for determining the performance of
a risk manager (see box, page 23). The candidate with
the highest overall score based on information submit-
ted in the nomination will be named Risk Manager of
the Year.

As instituted last year, all the nominations will then
be segregated by type of employer: corporations with
sales exceeding $300 million and more than 1,000 em-
ployees; small corporations with less than $300 million
in sales and fewer than 1,000 employees; government
entities; and not-for-profit or tax-exempt institutions.

The highest scorer in each of the three areas not repre-
sented by the Risk Manager of the Year will be named
to the Risk Manager Honor Roll, guaranteeing that all
candidates have an equal chance to be recognized for
their exemplary performance.

Business Insurance created the Risk Manager of the
Year competition in 1978 to increase recognition of the
risk management profession and to single out outstand-
ing performances in risk management. The risk man-
agement programs of each of the winners is described
in articles in Business Insurance and each winner is

presented with a plague.
Previous winners of the Risk Manager of the Year

honor are:

• Howard T. Weber, director of insurance for 3M
Co. in St. Paul, Minn., in 1978.

• Edward L. Erickson, director of insurance for
American Broadcasting Cos. in New York, in 1979.

• Thomas V. Hallett, director of risk management
for General Motors Corp. in Detroit, in 1980.

Continued on page 23

Photo: New Frontiers Medical Associates

Bruce Worley uses an ultrasound instrument to treat an
employee's sprained knee.

The plant, which has a $19 per
employee visit agreement with
the medical group, saved the
$33,000 in lost time and taxi fares.

New Frontiers also treats

workers at United Technologies
Corp., a subsidiary of Pratt &
Whitney, in North Haven, Conn.,
where some 2,000 workers are

charged with light to heavy lift-
ing of expensive aerospace prod-
ucts.

The in-house therapy has saved
the company in lost time, said its
medical director, Dr. Robert
Newton, and it also allows work-
ers the incentive to have in-

Continued on page 26

Tax break makes

child care benefits
more attractive

By MARGARET LeROUX

WASHINGTON-A provision in the recently enacted tax-cut law makes
child care financial assistance a more attractive employee benefit.

That's the assessment of benefit consultants who say they will recom-
mend it to their corporate clients.

The provision makes monetary assistance from em-
ployers to their employees for child care expenses a
non-taxable employee benefit. Previously, such as-
sistance to employees was considered taxable income f
by the Internal Revenue Service.

"It means child care assistance can be treated like

any other employee benefit," said Michael B. Jones,
a partner with Hewitt Associates in Lincolnshire, Ill.
"It makes it more attractive for employers who were
hesitant to offer the benefit because of taxability
.questions."

"The new legislation makes child care assistance
ideal for a flexible benefit situation," said James ' \ ,
Brennan, vp at Towers, Perrin, Forster & Crosby in
New York. "It should be popular with employees
who can take advantage of it." 1

TPF&C will recommend child care assistance

as a benefit to their corporate clients, Mr. Bren-
nan added.

The provision "certainly is an impetus to
offering child care assistance as an employee
benefit," said Carole Rogin, executive direc-
tor of the National Assn. for Child Care Management, a Wash-
ington-based trade association of professional child care provid-
ers.

"In our discussion with corporate purchasers of professional day-care
programs, the issue of taxability was a problem," Ms. Rogin said, "because
child care assistance was not referenced in the IRS list of fringe benefits.

"The new legislation clarifies it," she continued. "It goes a step or two
toward making child care assistance more affordable for employees and an

Continued on page 24
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Successful step-by-step techniques are revealed to
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Rail workers to pay
into pension system

By STEPHEN TARNOFF

Emplcyees of the nation's rail-
roads will begin contributing a por-
:ion of their wages to help make
:heir pension system solvent again.

Under the plan, agreed to by em-
ployers and union officials and au-
ihorized by recent federal legisla-
sion, the employees' unions will
contr.·bute 2% of a maximum

$1,850, or a maximum $37 per
month. Employers will provide an
additicnal 2.25% to the 9.5% of pay-
roll they already contribute-a

maximum of $40.75 extra per
month.

The pension system was operat-
ng at a 4% deficit caused by "insuf-
ficient funding to cover benefits
coupled with immediate cash-flow

0 ..

...

problems," said Richard I. Kilroy,
new president of the Brotherhood
of Railway & Airline Clerks. 9

The shortfall Was fueled by in-
creasing pensions, a stagnant rail-
road industry, inflation, cost-of-liv-
ing hikes for pensions and the fail-
ure of the government to meet cer-
tain financial obligations, he said.

He said employees had contri-
buted to the plan on a 50-50 basis
until 1974 when they were no
longer required to make financial
contributions.

All railway employees, union
and non-union, are affected. ,

BRAC and five other unions also

are reportedly considering with-
drawing from the current group
health insurance program with The
Travelers Insurance Cos. and ob-

taining their own coverage. ,
BRAC is the union most commit-

ted to withdrawal, though the five
others have served notice to the

railroads that they are considering
the same action.

The five unions reportedly in-
clude the International Brother-

hood of Electrical Workers, the In-
ternational Assn. of Machinists &

Aerospace Workers, the Brother-
hood of Railway Carmen of the
United States and Canada, the
Sheet Metal Workers International

Assn. and the Brotherhood of

Maintenance of Way Employees.
Mr. Kilroy said some of the

unions whose employees face less
risk believe they can get more in-
surance or a reduction in premiums
by going out on their own.

"We feel we have been subsidiz-

ing other groups and that we can do
better by going elsewhere," said
another BRAC official. Despite the
assumption that BRAC might
change its position with the recent
succession of Mr. Kilroy to the
union presidency, BRAC officials
confirmed this week that the union

was still "very much" interested in
withdrawing from the national
health plan (BI, March 2).

Mr. Kilroy said negotiations with
employers could break down over
the health benefits issue.

He said the union has conducted

studies and received proposals from
several insurance companies.

Spokesmen for the other unions
were not as committed as BRAC to

leaving the group plan, but said
they seek additional benefits.

"We're not necessarily seeking to
withdraw," said George DeHague,
railroad coordinator of the Interna-

tional Assn. of Machinists & Aero-

space Workers.
However, Mr. DeHague said the

union's course will depend on ne-
gotiations and what the union feels
is in its best interest. If the feeling
is that more benefits can be

achieved by going to an individual
plan, it could do so.

jerry Myford, director of em-
ployee benefits for the National
Railway Labor Conference, the
railroads' bargaining arm, said that
besides BRAC, "no unions per se
have stated categorically that they
wish to withdraw."

Approximately 17 railway
unions have been covered under

one national health and welfare

policy since 1955
Another BRAC union official

said that his union as well as other

unions are seeking approximately
17 standardized changes in the cur-
rent health insurance and medical

coverage package.
Among them are full payment

for ancillary hosptial charges (mis-
cellaneous hospital expense allow-
ance), a prescription program, re-
ductions in the deductible on major
medical benefits, elimination of re-
strictions on maternity benefits, an
extension of the benefits to spouses
and dependents, a dental plan and
a vision care program. .
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Now more than ever, Blue Cross
and Blue Shield Plans are eliminat-

ing claims processing pape,worit

With Blue Cross and Blue Shield
coverage, your company and employ-
ees have never had to do the paperwork
for most basic services provided by
hospitals and doctors. They fill out the
claims for you.

Now, the use of electronic systems
to receive and transmit claims infor-

mation is rapidly expanding among
Blue Cross and Blue Shield Plans and

is eliminating paperwork in a new way
Last year, more than 48 million claims
were received using the new system.
Through relationships with hospitals,
physicians, and pharmacists, computer
terminals and other data exchange
systems are linked up with Blue Cross
and Blue Shield Plans, allowing for
this advance.

Now the time needed to process
claims is greatly reduced by electronic
transmitting. It minimizes errors, allows
for on-line correction, and generally

helps keep down the cost of administer-
ing health care coverage pr6g rams.
This puts your coverage dollars where
they should be, in benefit costs and not
administrative costs.

This new paperless claims process-
ing capacity cannot be matched by any
other health insurance carrier.

Write for the new booklet,
"The Best You Can Do For Your People.
And Your Company" Box 8008,
Chicago, Illinois 60680.

'J

® Registered Service Marks of the Blue Cross Association
®'Registered Service Marks of the Blue Shield Association

-      Blue Cross®mrBlue Shield®,

The Best You Can Do ForYour People. And Your Company.
-
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editorial opinions letters

Busmess Insurance wekomes letters from 1ts readers Please keep your com-
ments as brzef as possible We reserve the right to edtt letters for clantv or space

\H
• Please send your comments to Letters to the Editor, Business Insurance, 740 N

Rush St, Chicago, Ill 60611

VIYEAIKthU.Y. The challenge of self-funding
1,10%1'FiFF
1\monr>. -- -- -U- -te To the editor Your recent edito- ages, not to mention improving the

\Wr' 17/ rial, "Worst suspicions" (BI, Aug quality of services through unbun-
10), concerning the San Jose re- dled programs

11 /1/1'1 serve fund raid, raises some serious SIR and self-funded programs
concerns are vital to help reduce or contain

Stating that the argument against the tax burden on local citizens
government self-funding will be and for many entities they are Just
fueled by this event is undoubtedly plain good business

1 true However, your editorial also The challenge to government

=5 appears to fuel that argument risk managers is to develop Justifi-
There is no question that the San able reserve practices and educate

1 1 /11; Judgment in this instance, but to dangers and, in some cases, illegali-
1 1/jA catapult the argument against gov- ties of tampering with these funds

6/

Jose City Council exercised poor their boards and councils on the

ernment self-funding because of Incidentally, has anyone thought
1 only one instance poses a serious about the potential liability of pub-

threat to a very important option lic officials who jeopardize their

'Ct\\1(3*$4 iN$JJ,#C* - 1 for local governments entity's fiscal soundness through
For many large entities, self- this type of action?

funding lS the only way to escape John F. Janzen

the excessive overhead and admin- Risk Education & Research Center

A modern fable
istrative costs of first-dollar cover- Eugene, Ore

Risk manager gets royal treatment
REMEMBER THE LITTLE BOY who cried "Wolf" responsibilities slide To the editor A very nice gesture half-hour we discussed the various

once too often'> As Ms Norris reported last week, few TSDF opera- was made by Liberty Mutual Insur- insurance issues affecting the coun-
Nobody listened tors have lined up outside consultants to perform the ance Co in response to my being try
The federal government may find itself in much the elaborate risk assessment testing most insurers are ex- named to the Business Insurance Mr Bradshaw also presented me

same situation if it continues to postpone the comph- pected to demand before accepting a hazardous waste Risk Manager of the Year Honor a certificate which reads
ance deadline for hazardous waste liability insurance risk Roll in the public entities category. 44In recognition of the outstand-

As reported last week by Associate Editor Eileen There are an estimated 8,000 to 40,000 companies that On July 6, Liberty Mutual Assis- ing accomplishments of Robert M
Norris, the deadline for the nation's several thousand will need pollution policies under the EPA regulations, tant Vp James Schaarsmith, ac- Bieber as director of risk manage-
hazardous waste treatment, storage and disposal facil- but experts estimate that fewer than 100 companies count representative Frank Dono- ment, Westchester County, and in
ity (TSDF) operators to buy sudden and non-sudden have contracted for an independent rlsk assessment hue and I boarded Liberty Mutual's honor of his selection to the 1981
pollution liability coverage has been pushed back survey of their premises. corporate Jet at Westchester Business Insurance Risk Manager
again-the third time in a year Several large TSDFs have said they plan to self-in- County Airport and flew to Boston, of the Year Honor Roll-Public

This time the Office of Management and Budget has sure for pollution liability risks and, therefore, are followed by a lovely dinner at Pier Entities "
"raised some questions" about the Environmental Pro- doing their own risk testing, but that still leaves many 4. We then proceeded to the airport
tection Agency's requirements But, claiming that the TSDFs doing nothing yet The next day we met Melvin B and flew back to Westchester
information is confidential, no one at the EPA or OMB Do these TSDF operators need a government order Bradshaw, chairman of the board County Airport on the corporate
will say what kinds of things are now being ques- to take the responsible step of assuring that the waste and chief executive officer, at Lib- jet, ending a very nice overnight
tioned stored at their sites is not posing a threat to the en- erty Mutual's home office trlp

But the rationale behind the delays really doesn't vironment, and more importantly to future generations Mr Bradshaw congratulated me Robert M. Bieber

seem too important With or without a logical explana- of nearby residents, on the honor bestowed upon me by Director of risk management
tion for the compliance delays, TSDF operators are We think not Business Insurance and for about a Westchester County, N Y
reacting hke the villagers in the wolf fable They In fact, we think TSDF operators should be embar-
aren't listening rassed that the government has had to step in to order Pictured risks may not be so obviousNo one, not the large operators who hope to win them to do what is just good risk management Make
EPA approval to self-insure or the small and medium- sure their operation is safe and provide for proper re- To the editor. You fooled me ties pictured (constricted traffic, re-
sized operators who most likely will have to purchase lief of those injured if there should still be an accident The Aug 3 issue of Business Insul·- stricted driver vision and driver di-
the coverage from commercial insurers, is willing to despite necessary precautions ance posed the question "What's version of attention all with no
make any moves toward compliance until the EPA can It's Just like the villagers in the wolf fable Sure, the the risk pictured here?" with a apparent special traffic controllers
say once and for all what it wants little boy was wrong to mislead the townsfolk about the photo of a man Jumping into an air present).

In the meantime, it's possible more Love Canal situ- danger of a wolf preying on the flocks But if the shep- bag I guess there's more than one risk
ations are brewing at unsafe disposal sites while the herds were doing a good, responsible Job, shouldn't they I presumed a trick question so I pictured
EPA dallies on its regulations, and some TSDF opera- have made sure the grazing area was safep Did they started looking for the less-than- Warren D. McPherson
tors take advantage of the procrastination to let their need an outsider to tell them? obvious and answered the apparent Insurance consultant

traffic hazard posed by the activi- Fredonia, N Y

the nattonal newsweekly of lossbusiness insurance® pre:entton, nak financing Mandate distorts rehabilitation efforts
and beneht management

To the editor Emphasis on state- designed to satisfy both the disa-
mandated rehabilitation programs bled worker and the referring in-

G D CRAIN JR founder (1885-1973) in California (BI, July 6) represents surer or self-insured To ignore the
MRS G D CRAIN JR S R BERNSTEIN RANCE CRAIN a situation where compliance ob- interests of either brings the reha-
chairman of the board Chairman, executive committee prendent scures and distorts true rehabilita- bilitation effort to a halt

KEITH E CRAIN DAVID J CLEARY JR ALFRED MALECKI tion efforts Eric Wissel
vlce chairman executive vp-general manager up-publisher (New York) Rehabilitation can and has sue- Assistant vp

ceeded to the benefit of all parties General Rehabilitation
KATHRYN J McINTYRE, ARM, editor (312-649-5286) in a voluntary setting In this con- Services Inc

LORRIE GAWLA, managing editor (312-649-5278) LENSTRAZEWSKI, sentored:to,(312-649-5393) text, programs and services are Villanova, Pa
JERRY GEISEL, Washington editor RHONDA L RUNDLE, West Coast editor LISA BERGSON, New York bureau ch:ef JAMES M BURCKE, copv edittor
JOHN MAES, asslitant features editor DAVE GALANTI, Agent/Broker Topics editor Assmates New York-JAMES C LAWSON, JOHN W MILLIGAN
Chicago-EILEEN NORRIS, STEPHEN TARNOFF Dallas--STEVE SHERWOOD Edttonal/research asmtant CLAUDEME DAMPIER Washington-MAI- Tort reform makes gains in some states
SIE LEE (reporter/researcher) MERRILL S SALTZMAN, graphiCS editor/productton manager JOE FARACI, co,porate art director MILT PRIGGEE, edito-
nal cartoonist MARY CAIRNS, photographer LESLIE GIGNILLIAT, CHRIST[NE PERRY, editorial production asmstants DOROTHY PARR SNOWDEN, To the editor Despite "cold- year prescription on Jobs arising
proofreadier Correspondents. undon-STACY SHAPIRO, 25 Bedford Square, London WCiB 3HG (01) 637-7961 San Fnnctsco-CAROL G BLITZER (415- water treatment by some legisla- from federal regulations326-5429) Southeast-MARGARET LeROUX (919-933-9106)

tures, it would seem that more Even slight gains should not be
DONALD A WALSH, adverteng director states are considering tort reform allowed to go by the wayside The

New York (212-210-0133) legislation at every session, with consensus seems to be that legisla-
ROBERT L NIESSE, RONNIE I DRACHMAN, many states apparently getting the tures need a better understanding

Mtiwest sates manager-Chkago (312-649-5276) director of communicarzons (212-210-0132) two opposing sides at least to the of the issue
Adverteng dwtnct managers New York-CHARLES A HORVATH, JACK FORREST, TIMOrHY O'HARA Chlcago-DON MAHLMEISTER Assistant to conference table (BI July 27) We would hope that the state bar
adverteng director Los Angeles-LORI WEINSTEIN, New York-CONNIE MELE Productwn manager Chicago-FRAN PRYBYLO Promotton/research

One of the provisions that should associations as well as the 1ndepen-ass:stant New York-JOYCE BAIDA Seeetary to the publwher New York-ANN VAZQUEZ Secretary to sales department Chicago--CELIA MALOUHOS
Class:fled sates Ch:cago-BARBARA TOSHEFF be given attention is if the produc- dent insurance agents would ap-

tion of an article is in compliance point leaders to let no legislator feel
Published by Crain Communications Inc, Chicago TODD E FANDELL, Corporate ed:tor ALFRED MALECKI, J J GRAHAM, S E COHEN, LOUIS F DE wlth mandatory government con- that he will not be given full 1nfor-
MARCO, WILLIAM STRONG, ROBERT W KRAFT, STEPHEN D GILKENSON, ARTHUR E MERTZ, JOE CAPPO, CHUCK LAUER, ERNIE ZIELASKO, tract specifications, It seems to me mation on the subject The plaintiff
tnce prendents, JAMES M FRANKLIN, up-finance and admmistratton, MERRILEE P CRAIN, secretan/, MARY KAY CRAIN, treasurer

that the states should pass manda- lawyers are actually in a minority
tory state contract specifications If and simply have a lot more money

Published weekly at 740 Rush St, Chicago, Ill 60611 (312-649-5200) Offices 220 East 42nd St, New York, N Y 10017 (212-210-0100), Suite 515, National Press
Building, Washington, D C 20045 (202-638-5300), 6404 Wilshire Blvd, Los Angeles, Calif 90048 (213-651-3710), 5327 N Central Expwy, Suite 200, Dallas, Tex the state acts are pretty much the to spend on defeating reform legis-
75205 (214-528-3561) $l a copy $30 a year in US Canada and all other foreign add $14 for surface mall Europe and Middle East only add $32 for air delivery same as the federal act, the state lation Now that we are at a talking
First-class mall to Canada only, add $36 WILLIAM STRONG, up-(Mutation BARBARA RANDICK, circulation manager ROGER DiGREGORIO, futhitment courts should within reason decide stage, we hope that all right-think-
director Circulation dept-Ch,cago (312-649-5227) Four weeks' notice required for changeof address Send subscription cormspondence to Ciroulation dept„ along the same line as the federal ing agents and attorneys will lendBusiness Insurance, 740 Rush St, Chicago, Ill 60611 or phone 312-649-5221 Telex 25-4248, Cable CRAINCOM Microfilm copies are avallable from University

cases their active supportMicrofilms, 300 Zeeb Rd, Ann Arbor, Mich 48013 Microfiche copies available Bell & Howell, Micro Photo Division, Old Mansheld Rd, Wooster, Ohio 44691
There seems to be no doubt that a John Singreen

Member of Business Publications Audit of Circulation *ABP 10-year prescnption is pretty much Singreen Agency
acceptable to both sides with a 20- New Orleans
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The shortest distance
between two ideas isit
always a straight line.
A problem that seems to defy solution often yields to a flexible line of
thinking. At Johnson & Higgins we try to find a new approach by enriching
frames of reference. So we dig. We listen. We reorient. And, sometimes, by
deliberately pursuing a tangent, we find ourselves headed directly toward a
unique answer. An example: the J&H captive program for the National
Association of Mutual Savings Banks.

The NAMSB Risk Management Program: Implemented through an
industry insurance company managed by J&H, the program has attracted
two-thirds of the nation's mutua/ sauings banks. The NAMSB captiue
created an a/ternatiue vehicle for real estate inuestment protection when
traditiona/ sources of couerage didn't measure up. For information on
association captiues, write or call any J&H o#ice.

Johnson*Higgins
The Ptivate Insurance Broker.

Thinking in a different dimension.

RISK AND INSURANCE MANAGEMENT SERVICES, EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING THROUGHOUT THE WORLD.
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J Check us out ...

Rf Alarm Company Liability (including Errors & Omissions).
[* Security Guard Liability.
f Police Professional Liability.
64 Municipal General Liability.
[f Public Officials Errors & Omissions.

1-800-531·7205 • 1-800-531.7224 • 1-800-292-5721 (Texas only)
Bayly, Martin & Fay/San Antonio
RO. Box 17800

San Antonio, Texas 78217

Johnl/. Brennan, President of U.S.
Aviation Underwriters, America's largest
insurer of corporate aircraft:

"Business aircraft have never been
built better- and safer- than they are
today. However, due to their complexity
and high performance, pilot training has
never been more critical.

"Nine out of every ten aircraft
accidents have pilot-related causes. We
strongly urge our policyholders to take
regular refresher training programs
using simulators that represent their
exact make of aircraft.

"Why simulators? Our experience

Texas court limits

product liability suits
AUSTIN, Texas-The state Su-

preme Court has ruled that people
injured by products manufactured
by dissolved corporations can only
sue shareholders for three years
after dissolution.

The decision, handed down last
month, involved a repairman who
was permanently injured when a
defective valve in an elevator pit
caused an elevator to fall on him.

The injury occurred 11 years
after the manufacturer went out of

business. In a suit against the origi-
nal shareholders, the Supreme
Court interpreted the Texas Busi-
ness Corporation Act to prohibit
such actions.

It also rejected applicability of
the long-standing "trust-fund" doc-
trine that permitted creditors to
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shows that simulators are the safest
possible training environment. They
enable pilots to practice and perfect all
normal and emergency procedures
under controlled conditions. The
alternative of training in the aircraft is
hazardous and necessarily incomplete
- in addition, it wastes fuel.

"Typically, the cost of refresher
training for two pilots is less than the
cost of one back-up flight instrument.

FlightSafety
international

"I insist that the pilots who fly our
own company jet take simulator
training twice each year- the same as
airline pilots. We do our training with
FlightSafety"

FlightSafety international®is the
world's leading aviation training
organization and ofers simulator
training programs for almost every type
ofjet and turboprop business aircraft.
For more information call Jim Waugh,
V.R. Marketing at (212) 5654120 Collect
or write FlightSafety International,
Marine Air Terminal, LaGuardia
Airport, Flushing, N.Y. 1 1371.

around

the states
pursue corporate assets held by
shareholders upon dissolution.

"Article 7.12 expresses a legisla-
tive policy to restrict the use of the
trust-fund theory to pre-dissolution
claims and to protect shareholders,
officers and directors of a dissolved

corporation from prolonged and
uncertain liability," the court said.

Interim increase
SACRAMENTO, Calif.-Yield-

ing to pressure from the governor's
office and the medical profession,
the California Division of Indus-
trial Accidents has granted an in-
terim 30% hike in the official medi-
cal fee schedule, effective Sept. 1.

The division had ordered a 33%
increase to begin Jan. 1, but the de-
cision reportedly angered doctors
who argued that it did not comply
with the statutory requirement of
biennial adjustments. The most re-
cent change was July 1, 1979.

The change reportedly creates
problems for insurers and em-
ployer claims personnel who will
be forced to use three sets of con-

version factors for payment of
medical treatment over the next
several months. The increase will

reportedly cost $40 million in addi-
tional medical costs in the last four
months of the year, according to
the California Workers Compensa-
tion Institute.

The proposed 33% increase
would have increased payments by
insurers to physicians $130 million
above the 1981 level and increased

employers' compensation costs an
average of 6.8%, according to the
Workers Compensation Rating Bu-
reau. The impact on employers
would have been mitigated, how-
ever, by an overall decrease in
workers compensation premium
rates scheduled for Jan. 1.

Third-party liability
DENVER-The state Court of

Appeals has ruled that bystanders
who help a drunk start a car may
be liable for damages if it is later
involved in an auto accident.

The court ruled on a suit filed

against two tavern owners by a
man seriously injured in an auto
accident. The owners had refused

service to the man responsible for
the accident because he was drunk,
but they helped start his car.

The man subsequently rammed
the car in which the plaintiff was
riding, seriously injuring him and
killing the driver. According to the
court, the man was driving at a
high speed and was on the wrong
side of the road.

The decision said that in this case
the defendants performed an affir-
mative act that could be construed
to have set in motion forces involv-
ing an unreasonable risk of harm to
the plaintiff.

Official promoted
LITTLE ROCK, Ark.-Reva

Fletcher, who was hired by the
state Insurance Department as a
secretary in 1957, has been named
deputy commissioner by Commis-
sioner W.H.L. Woodyard III.

Mrs. Fletcher has served as li-

censing supervisor, administrative
assistant for property/casualty and
assistant commissioner in charge of
compliance. As assistant commis-
sioner, she assisted in the depart-
ment's implementation of the com-
petitive rating system and "easy-to-
read" insurance policy legislation. •
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Some people
dodt become

educated

until its

too late!

ANNUITY SETTLEN. TEXTS
the intelligent alternative
to lump-sum payments.

• DAVID V. RINGLER
• PATRICK L. KELLY
• ROBERT C. BLATTENBERG

1300 Quail, Suite 201, Newport Beach, CA 92660
(714) 833-1821

RINGLER ASSOCIATES

INCORPORATED

OFFICES:

NEWPORT BEACH, CHICAGO,
ORLANDO, NEW YORK AND
AILANTA.

• CECIL MATHEWS

• JACK BROWN
2 North LaSalle Street, Suite 1900, Chicago, IL 60602
(312) 332-0427

• CURT WIGGINS

4230 Winbrook Lane, Orlando, FL 32807
(305) 678-7666

• PAUL A. HOFFMAN

116 John Street, Suite 800, New York, NY 10038
(212) 732-0380

• BRUCE T. WOLFE

1742 Withmere Way, Atlanta, GA 30338
(404) 393-3737
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safer
Directo

and Officers
If corporate heads have become more visible these days, we'd like to

think our D&0 insurance has helped.
Nobody, but nobody, can match our record in handling claims

against Directors and Officers.
It's not magic.
It's experience. Fifteen years of it. And in that fifteen years,

American Home/National Union has been faced with and has resolved
almost every problem imaginable.

So ifyou get into a particularly sticky situation, chances are it's
already old hat to us. And if it isn't, nobody has a better chance of com-
ing up with a creative solution.

1
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Another thing. Our underwriters are seasoned professionals, dedi-
cated to this type ofinsurance. Not part-timers trying to sandwich you
between other types of coverage.

And nobody can offer our American International Global D&OSM
coverage. Which is important when you consider more and more execu-
tives are finding out they can get sued overseas as well as back home.

All these reasons explain why so many blue chip companies insure
with our companies.

And why so many Directors and Officers feel more secure doing
business with us.

The AIG Companies.
Let us take the risks.

For more information about D&O insurance, contact American International Group, Dept. A, 70 Pine Street, New York, N.Y. 10270, (212) 770-6507 or 770-6504.
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Labor Department drafts abortion benefit rule
By JERRY GEISEL

WASHINGTON-Proposed reg-
ulations would require federal con-
tractors to provide limited abortion
benefits to employees.

The Labor Department last week
proposed that federal contractors
pay for abortions, if the woman's
life is in danger, on the same basis
they cover other sicknesses.

The proposal essentially follows
Equal Employment Opportunity
Commission guidelines on the 1978
Pregnancy Discrimination Act,
which requires firms to provide eq-
uitable health insurance benefits
for pregnancy-related conditions.

Employers also would be re-
quired to pay for medical complica-
tions that can result from an abor-
tion.

The abortion proposals are part
of the Labor Department's massive
anti-discrimination rules gov-
erning contractors who serve the
federal government.

Those rules, proposed by the
Carter administration, were sche-
duled to take effect Jan. 29 (BI, Jan.
12) but were delayed several times
to give the Reagan administration
time to review them. The abortion

rules were not changed by the new
adminstration.

Employers who refuse to pay for
abortion-related costs could be
barred as federal contractors.

The rules, which will apply to
sorne 300,000 businesses that do
more than $10,000 of business with
the federal government, will be felt
most by employers that exclude
coverage for abortion on moral
grounds.

Employers have until Oct. 25 to
comment on the proposed rules,
which were published in the Aug. 5
Federal Register.

Comments should be sent to

James Cisco, Acting Director, Divi-
sion of Program Policy, Office of
Federal Contract Compliance Pro-
grams, U.S. Department of Labor,
Room C-3324, 200 Constitution
Ave. N.W., Washington, D.C.
20210; 202-523-9426.

Cause of jet crash
An electrical malfunction proba-

bly caused a corporate jet crash last
February, which killed Charles Fo-
garty, chairman of Texasgulf Inc.
of Stamford, Conn., and six aides, a
federal agency says.

The Feb. 11 accident occurred in
bad weather as the Lockheed Jet-
star was approaching Westchester
County Airport in White Plains,
N.Y.

College to offer
course in 3 cities

The College of Insurance will
offer a two-day seminar, "Quanti-
tative Techniques for Risk Man-
agement," in New York, Los An-
geles and Chicago this fall.

The seminar is designed for those
without in-depth mathematical
backgrounds who want to make
quantitative decisions on such mat-
ters as retention levels, cash-flow
programs and retention plans.

The course explains how to com-
pute a probable yearly aggregate
loss, how to check computations of
paid-loss retrospective plans and
the tax ramifications of retentions.

The course will be Sept. 17 and
18 in New York on the college's
campus; Oct. 15 and 16 in Los An-
geles at the college's Western Divi-
sion; and Nov. 12 and 13 in Chicago
at the O'Hare Roadway Inn. Tui-
tion is $475 for the New York and
Los Angeles sessions and $495 for
the seminar in Chicago.

For information contact the
Property/Liability Department,
The College of Insurance, 123 Wil-
liam St., New York, N.Y. 10038. .

washington
The malfunction apparently dis-

tracted the crew, which didn't no-
tice that the jet was headed off
course until it was too late, the Na-
tional Transportation Safety Board
said.

The jet crashed about one mile
short of the runway, killing the
seven Texasgulf executives, who
were returning from a meeting in
Toronto.

"The probable cause of this acci-
dent was a distraction of the pilot at
a critical time as a result of a major
electical system malfunction
which, in combination with the ad-
verse weather environment, caused
an undetected deviation of the air-

craft's flight path into the terrain,"

the NTSB said.

As a result of its investigation,
the board has urged the Federal
Aviation Administration to review

its approval of a certificate that au-
thorized the Jetstar's electrical sys-
tem to be modified.

The jet, which was valued at $5
million, was insured by USAIG (BI,
Feb. 16).

Benefit panel
The Labor Department is seek-

ing nominations for five openings
on its Advisory Council on Em-
ployee Welfare and Pension Bene-
fit Plans. The council advises the
secretary of labor on ERISA and

retirement issues.

Individuals or organizations can
nominate a pension expert by sub-
mitting a recommendation by Oct.
5 to the Secretary of Labor, New
Department of Labor Building, 200
Constitution Ave. N.W., Washing-
ton, D.C. 20210.

The new members will replace
five members whose three-year
terms expire this year.

Categories of panel members for
which there are vacancies to be

filled include multiemployer pen-
sion plans, employee organizations,
the general public and investment
managers.

The council meets at least four
times a year in Washington with all
expenses paid by the federal gov-
ernment. Each member earns $192
a day for each day spent on council
business.

Longshore Act
Backers of legislation, H.R. 25

and S. 1182, to overhaul the Long-
shoremen's and Harbor Workers'
Act now say they don't expect the
Senate Labor and Human Re-
sources Committee to act on the

proposals until October.
Supporters had expected action

before Congress departed for its
annual August recess.

The bills' key provisions include
limiting annual benefit increases to
3% and limiting jurisdiction of the
act, which covers more than 1 mil-
lion maritime workers, to the spot
where cargo is unloaded from a
ship.

The legislation is sponsored in
the House by Rep. John Erlenborn,
R-Ill., and in the Senate by Sen.
Don Nickles, R-Okla. .

The people at Ernst & Whinney

Tim Peterson leads a discussion of loss reserving techniques with Ernst &
Whinney Insurance Executives (L to R) John Majors, Dave Holman, and
Wayne Kauth.

Loss Reserving:
Property/Casualty Insurance

At Ernst & Whinney we take a hard
look at the problems in your busi-
ness and work at finding the solu-
tions. Five years ago we took an in-
depth look at loss reserving practices
of major property/casualty compan-
ies in the United States. And found

that many companies felt there was
need for improvement within the
industry. So we conducted a major
research project to study loss re-
serving techniques. Tim Peterson,
an Ernst & Whinney partner expe-
rienced in analyzing and auditing
loss reserves, headed up the project.
What came out of it is the most

comprehensive textbook written on
loss reserving. A result that speaks
for itself.

Loss Reserving: Property /Casualty
Insurance is a 500-page textbook on
loss reserving which includes a dis-
cussion of many of the different loss
reserving theories, an examination
of the factors affecting loss reserve
levels, and a detailed guide for
analysis of loss reserves through
projection techniques.

It provides you with tables which
illustrate various approaches to
projection techniques. The tables
are the product of RESCOMP,
Ernst & Whinney's computer pro-
gram for loss reserve analysis and
projection.

If you're involved with the complex-
ities of loss reserving, whether you're
an insurance company executive, a
risk manager, or a consultant you will

find this textbook to be a valuable aid.

Loss Reserving: Property/Casualty
Insurance is just one of many
Ernst &Whinney publications,
programs and services for property/
casualty and life insurance compan-
ies. All have been developed
because of Ernst & Whinney's com-
mitment to serving the specialized
needs of the insurance industry.
They're all based on the experience,
knowledge and understanding of
the industry's needs which
Ernst & Whinney people have
gained through serving more than
1,300 insurance organizations all
around the world.

l

Other Ernst &Whinney insurance
publications which can be ordered
with the coupon in this ad are:

Ernst & Whinney GAAP
-Stock Life Companies
A 600-page in-depth analysis of
generally accepted accounting prin-
ciples for stock life insurance com-
panies written by Bob Posnak, a
partner in Ernst & Whinney's New
York office, and one of the best-
known accountants in the life insu-

rance industry. Five years were
spent on the research project leading
to the book, which has become the
industry standard.

Bob Posnak, New York Insurance
Partner

GAAP Deferred Taxes

Stock Life Insurance

Companies

A 200-page explanation of the
application of deferred tax account-
ing to life insurance companies
which was written by a group of
Ernst & Whinney tax and audit
partners specializing in life insu-
rance operations and taxation.
Since its publication, it has become
the definitive text on the subject.



Hold the sugar, pass the risks
NEW YORK-A cup of Hawaiian Kona, one brioche with black-

berry jam and would you care for a specialist to look at that risk?
Inspired by John Lloyd's coffee club of yore, where the shi-

powners once bespoke their need for insurance, American Interna-
tional Group has just opened a new profit center.

It's invitation-only to brokers and their clients, who may now
enjoy a fine selection of twelve different coffees, eight teas and a
basket of French pastries at the center, dubbed the International
Coffee House.

The airy white-and-green facility is discreetly housed on the
ground level of AIG headquarters at 70 Pine St. No signs, please.
You will be buzzed in.

There, between 8 and 10 a.m. you can find an array of domestic
and international business publications (including Business Insur-
ance), and, perhaps more to the point, AIG professionals ready to
write your business while you munch the croissants.

AIG President H.M. Greenberg was recently on hand to greet guests
over a cup of Haitian, which he called "the best coffee in town."

The popularity of business breakfasts inspired Mr. Greenberg,
with a nod to Lloyd's heritage, to start the gustatory venture.

"It's an opportunity for us to tell brokers about all the things we're
doing and to promote friendly communication," he said.

-By Lisa Bergson
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Offshore management firm
appoints Marsh president

B. Timothy Marsh has been
named president of Insurance Ser-
vices International Ltd., an off-

shore insurance management com-
pany based in the Cayman Islands.

Before joining ISIL, Mr. Marsh
was audit manager for Peat, Mar-
wick, Mitchell & Co. in Grand Cay-
man.

Insurers

Bruce 0. Davis elected vp of
Liberty Mutual Insurance Co. and
appointed manager of the com-
pany's Canadian division.

Richard H. Rismiller appointed
senior vp and secretary of The
Montgomery Mutual Insurance Co.
in Sandy Spring, Md. He will man-

comings & goings: industry
age the company's loss-control op-
eration, among other duties.

Great American Insurance Cos.

appointed Edward L. Tubens
ocean marine claims director.

Zurich-American Insurance Cos.

announced four appointments.
Thomas R. Bowman and Ralph
C. Tremaine named assistant man-

agers of the U.S. branch of Zurich
Insurance Co. and vps of American
Guarantee & Liability Insurance
Co. Michael A. Cohen and Terry
A. Salte named secretaries of the
U.S. branch of Zurich and assistant

vps of American Guarantee & Lia-

wrote the book on loss reserving.

Jim Zid, National Director of
Insurance

Ernst & Whinney Federal
Income Taxes-Life

Insurance Companies

A 400-page description of life insur-
ance taxation written by a group of
Ernst & Whinney life insurance tax
professionals. It is periodically up-
dated for recent court decisions and

IRS rulings with supplements which
are included in the purchase price.

In addition to these Ernst & Whinney

publications, you may wish to receive

information on RESCOMP.

RESCOMP

A team of Ernst & Whinney insu-
rance professionals, led by Tim
Peterson, spent three years devel-

oping and perfecting RESCOMP, a
leased time-sharing computer pro-
gram for analyzing and projecting
loss reserves. RESCOMP translates

claim and premium data into mean-
ingful analytical formats.
RESCOMP gives a lessee the power
to evaluate the effects of changes in

r

frequency, severity, loss develop-
ment patterns and inflation on claim
costs, and permits analysis based
upon a variety of projection meth
ods and different assumptions

You can get more information or
arrange a demonstration of
RESCOMP by sending the
coupon in this ad.

Get in touch with the people
who are in touch with your industry

To: James F. Zid

National Director of Insurance

Ernst &Whinney
2000 National City Center
Cleveland, Ohio 44114

Please send:

3 Loss Reserving: Property/Casualty Insurance .......... $75.00

1 Ernst & Whinney GAAP-Stock L(fe Companies ........ $70.00

El GAAP Deferred Taxes-Stock L<fe Companies .,...,.., $30.00

S Ernst &Whinney Federal Income Taxes-
L<fe insurance Companies . . . . . . . . . . . . . . . . . . . . $65.00

El Payment enclosed m Bill me for the following
total..............

Please:

m Send information on RESCOMP.

El Arrange a demonstration of RESCOMP.

Name:

Company:

Address:

City:

Phone: Area Code:

Title·

State: Zip:

Number:

bility Insurance Co.
Neal A. Hebert has joined

Philadelphia Manufacturers Mu-
tual Insurance

Co. as vp of rein-
surance.

Miriam

Sweeney pro-
moted to work-

ers compensa- 1
tion claims man-

ager for Fre-
mont Indemnity
Co., Orange Di- 1 =
vision. Hebert

Sara S. Rob-
lin and Matthew W. Klimczak

appointed secretaries of The Conti-
nental Insurance Cos. in New

York. Kevin Clark appointed
manager of the international de-
partment operations for Hong
Kong, Macao and Taiwan, in Hong
Kong.

Furman K. Stanley Jr. joined
Beaver Insurance Co. in San Fran-

cisco as senior vp.
Ralph E. Sonday and Richard

E. Ehret elected senior claims offi-

cers of St. Paul Fire & Marine In-

surance Co.

Ron C. Anderson elected vp of
Unigard Insurance Group.

Other suppliers
Burton A. Selfridge Jr. and

Stephen H. King appointed senior
consultants at Fortune & Co., an in-

dependent risk management firm
in Kansas City, Mo.

Lynne M. Miller named presi-
dent of Risk Science International,
a division of Frank B. Hall & Co.

Inc. Michael J. Murphy named
chief operating officer.

Agents/brokers
Seth Freudberg joined The Sim-

kiss Agency Inc. of Ardmore, Pa.,
as assistant to the vp. At the same
firm, Gary Capri was named vp in
charge of safety and loss preven-
tion and Samuel A. Brand and M.
Denise Carroll were named ac-
count executives.

Jeanette M. Prato named vp of
Richard N. Goldman & Co. in San

Francisco.

Russell L. Kiernan named

commercial accounts manager of
McDonald & Kelley Co. in Oak-
land, Calif. At the same firm, Ron-
ald F. Chiappari was named man-
ager of employee benefits and life
insurance. David M. Diamond

was appointed accounts manager.
Raymond Haynie named man-

ager of the Hot Springs, Ark., office
of Atkins Insurance Corp. of Little
Rock, Ark.

R.N. MeGuire Jr. named vp of
Desert American Insurance

Agency in Houston.
Richard F. Yeary promoted to

managing vp of Molton, Allen &
Williams Insurance Corp.'s Mobile,
Ala., office. .

CIRCL chairman

Schwoebel dies
William F. Schwoebel, 69, chair-

man of Corporate Insurance & Re-
insurance Co. Ltd., died Aug. 21 of
an aneurysm.

Mr. Schwoebel had been chair-
man of CIRCL since 1978 when he

retired as senior vp of finance at
National Steel Co. in Pittsburgh.

Ed Lalley, CIRCL vice chair-
man, is now acting chairman. Mr.
Lalley is president of Ideal Mutual
Insurance Co.

CIRCL is a group-owned rein-
surance captive in Bermuda. .

-
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cheek with the leader.
Professional risk management means more than just cost-efficient

protection for your company's assets. An effective risk management pro-
gram can make substantial contributions to your company's financial plan-
ning. As the world's leading insurance broker, Marsh & McLennan is
uniquely qualified to provide expert evaluation of your risks and review of
all your options, within the framework of your financial strategy.

A hard look at your choices
Risk transfer through conventional insurance coverage is just one



of many options considered in developing a comprehensive risk
management program. Risk retention (through higher deductibles, a
properly funded self-insurance program, or, in certain cases, a captive
insurance company), may enable you to buy less insurance than you
thought necessary. And loss-control programs to reduce your risks can
also lower your costs.

Marsh & MeLennan has the professional resources and organiza-
tion to implement any of these options, or a combination of them. We base
our recommendations on objective analyses of your protection needs and
the effects of each alternative on your cash flow, your capital
requirements-in fact your whole financial picture. -

Ongoing review of needs and options
Frequent examination of changes in your exposures and your

financial requirements is essential to ensure that risk management makes
its full contribution to your company's results. Marsh & MeLennan has the
specialists to provide this ongoing service-available to you through more
than 90 offices across the country and through a worldwide network of
subsidiaries and equity-affiliated companies. That's what makes us the
leader.

For more information on how we can help you develop
a risk management program, write for a copy of our booklet, A:iggy
46Risk Management: A Financial Strategy for the Eighties"
to: Mr. Robert Clements, President, Marsh & MeLennan,

MMs enn nIncorporated, Dept. 40 BI, P. 0. Box 839, Radio City
Station, New York, N.Y. 10101.

When it comes to insurance, come to the leader.

Marsh &
MLe[Ina[L_-----------

01980, Marsh & McLennan. Incorporated
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One and the same?
Note the difference between retentions, deductibles

By Ronald S. Ohsner

THE TERMS "deductible" and"self-insured retention" are often used

interchangeably. However, in actual
operation, distinctions often exist that can
produce different results after a loss
occurs.

Traditionally, deductibles were used to
reduce premium charges by eliminating
small claims and the high cost of handling
them. Thus, customers favored deductibles
instead of rate increases and insurers

favored deductibles because the nuisance
factor was eliminated.

Initially, deductibles were small and
written on a per-claim basis on physical
damage coverages. Today, however, they
are written on both physical damage and
liability coverages.

When a deductible is used, all claims

must be reported to the insurer regardless
of size. The insurer handles the entire loss.
If the claim is within the deductible. the

insurer can pay the claim and bill the
insured or the insurer can request the
insured pay.

In either case, the insured absorbs the
expense.

If the claim exceeds the deductible, the

insurer can either pay the entire amount
and bill the insured for the deductible

portion or pay only the amount in excess
of the deductible and have the insured pay
the deductible amount.

Generally, most deductibles are a lower
dollar amount than self-insured retentions
because conventional insurers don't like to

write high deductibles due to pricing
difficulties. The rate credits for large
deductibles are very unscientific because
of the great variance in claim expenses
and the actual rating process. In
calculating deductible rate credits for
conventional companies, the rate manuals
only contemplate basic limits.

Ronald S. Ohsner, CPCU, CLU, is an inde-
pendent risk management and insurance
consultant in Columbus, Ohio.

Photo: Mary Cairns

The terms "self-insured retention" and "deductible" cannot be used interchangeably.
Thus, deductible credits are constrained

by the fact that higher limits are not
considered.

Additionally, these lower amounts at
risk are eliminated by high deductibles,
and the cost of the actual risk carried by
the insurer is difficult to obtain.

Recently, some insurers have
introduced deductibles that don't include

claim expenses.
These deductibles produce a lower

premium, but after a loss the insured is
charged for both the deductible amount
and a pro-rata share of the claim expenses.

The self-insured retention can be used

on all lines of insurance. Normally, the
minimum self-insured retention amount is

$10,000.
The concept of self-insured retention

first appeared in umbrella policies and has
rapidly spread to other lines because of

rate discounts. Essentially, the insurer
doesn't become involved until the loss
exceeds the limit.

If the loss is totally within the SIR, the
claim doesn't have to be reported to the
insurer. However, as soon as the insured
can reasonably presume that the loss will
exceed the SIR, the insurer must be
contacted.

In most cases, the claim expenses plus
the actual loss amount can be used to

satisfy the self-insured retention limit.
Furthermore, the entire SIR can be met by
only claim expenses. Regardless of how
the SIR is satisfied, it is the maximum
amount the insured will pay.

SIR can be written on a per-claim or
per-occurrence basis along with annual
aggregates or stop-loss provisions.

Many companies with large self-insured
retentions employ servicing organizations

that reserve for and pay incurred losses
until the retention is reached and the
insurer takes over.

The future of the present-day SIR is
uncertain because of an April 1980 ruling
by the California Supreme Court. The
court held in Commercial Union vs.

Safeway Stores that an insured need not
settle a liability claim within its retention
in order to protect the interests of an
excess insurer unless such obligations are
written in the policy.

This decision could not only change the
wording of current policies utilizing
self-insured retentions but also could

change the claim reporting requirements.
Both deductibles and SIRs are proven

methods of risk retention, but their
applicability and operation are sufficiently
different that it is necessary that the basic
distinctions be understood. .

Ad agencies may explain your benefits best
By Dennis Hommel

Last of three parts

LIERE ARE THE three remaining steps to successfully
limarket your benefits package to employees as
outlined in excerpts from the "Employee Benefit
Communications Handbook":

• Step Five: Selecting the creative source.
The choice of how you intend to produce your benefits

advertising campaign is perhaps the most challenging one
you will face. You have a lot of options, and in the final
analysis the choice is really a subjective one because you
are dealing with subjective topics. How your company's
attitudes, policies and benefits are presented to your
sensitive audience is a very subjective matter.

Yet the foremost requirement for obtaining good
creative work is to find a source that wants to do the work

and is technically and creatively capable of producing
effective materials.

Dennis Hommet is

president of Hommel
Associates, consul-
tants. This series is

from his Employee
Benefit Communica-
tions Handbook.
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In-house training or advertising departments are
technically capable of producing the work, but may not be
sophisticated or creative enough to develop an effective
motivational approach. They are probably overworked
and understaffed, and therefore could not give the projects
the attention they deserve.

Management often feels that in-house capabilities are
preferable for benefit communications because, in
management's opinion, there are minimal out-of-pocket
expenses involved.

Full-service insurance consultants, brokers and insurers

often offer communication services. But they can be too
close to your benefits program to see the entire
communication problem or to offer effective, creative
solutions. Self-interest may influence their judgment.
After all, their primary income is usually derived from
commissions on their products.

Audiovisual production companies are staffed with
specialized talent, yet they rarely offer enough depth to
handle all phases of your communication needs, especially
in the preparation of handbooks, ads and publicity.

Advertising agencies or advertising creative services are
the most qualified professionals to produce your benefits
advertising campaign. They possess the creative expertise,
awareness, insight and technical know-how to create and
coordinate your entire campaign and maximize positive
employee attitudes.

When selecting a creative source to handle your benefits
campaign, it is imperative to choose a smaller firm where

Continued on next page
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Communicating benefits
can reduce indirect costs
Continued from previous page
you will work directly with one of the
principals.

What's more, smaller advertising
agencies are much more likely to want
your work if you have been successful in
convincing your management to invest in
an ongoing campaign.

• Step Six: Developing the creative
approach to help make benefit cost
containment a reality.

The Employee Retirement Income
Security Act demands that employers
communicate specific benefit plan details
in language and formats that can easily be
understood by all employees.

But as we have seen, complying with
legal requirements does not necessarily
result in improved understanding or
appreciation of employee benefits.

In order to help ultimately contain
benefit costs, the creative approach must
be structured to change specific employee
attitudes in a given order of ascending
significance.

First of all, you must create a new level
of employee interest in the whole subject
of your benefit package by developing an
appropriate theme that is suited to the
majority of your employees.

Because benefits probably deal with
serious subjects, such as sickness,
disability, old age and death, the theme
must be somewhat light and entertaining,
but never make the plan's theme
whimsical or comical.

Now that you have captured your
audience's attention and have created a

proper environment for acceptance,
benefit details must be presented as
concisely as possible using coordinated

.

materials in order to maximize benefits
understanding.

It is important to organize plan details
according to a given event, not by each
insurance policy's coverage. Explain
things as they would occur.

For example, under the heading "What
happens if I am disabled and unable to
work?" you should first state that
accumulated sick leave would be paid,
then explain your short-term disability
coverage, long-term disability coverage (if
applicable) and then show how Social
Security would take over.

Employers too often hide Social Security
benefits in a separate section of the
handbook or presentation or some simply
omit them altogether, thinking that the
employees should somehow automatically
know what particular benefits Social
Security provides.

Benefit value should not be confused

with benefit costs. Value should be

explained in terms of policy limits and
show total protection for each eligible
employee and family member. Value can
also be expressed in terms of what the
same benefits might cost if purchased on
an individual basis by an average
employee.

For example, employees should be made
aware that their contribution for

dependent medical coverage is only a
fraction of what the cost would be if they
had to purchase the same protection
entirely on their own.

All costs for statutory payments,
voluntary payments and payments for
time worked should be revealed. You

should compute your company's average
cost per employee for all of these benefits

Developing benefit advertising reduces future benefit costs

The creative approach

Creative direction

Appropriate theme

Since,e fore

Content 
Concise detalls with

·..*inated materials

Show benefits value
*total protection"

Explain benefit costs
*totatcompensatiorr

eunies#*inployid' attitud66-

Creates interest in subject

Makes messages acceptable

Pevides benelits

understanding

Improves self.worth
& financial security

Creates appreciation
for current benefits

-

1-

Source: Adaptation from The Employee Benefit Communications Handbook

to illustrate total compensation. They can
be compared with a 1978 U.S. Chamber of
Commerce survey of the total average cost
of benefit payments (see chart).

When efficient communications

materials are used to give employees a
good understanding of their benefits, the
employer discovers that many indirect
benefit costs can be vastly decreased (see
chart).

By eliminating rumors and and the time
spent by management to curtail them, the
employer realizes improved productivity
of the workforce.

• Step Seven: How to determine the
true cost for your benefits advertising
campaign.

The actual cost for a comprehensive
benefits advertising campaign is the cash
required to implement it, minus the value
of the savings the company will enjoy as a
result. The savings that will be appropriate
for your company will depend on your

-1
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situation.

To determine potential savings, benefit
managers will most likely need to gather
data from other departments regarding
recruiting, training, absenteeism,
productivity and turnover. It is quite
possible that when you compute this
formula, you will find that the savings are
greater than the cash flow invested.

If such savings occur, your benefits
advertising campaign has made a
contribution to your company's overall
profit performance.

Because your employees will come to
expect regular benefit messages, they will
not be alarmed when you introduce a
somewhat modified plan that may have
been implemented to reduce benefit costs.

Just as large advertisers are continually
re-researching their image in the
marketplace, so must you. An annual spot
survey of prevailing employee attitudes
towards benefits should be conducted. .

Security problems storm the computer age
By Z'ev Kronish

"Computer Security: A Management
Audit Approach"

By Norman L. Enger and Paul W.
Howerton

ANACOM, 135 W. 50th St., New York,
N.Y. 10020

264 pages, $21.95

THE COMPUTER is in the eye of asecurity storm. Thorny issues are far
from resolved as debate continues over

ways to lessen the computer's
vulnerability. The urgency is deserved.
Data security and business stability are
now indivisible.

The principal threats stand out:
• Practically an entire operation

depends on computer wizardry. Data
processing failure can tie a company in
knots. Cases of financial disaster are not
unknown.

• The potential for computerized crime
is enormous without anyone engaging in
violence greater than pressing a set of

Z'eu Kronish has worked in corporate risk
management and benefits administration
and is currently in the claims department
at the National Health & Welfare Mutual
Life Insurance Assn. in New York. His
book reviews appear regularly in BI.

books & ideas

telephone or terminal keys.
Disagreement centers on the impact of

such crime and, above all, on how deal
with such threats.

On the proposed federal Systems
Protective Act and other anti-computer
crime legislation, Norman L. Enger and
Paul W. Howerton write:

"Companies that depend on computers
for much of the administrative work
would be well-advised to maintain close

watch on the progress of these bills so as to
preclude the inclusion of language which
could inhibit the expeditious operation of
their businesses. There is no doubt that

security is an inhibiting function, so no
more security than necessary to
adequately protect the interests of the
company should be installed."

Specialists in data processing, security,
accounting and risk management are
sending out alarms that a crisis is brewing.
They represent a concensus that the
problem is pressing but do not agree on the
specific steps to curb abuses.

Risk analysis is reserved for the final
chapter. When data managers see
themselves in the vanguard of loss-control
efforts, it demonstrates something about

the isolation of the risk manager.
Obviously a leadership vacuum exists.

The authors seek to interpret the
computer crisis to management. They tell
us at the outset that the security challenge
requires a fresh, broad effort. "No longer
can data-processing managers be expected
to be responsible for decisions which affect
the corporate well-being."

As the authors see it, top management
has to be shaken out of its apathy. And
they want to prod computer professionals
to share the burden with others in the
firm: to seek relief from the strains of
responsiblity for security. With an
insider's vision of all the things that can go
wrong,-theirs is an honest appeal for broad
collaboration.

Compounding the security problem is
the spread of wiretapping to steal
information or to alter it to confound

unsuspecting management. Sophistication
increases the stake and the challenge for
those seeking to test a system's
vulnerability.

"Computer Security" recommends
procedures to prevent illegal access. The
authors' plan f6r security alertness
includes the use of voiceprints. By itself,
however, voice security is inadequate,
they note. Coupled with a password or
fingerprint, it might prove useful.

Laxity by management is partly to .

blame for the rise in computer crime. The
offender perceives computer mischief as a
safe bet: It is punished with a slap on the
wrist. The FBI reports that only one of
22,000 criminals ends up in jail. Ironically,
it is the employer as victim who shows
fear of humiliation. Not only will an
employer refrain from pressing charges,
but the dismissed embezzler walks away
with "favorable references," the authors
say.

A backup plan in case of computer
crime is a must. It prepares the company
for quick resumption on some scale. The
flow (of data) must go on. Risk managers
understand that business interruption is
not to be taken lightly. Contingency
planning involves specific alternate
arrangements-the use of an off-site
facility and duplicate sets of software,
programs and files. Despite these efforts,
the plan can go wrong if someone neglects
to check whether the emergency system's
hardware is compatible.

A formal backup agreement can prevent
misunderstandings. The negotiations have
to spell out the exact details: equipment,
time, security provisions and cost. You
don't lock the agreement in a vault and
forget about it. It has to be reviewed
periodically. A perfect plan could turn out
to be unworkable in the face of subsequent
changes in the backup installation. .



Burt Schecter named

risk manager at Disney
Burt Schecter has joined Walt

Disney Productions in Burbank,
Calif., as director of risk manage-
ment, replacing Harold W. Hor-
ton who has retired. For the past
three years, Mr. Schecter was cor-
porate risk manager at AM Inter-
national Inc. He has a bachelor of

science degree in insurance and fi-
nance from Ohio State University.
He will report to Assistant Trea-
surer Donald Tucker.

***

Michael R. Feldman, 34, has
been named director of risk man-

agement for Eastern Cooperative
Services in Baltimore, a newly
created position. Mr. Feldman will
be responsible for managing the in-
surance programs for 13 hospitals
operated by the Daughters of Char-
ity. He previously was a member of
the corporate insurance depart-
ments of CertainTeed Corp. in Val-
ley Forge, Pa., and Firestone Tire
& Rubber Co. in Akron, Ohio. Mr.
Feldman received his undergr-
duate degree in industrial engi-
neering from the University of
Pittsburgh. He has a master's de-
gree in business administration
from Akron University.

***

Joseph V. Amanno, 27, has
joined American Cyanamid Co. in
Wayne, N.J., as supervisor of liabil-
ity insurance. Mr. Amanno earned
a bachelor of arts degree from the
State University of New York and
worked as an assistant account ex-
ecutive at broker Rollins Burdick
Hunter in New York. He also

worked as an account representa-
tive at Marsh & McLennan. Mr.

Amanno reports to T.A. Caldwell
Jr., director of corporate insurance.
He replaces Donald Sullivan who
joined Harris Corp. in March 1981.

***

C. Wayne Gano Jr. has been ap-
pointed director of risk manage-
ment at IC Industries Inc. in Chi-

cago. Mr. Gano, 40, joined IC after
14 years with Sundstrand Corp.,
where he was most recently gen-
eral insurance manager. In the
newly created position, he will re-

datebook
OCT. 19-21. The Improvement of Product
Safety course Cambridge, England, sponsored by
Product Liability International; 180 pounds (about
$360). Also Oct. 2940 in London. Lesley Parkin-
son, Product Liability International, Lloyd's of
London Press Ltd., Sheepen Place, Colchester,
Essex C03 3LP, England; 01-206-69222.

OCT. 20. Legal Trends and Their Impact of
Products Liability, Bodily Injury. Workers
Compensation and E&0 workshop in Norfolk,
Va., sponsored by the Society of CPCU; members,
$85; non-members $95. Society of CPCU, Provi-
dence and Sugartown Roads, Malvern, Pa. 19355.

OCT. 20. Business Interruption/Time Element

Coverages workshop in Grand Rapids, Mich.,
sponsored by the Society of CPCU; members, $85;
non-members, $95. Society of CPCU, Providence
and Sugartown Roads, Malvern, Pennsylvania
19355.

OCT. 21-24. International Benefits Seminar in

Montreal, sponsored by the International Founda-
tion of Employee Benefit Plans; members, $440;
non-members, $515. IFEBP, 18700 W. Bluemound
Road, Box 69, Brookfield, Wis. 53005.

OCT. 22-23. Human Error Reduction

Techniques course in Chicago, sponsored by Don
Petersen, management consultant; $275. Don Pe-
tersen, 9236 East Walnut Tree Drive, Tucson. Ariz.

85715; 602-749-2319.

OCT. 23-24. Hospital Liability and Risk Man-
agement seminar in New York, sponsored by the
Practising Law Institute; $275. Also Nov. »21 in
Miami. Practising Law Institute, Dept. SWC, 810
Seventh Ave., New York, N.Y. 10019.

NOV. 1H7. Business Insurance Communicat·

ing Employee Benefits conference in Chicago,
sponsored by Business Insurance. The latest tips

and techniques to effectively communicate bene-
fits to employees. Valerie Adams, Crain Educa-
tional Division, 740 N. Rush St., Chicago, Ill. 60611,
1400-621-6877; in Alina, 312449-5242.

NOV. 1*18. Analyzing Safety Performance
course in Tucson. Ariz., sponsored bu Don Peter-
sen, management consultant; $375. Don Petersen.
9236 East Walnut Tree Drive, Tucson, Ariz. 85715;

comings &
goings: buyers

port to John P. Fagan, senior vp of
finance. Mr. Gano graduated from
Grinnell College in Grinnell, Iowa,
in 1963 with a bachelor's degree in
physics. He earned an M.B.A. in fi-
nance and management in 1967 at
the University of Iowa.

We'd like to report on staff changes in
your risk management or employee
benefits department. Just drop a note
to Stephen Tarnoff, Associate Editor,
Business Insurance, 740 N. Rush, Chi-

cago, Ill. 60611 07·caN 312-649-5482.
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Introducing the first
..

vlsion care plantorpeople who
calitsee wasting money.

If you'd like an inexpensive yet popular
way to improve your benefits package,
look into John Hancock's VisionCare. It's
a unique coverage that supplements
your existing group program by providing
routine diagnostic and corrective eye care.

ViSionCare gives you the expertise in
claims systems that you've come to expect
from John Hancock. In fact, our exclusive,
on4ine claim processing and certification

system virtually eliminates employerpaper-
work altogether. What's more, VisionCare
is backed by a growing nationwide
network of over 10,000 vision care
professionals.

For a closer look at John Hancock's
innovative, low-cost Group VisionCare
Plan, send in the coupon below Or
call Paul H. Gregg, Vice President, at
(617) 421-6205.

r------------------------

| I want a closer look at VisionCare. Please send a brochure to: ,-'.......„....-'.

 Name Title

VSONCHRE

 Company
 Street
1 City Srs,re 7*

| Mail to:John Hancock c/o VisionCare, T.54, P.O. Box 111, Boston, MA 02117. «--*.-£

' ,j68,</8000 Mutual Life Insurance company \62,4%>1
U

Boston; Massachusetts
------------------------

7

J
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The Wetzel Compag
Inc. Specializes in
Broviding Quality
Reinsurance for

Insurance Companies
Owned byIndustry
bade Groups or
Brofessional Many opportunities

exist for difficult

to place liability
risks by structuring

Associations your own insurance
company and having

0 the world reinsur-

ance market open
up to you./--- Thewelzel

Company, Inc.
3003 West Alabama

Mailing Address: P.O. Box 66452

i i - -) 1 Houston, Texas 77006
tzISZIES Telephone: 713/523-3003

Telex: 76-2053

Elevator blasts increase
Continued from page 1
lated deaths and injuries have
grown dramatically over the past
two decades.

From 1975 to 1979, an average of
23.4 explosions was recorded per
year, more than double the 10.4 re-
ported per year from 1960 to 1964,
according to statistics from.the U.S.
Department of Agriculture's Spe-
cial Coordinator for Grain Elevator

Explosions.
Related deaths have increased

even more dramatically. In 1975 to
1979, an average of 20.2 deaths per
year was recorded; in 1960 to 1964,
the figures show an average of only
2.6 deaths per year-almost eight
times fewer.

Safety experts once believed that
controlling the amount of dust in
the elevator would control the

number of accidents, but that now

does not seem to be enough, as
proved by an explosion April 7 in
the Port of Corpus Christi's public
grain elevator that killed nine peo-
ple and injured 30.

"It was supposed to be the sa-
fest elevator around," one insur-

ance industry source commented
after the blast. "Just las: year, the
port installed an improved dust col-
lection system to prevent this sort
of thing from happening."

A port official echoed this, say-
ing, "The system was renovated a
year ago for nearly $2 million. We
completely rebuilt the truck and
rail car dumping sites and installed
two large vacuum systems that re-
move and filter dust. We were able

to provide an exceptional level of
dust control with it."

Investigations into the cause of
the accident are still under way.

Port officials estimate that 50% to

70% of the $50 million facility was
destroyed and say it will be two
years before the elevator will be
back in full operation. Another

One Day Briefing on

ECONOMIC RECOVERY TAX ACT OF 1981

What it means for employee benefit plan design
and administration from the viewpoint ofa plan manager, consultant
and attorney:

• deductibility of employee contributions to tax qualified plans
and IRAs

• new estate and gift tax provisions
• increases in HR-10 and SEP contributions

• new incentive stock option plans
• changes in tax rates, tax brackets and long term capital

gains rates
plus many other pertinent implications

Cost: $145 -Foundation members

$170-Non-members

Time: 9:00 a.m.-4:00 p.m. (lunch included)
Dates: September 23, Wednesday

New York, Sheraton Centre

September 24, Thursday
Chicago, Hyatt Regency O'Hare

September 25, Friday
Los Angeles, Hyatt at L.A. Airport

To register call or write International Foundation of Employee
Benefit Plans, 18700 W Bluemound Road, RO. Box 69

Brookfield, Wisconsin 53005 (414) 786-6700.

source says property and business
interruption losses have already
topped $50 million and liability
damages have yet to be assessed.

Spurred by seemingly inexplain-
able accidents such as the Corpus
Christi blast, teams of scientists, re-

searchers, grain company safety
managers and industry associations
have been working feverishly since
1977 to develop methods to prevent
dust explosions in this nation's
10,000 to 15,000 grain elevators.

lIn 1977, a severe explosion at a
Continental Grain Co. of New

York's export elevator in Wes-
twego, La., killed 36 people, and
another at an export facility in
Galveston, Texas, killed 18.

A spokesman for the USDA's
Special Coordinator for Grain Ele-
vator Explosions estimates losses
since the Westwego explosion to be
in the hundreds of millions of dol-

lars.

James Manness, technical coordi-
nator of the National Grain & Feed

Assn., which has sponsored much
of the research into grain elevator
explosions since 1977, says the
Westwego and Galveston explo-
sions helped make the public more
aware of the problem.

"Westwego really disturbed peo-
ple because it had the most modern
safety and detection equipment,"
Mr. Manness says. "If the best goes
up, what do we do with all those
that are less than the best?"

Grain dust explosions are four-
sided affairs, says Robert Hubbard,
vp and manager of plan operations
for Cargill Inc., one of the largest
grain handlers, which passes about
20% of the U.S. yield through 175
domestic elevators a year.

For an explosion to occur, he
explains, there must be dust, an ig-
nition source, air and a confined

space. Take away any of these in-
gredients and an explosion will not
happen.

Until the last three or four years
the grain industry has concentrated
its; efforts on eliminating dust and
ignition sources, says Mr. Hubbard,
who is a member of the National

Academy of Sciences panel on pre-
vention of dust explosions. But ex-
periments have indicated that an
estimated 70% of all grain dust ex-
plosions originate in the bucket ele-
vator legs of "headhouses." That's
where grain is scooped up by eleva-
tor buckets and carried aloft to be

distributed in storage bins, often
giving off dense clouds of dust.

By preventing a primary explo-
sion in the elevator leg or by isolat-
ing it there, the more devastating
secondary explosions can be
avoided, he says.

Now, more emphasis is being
placed on taking conveyor and ele-
vator equipment out of the con-
crete headhouses and moving it
into the open, away from storage
areas.

Cargill has done this at several
grain facilities, including an eleva-
tor in Houston.

"We have literally taken the
walls down and purposely built
bucket elevators outside the main

building on new projects," Mr.
Hubbard explains. "We haven't
had any major explosions. We had
two minor ones in bucket elevators,
but since they were built outside,
they blew out the casings. That's
all."

Eliminating oxygen in storage
areas through injection of inert
gases is too expensive to be practi-
cal at this time, Mr. Hubbard says.
Therefore, "we concentrate on eli-

minating ignition sources, cutting
the concentration of dust and get-
ting away from confinement."

Controlling dust is essential, Mr.
Hubbard says. "If an elevator
should be unfortunate enough to
get a primary explosion, it can get
by with a small loss if it has taken

care of dust accumulation to pre-
vent a second explosion." But even
if an elevator has the best dust col-

lection system, it's necessary to
sweep the walls and floors regu-
larly.

Two elevators, one owned by
Ralston Purina in Wichita, Kan.,

and another owned by the Peavey
Co. of Minneapolis and located in
Alton, Ill., had bucket elevator ex-
plosions within the past year, but
housekeeping was so good that they
did not have secondary explosions,
Mr. Hubbard says.

Most experts agree that the one
sure way to prevent dust explosions
is to eliminate dust. This, however,

is more easily said than done: Just a
little dust can cause a devastating
blast.

"If dust is not removed, it settles

and accumulates, then all you need
is an ignition source-a cutting or
welding torch, a hot bearing on a
conveyor, anything like that," says
John Coons, senior engineer in spe-
cial hazards for The Factory Mu-
tual System, whose member com-
panies write grain elevator insur-
ance

"Theoretically, a layer of dust
1/16th of an inch thick on the floor,
if disbursed into the air, can cause

an explosion," he says.
Some say the Environmental

Protection Agency has aggravated
the dust problem by ordering the
grain industry to stop venting fine
dust particles into the atmosphere.
These critics say the filters in-
stalled to catch particles emitted
from the elevators impair dust col-
lection equipment and force the re-
turn of light, fine, explosive dust to
the plant.

But Mr. Hubbard discounts this,
saying the EPA only requires that
elevators meet certain qualifica-
tions for air purity and that states
put them into practice.

"It is a management decision to
control dust emission by keeping it
in the elevator," he says. "A rather
poor management decision."

Mr. Coons agrees that EPA regu-
lations "are probably not that much
of a factor."

Breeding new varieties of grain
that cause little or no dust could be

a solution to reducing the problem,
Mr. Hubbard suggests. "If we can
develop new wheat and corn
strains to make them yield more,
we could also develop ones that
would crack up less easily and pro-
duce less dust," he says. "That
would be a step in the right di-
rection."

But experts say elevator opera-
tors can now take the following
steps to prevent explosions:

• Slow conveyor and elevator
equpment to reduce dust and cut
heat.

• Install heat and motion moni-

toring equipment on machinery to
warn of potential ignition sources.

• Tighten preventive maintain-
ance practices and carry out fre-
quent close inspections.

• - Install efficient dust collection

equipment.
• Set up good firefighting and

emergency evacuation procedures.
• Improve housekeeping.
• Prevent bad welding prac-

tices.

• Educate employees in safety
and prevention of dust explosions.

Operators also are encouraged to
redesign structures to eliminate
bucket elevators and install incline

belts, Mr. Manness says. "You get
fewer malfunctions and less dust,
but you need more land, which
may make this impractical for
some facilities."

Many elevators have installed
explosives vents in roofs or other
areas of elevators. These vents are

essentially weak spots that would
give way during an explosion be-
fore the main structure would,
hopefully preventing major dam-
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age one answer Some elevator opera- powered device "is really an ultra- "We've had some explosions in safety meetings to recognize symp-
The effectiveness of venting has tors have installed or will soon in- fast automatic fire extinguisher," the past, but none in several years," toms of potential hazards-noises,

been questioned by experts who stall devices designed to almost in- the spokesman says "X-PAC, Mr Ihrie says "Our management is smells, heat-and to notify the
say there is no sure way to know stantly douse the fires that follow which will cost roughly $1,500, totally committed to safety " manager immediately if something
what path an explosion will follow primary explosions to prevent see- would be installed in the boot and Although he is not sure anyone doesn't look normal In addition,

However, venting, as well as de- ondary explosions head sections of bucket elevators, really knows how to prevent a dust Bunge operates a training center
sign changes, is often impractical A spokesman for the Fenwal where we know 63% of explosions explosion, he says his company at- for managers that offers four days
for existing elevators Corp of Ashland, Mass, says his originate " An estimated eight to 16 tacks the problem through exten- of formal classes on subjects hke

"If it'S a new building, a great company will soon begin market- of the devices would be needed per sive safety programs, planned emergency evacuation and mainte-
deal can be done, but most facilities ing an explosion suppression device elevator maintenance, housekeeping, dust hance of elevator legs
already exist and there is not much called X-PAC Conrad Ihrie, divisional man- collection equipment and heat de- "All new facilities in the past
that can be done to modify them X-PAC senses pressure that de- ager/director of corporate safety tection systems three years have been built with
because it is so expensive," says velops in the early stages of an ex- for the Bunge Corp in West Mem- "We have full-time housekeep- elevator legs outside the main
Charles Martin, a researcher at the plosion and sends signals to a con- phis, Ark, says his company has ing crews and each individual is re- buildings, something most experts
U S Department of Agriculture's tainer of an extinguishing agent taken a corporate-wide approach to sponsible for maintaining his own feel is advisable," Mr Ihrie says
grain marketing research labora- that injects the agent into the air in dust explosion prevention Bunge area," Mr Ihrie says. .We are doing everything we know
tory in Manhattan, Kan about 1 / 1,000th of a second operates more than 100 elevators Bunge's more than 1,500 employ- of to prevent explosions, knock on

Explosion suppression might be The self-contained battery- throughout the United States ees are taught during monthly wood " .

Frequent explosions tighten market
Continued#om page 1 partment of Agriculture's Special Mr Joseph says the reinsurance export elevators after several don't have any earthly idea of what

Mr Townsend, who is a member Coordinator of Grain Elevator Ex- market has not tightened because heavy losses and returned to the they are writing "
of the National Academy of Sci- plosions in Washington, DC, also of losses INA uses reinsurance, but small country elevator insurance His company, well-established in
ences' panel for the prevention of said the industry does not keep Special Risks is in the underwriting "We had really beaten our rein- the grain elevator insurance busi-
grain elevator explosions, estimates comprehensive records on grain market and takes a large part of the surers to death with the large ness, was recently undercut by a
the London market lS behind 60% elevator losses, at least, he says, risk, depending on the facilities' losses," he says However, he says large insurer and lost a long-term
to 70% of the reinsurance of grain those records have not been made engineering and loss-prevention reinsurance and insurance people account, he says
elevators in the United States He available to his office programs, he says have short memories and have "We were writing a feed mill for
says large American insurers keep Elevators can be worth up to He also says he has seen no Jump thrown wise underwriting out the $15,000 (premium), strictly for
little of the risk $125 million, Mr Townsend says in rates, adding that they are not window in favor of increased cash named-peril fire and expanded

"They keep less than 5% on most Large export elevators, like those high enough flow coverage The other company of-
cases," he says, adding that Na- at Westwego, La, and Galveston "I feel a fair rate for an exposure "We have seen companies come fered them an all-risk policy, in-
tional Agra also heavily remsures and Corpus Christi, Texas, are gen- should be charged and this is not in during the last 16 months that cluding workers compensation and
its risks erally the most expensive and can being charged now," Mr Joseph have never been in the business be- general liability coverage, for

"This allows the grain Industry cost $50 million to $125 million to says Rates have remained low due fore," the underwriter says "Some $6,000
to use insurance as a cheap way to build Smaller country elevators to the availability of facultative re- of them are undercutting estab- "When the customer called and

avoid cleaning up their elevators often cost $10 million to $15 mil- insurance lished rates by 50% to 70% just to get asked if we could beat that, I told
and it isn't doing the grain industry lion One underwriter working for a investment money I would guess him we couldn't and that I proba-
or the insurance industry any National Agra Underwriters cur- major grain elevator insurer says most wouldn't know a grain eleva- bly wouldn't write such a policy

rently insures two worth $105 mil- his company stopped insuring large tor leg from a hammer mill and even if I could " .

A grain elevator owner, at hon and a number of lesser value
today's insurance rates of 25 cents "Most bad explosions are in ex-
to 30 cents per $100 value, can in- port terminals," Mr Townsend
sure his facility for less than the in- says "The amount of dust created
terest he would pay on the cost of a 15 about proportional to the flow-
dust collection system, he says through of grain Export elevators Where is Greenwood, Indiana?

A $50 million elevator buying a don't have huge storage capacity,
policy at the 30-cent rate would pay but they do have constant flow- The LEADING Benefit Consultants and Administrators know!
an annual premium of about through
$150,000 An efficient dust collec- "There is no mystery about what So do the LEADING Agents and Brokers!
tion system, on the other hand, causes a grain elevator explosion It
may cost millions is simply what occurs when fine

"The grain ind ustry is in a particles of organic matter are su-
squeeze and if it can buy insurance spended in the air in certain quan-
more cheaply than it can install a tities and are ignited "

WHY? Because of our diverse, competitive and expanding
dust collection system, it will buy But he says the operators don't portfolio of products and services.
insurance," he says understand that even 1/16th of an

Insurance rates have gone up to inch of dust on the floor of an ele- I Stop Loss Insuronce for Partially Self- I Catastrophic Disability Insurance
present levels from around 20 cents vator building is enough tq feed an

Funded Groups - down to 10 Lives Lump Sum Poyments for PTD
per $100 value six months ago be- explosion
cause reinsurers are becoming

44

We are going to have more ex- up to $ 1,000,000
wary, he says plosions There is no question " I Stop Loss Insurance for Self Insured Monthly Benefits up to $20.000

"We want to keep the reinsur- National Agra's 15 staff members Employee Benefit Plans - 25 Lives or
ance market open for good eleva- spend 80% of their time with their more

tors There lS the danger of losing clients, engineering to prevent dust • Complete Package for Savings & Loan Assns
AggregateLondon because of bad experi- explosions, Mr Townsend esti- Bonds. D & 0. E & 0. K & R. Mortgage

ence " nnates Specific
Impairment. Safe Deposit, etc

A Lloyd's reinsurance broker We issue very few policies be- Catastrophic
and a Lloyd's underwriter agreed cause very few elevators are safe
that the London market lS tighten- enough," he says "We won't insure / Stop Loss Insuronce for Self-Funded LTD I Product Extortion Insurance
ing for grain elevator risks one where there is the possibility of

Lloyd's underwriters are requir- a major explosion. Where the man-
ing better engineering reports, agement is sincere, we will help I Group Life 6 ADGD
charging higher rates and writing with engineering to prevent explo- Regular ond Stop Loss I Professional Athletes' Coverage
smaller lines on the risks, a North sions from the ground up " Individual Ployers
American reinsurance broker said Other grain elevator insurers be- I Management Services for Self-Funded Teoms

"There have been some horren- sides National Agra Underwriters
dous experiences," he said "Un- .nclude INA Special Risks Depart- Employee Benefit Plons

derwriters are generally regarding ment, Dallas, Mission Insurance • Reinsuronce Services

them (grain elevators) with suspi- Group, Los Angeles, Fireman's I Errors 6 Omissions Coverage for Consultation
cion " Fund Insurance Cos, San Fran- Claims Administrators Treaties Placed

And Lloyd's underwriter Ray cisco, St Paul Fire & Marine, St
Doto Processors Automatic or Focultative

Rokeby-Johnson has refused to Paul, Minn, Farmland Insurance
Attorneys Individual or Groupwrite grain elevators at all Co, Des Moines, Iowa, MilI Mutu-

"I stopped writing elevators five als, Chicago, and Lexington Insur- Actuanes and Pension Consultonts Life or Heolth

years ago They were very under- ance Co, Boston
rated," he said, adding they have "Specialty underwriters like Na-
been a bad risk for years tional Agra, Mill Mutuals and INA FOR MORE INFORMATION ON ANY OR ALL OF THE ABOVE, CALL OR WRITE.

Even though elevators were ex- Special Risks obviously have more
ploding frequently five years ago, expertise than some of the others
they were rated at 6 cents or 7 cents involved," says a grain elevator
per $100 of value "as if they were specialist at Marsh and MeLennan STEVEN P STUCKY, CLU
HPR property, and they are not " Tom Joseph, property manager Senior Vice President-Marketing

"Underwriters now are looking at INA Special Risks, says his com-
for proper rating, and I don't think pany is extremely active in grain
the rating of the old days will ever elevator coverage of well-engin-
come again," he said "As a conse- eered risks
quence, the rates they are having to "We have several engineers who BROUGHER AGENCY, INC.
pay are high-if they can find any- know the grain Industry well and
one to take the risks " do inspections for us," he says Lloyd's London Correspondent

Placement of grain elevator poli- "Special Risks got into it a little P.O. Box BAl

sOilltedat;igret; tlhosreesr2 rtohnrtieneeGaihoorulosfti
Hn

Greenwood, Indiana 46142
Townsend says "All I can say is Westwego), which we were heavily (317) 888-3531/TWX 8102602230
that the loss ratio is horrendous " involved in The decision was made

A spokesman for the U S De- then to get totally into the market"
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Employers may fight pension liabilities
Continued from page 1 pert multiemployer pension plans op- interests of employers and the pension emergencies For example,
the plan Sources say next month's meet- pose a return to the pre-amend- plans are more evenly balanced employers in a plan considered

The truckers' fears have been fu- ing of the five trade associations ment provisions Withdrawal liability should be healthy might sense economic
eled by the enormous withdrawal will include discussion of these Under the earlier law, employers stiff enough so that employers can- troubles ahead and pull out of a
liability claims filed against truck- issues could skip out of a multiemployer not skip out of a plan to save money plan while the withdrawal liabill-
ing companies in North Carolina • What is the status of present plan and escape paying a share of without being so burdensome that ties are still low, the PBGC chief
and Indiana after they went out of litigationp its liabilities if the plan didn't col- new employers won't join the plan said
business and withdrew from the • Who is involved in the litiga- lapse within five years of their or that participating employers do A growing number of experts are
Central States, Southeast and tion? withdrawal not get socked with astronomical questioning if the act, passed to
Southwest Areas Teamsters' pen- • Should employers press for The stronger companies feared claims shore up the financially ailing mul-
sion fund congressional hearings on the new they would be stuck holding an Richard Fay, a pension attorney tlemployer plans, is causing more

Johnson Motor Lines Inc of law? enormous bag of pension liabilities with Reed Smith Shaw & McClay harm than good
Charlotte, NC, and Transport • Can something be done as a as weaker competitors dropped out in Washington, suggests establish- 44Multiemployer plans offer to
Motor Express Inc of Fort Wayne, group9 of business and left the multiem- ing a sliding scale of withdrawal 11- employees in the same industry the
Ind, each were hit with with- • Should counsel be retained? ployer plans ability charges advantages of portability of bene-
drawal liability claims more than • Should legislative or regula- Easing withdrawal liability re- Withdrawal liability penalties fits when they change Jobs," Mr

- double their net worth The two tory changes be sought, quirements would pit what Wash- would be greater for members of Dorais said "You do no good d you
firms are suing the- Teamsters, But even if the trade groups band ington attorney Frank Cummings multiemployer plans that are in fi- scare employers away from these
charging that the multiemployer together in an attempt to overhaul refers to as "the survivors and non- nancial trouble "Make the «amount plans "
law is unconstitutional (BI, July 20 the law, they will face an uphill survivors " of withdrawal liability contingent But the PBGC's Mr Nagle said if
and Aug. 24) battle "Somebody lS going :O have to on the health of the plans," Mr. Fay Congress had not passed the Mul-

Fears about the impact of the Congressional committees that pay The question is who," Mr said tiemployer Amendments Act last
new law are mounting in other in- have Jurisdiction over pension Cummings said, Large successful But Robert Nagle, executive year, a substantial number of mul-
dustries, too "You can hear the issues are unlikely to want to con- firms say, "'I don't want to pay the director of the Pension Benefit tiemployer plans could have col-
screams all across Southern Cali- sider changes only one year after debts of my unsuccessfl_l competi- Guaranty Corp, the federal agency lapsed and termination insurance
fornia as employers leaving mul- they formulated the law tor' . I don't see the kind of a co- that guarantees workers' vested premiums could have been raised
tiemployer plans are being hit with Furthermore, employers are alition developing you need to pass pension benefits, said a sliding to "exorbitant levels "
withdrawal liability claims that are badly split on who should pay for (changes),' he said withdrawal liability scale would be Multiemployer pension plans
in some cases many times their net multiemployer pension liabilities. Other pension experts say alter- difficult to administer now pay $1 40 annually per partici-
worth, said Claude Dorais, a Los Large, successful companies that ing the act's withdrawal liability Mr Nagle also questioned if such pant to PBGC for termination in-
Angeles attorney and pension ex- participate - in. the nation's 2,000 penalities should be altered so the a system could respond quickly to surance

Lloyd's report shows aviation loss
PROFESSIONAL Continued from page 2 spokesman said suffer from any maJor catastrophe

clear of depending on it for profits, So far, the reports for 1979 and or shipping losses, he said

LIABILITY?
a Lloyd's spokesman said 1980 show a surplus of premiums "The marine figures show that

"Lloyd's lives by underwriting," against paid claims For example, the 1978 account has closed with an
he said "As professional un- the 1979 results, at the end of the underwriting profit of 69.3 million
derwriters, they like to make un- second year of the accounting pounds compared with 764 million

Your broker should derwriting profit They don't like cycle, show a balance of 1 77 billion for 1977 and 75 million pounds for
I have called SAEX 1 to depend on investment managers pounds, with 25 billion pounds in 1976," Mr Rumsey said "However,

14 for their success." collected premium and only 687 this profit derives from a premium4

Lloyd's traditiona.ly uses a million pounds in claims The 1980 income of 764 million pounds,
three-year accounting system, first-year results show premium of which is 10% higher than for 1977."
which is why the 1978 results were more than 1 billion pounds, with Marine claims in 1978 totalled
just released The report is based on 250 million pounds in claims and a 695 million pounds
an audit of 14,091 Lloyd's members total balance of 762 million pounds The 1979 accounts premium in-
doing business in 1978 in the avia- But most of the claims usually come has increased by 9% com-
tion, marine, non-marine, motor appear in the third year of the ac- pared to the 1976 account at a slIm-
and short-term life markets counting period, the Lloyd's lar stage, but settled claims have

Yearly accounts are left open for spokesman said "Still, that's not ballooned from 190 9 million
three years so that all premiums the whole story There can still be pounds to 264.8 million pounds, Mr
can be received and many claims liabilities " Lawsuits often take Rumsey said This 40% increase in
can be paid before the books are more than three years before they claims is due to the worst year for

81/1 closed, the spokesman said Such a are settled, and thus the losses do shipping losses, both cargo and
system presents a more accurate not appear on the books hull, ever recorded, he said
picture of results, he said To close the Lloyd's accounts He said he doesn't expect 1980 to

4 Lloyd's income-other than pre- after three years, the underwriters be a good underwriting year be-
miums-totalled 170.6 million pay a reinsurance premium in the cause of substantial losses from the

-r* pounds in 1978 That figure in- following year. "Instead of re- Iran-Iraq War, Mr Rumsey said1*u- __

cluded investment income, profit opening the accounts, they pay re- After one year of accounting, pre-
on currency exchange and interest insurance," he said This "reinsur· mium income in 1980 Increased

CALL SAEX.
on underwriting funds Lloyd's re- ance to close" is earned over to the 14% over the corresponding 1979
ported 107 million pounds :n other next year's account every year "It account, but claims shot up 13%
expenses. incldding annual sub- rolls on and on and on " The 1978 non-marine account
scriptions, guarantee premiums, The aviation market plunged in was helped by investment earnings
central fund contributions, depre- 1978 and will probably continue its as net premium totalled 1 05 billion

THE SAEX GROUP-UNDERWRITING OFFICE clation on investments and under- descent in 1979 and 1980, says pounds and claims came to 1 02
SAEX 474 APPLETON STREET HOLYOKE MA 01040 writing management expenses Barry Coleman, chairman of billion pounds Overall profit came

TELEPHONE (413) 538-8261 Partial results are available for Lloyd's Aviation Underwriters' to 722 million pounds
OUTSIDE THE 413 AREA 1-800-332-3847 the 1979 and 1980 account years, Assn In 1980 alone, 23 Western- But "senseless competition"

OUT OF STATE 1 -800-628-9017 but they don't give as accurate a built Jets were destroyed and 745 around the world will worsen fu-
TELEX 95-5494 CABLE SAEX INS-HLKE picture as when the ledgers are passengers and 70 crew members ture non-marine results and con-

closed in the third year the Lloyd's killed The cost of the lost hulls tinue the soft market for the mo-
totals $190 million dollars In addi- ment, said Rodney Wace, chairman

. tion, the world market insured four of Lloyd's Underwriting Non-ma-
Fill in and mail to. Eastern-built Jets that crashed that rine Assn

year, worth $25 million The pre-BUSINESS INSURANCE
4,Obviously this cannot continue

740 Rush St., Chicago, IL 60611 mium collected after the first year forever and it is an open question

YOU of the accounting cycle is less than as to whether its end will bePlease

CAN00
0 enter, 0 renew, 0 extend my subscription to Business $200 million brought about by a spectacular ca-Insurance for

These heavy losses have caused tastrophe or the collapse of some0 1 year $30 0 2 years $55
the Lloyd's aviation market to spurious reinsurance markets," MrCanada, Pan American and all other subscribers outside the

U S add $14 per yearforsurface postage Europe and Middle harden, sources say In July, un- Wace said
East only add $32 year for air delivery derwriters increased rates about "The activities of new and un-
0 Payment enclosed 0 Bill me 0 Bill company 15%, with deductibles increasing as proved groups of reinsurers do

COUNT ON IT. 53Cadlterbank # much as 300%, they say much to promote the unwanted ex-
The marine market's profitabil- cess capacity available today," he

Exp nAti ity has also been sinking in 1979 said "At the same time, some of
Your personal subscription to Business Insurance is a and 1980 because of record losses these people display a philosophy
fast, easy way to make sure you have full, factual and Signature like the $300 million Avondale which seems to say that if the claim
unbiased news and information on the constantly claims, the largest loss under a sin- is large enough you do not pay itNamA
changing world of loss prevention, rtsk financing and (please print) gle marine insurance contract in until finally cornered in the legal
employee benefit management every week. Title Lloyd's history. process."

SUBSCRIBE TODAY "The steadily increasing profits Thus, until the market hardens,
Company of the last decade have reached a underwriters will have to depend

52 Issues A Full Year Is Only $30 Just 58¢ plateau during the years '76, '77 on investment earnings to offsetNature of R,An/M
a Copy. Use the handy subscription card in this issue and'78 and all the indications point worsening underwriting results,
or the coupon. Or phone 312-649-5221 if you're 0 Home or to a downturn in the next few Mr Wace said
in a hurry 0 Business AriA,Ace years of accounts," said Malcolm .But history has proved that to
Business Insurance City 9*At. 717 Rumsey, chairman of Lloyd's Un- rely on such earnings to the exclu-

derwriters' Assn. sion of all else is a blueprint for740 Rush Street Chicago, IL 60611 0 1 prefer not toreceive informationoradvertising by mal from com-
parues not affillated with Crain Communications Inc But 1978 marine accounts did not trouble," he said.4CC
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Outstanding risk managers Criteria for judging

are eligible for Bl's award
The 10 judges will use nine criteria to select the 1982 Business

Insurance Risk Manager of the Year and Risk Manager Honor Roll.
The Judges will score each candidate on how well he or she:
• Established and implemented an effective risk management

Continued from page 3 The candidate need only to be ing statement written by the spon- program for the organization.
• Duane C Allen, assistant trea- responsible for the risk manage- sor of the nominee. • Tackled and solved one or more major problems.

surer of Hanna Mining Co in ment function in the organization, The Judges, who will be an- • Innovatively apphed the diverse tools of risk management and
Cleveland, m 1981 either full- or part-time nounced in the Sept. 14 issue of insurance

The first Risk Manager Honor Individuals who have been no- Bwmess Insurance, are leaders in • Creatively and effectively used insurance markets
Roll m 1981 Included minated in previous years may be their fields, including representa- • Established a workable intelligence system inside and outside

• William Ryan, insurance and nominated again, but the nominat- tives of the risk management com- the organization, culminating in access to a flow of information
risk manager for the University of ing form must be updated and re- munity, risk management educa- about events and activities that affect the organization's risk man-
Michigan in Ann Arbor, repre- submitted tors financial executives, insur- agement and insurance.
senting not-for-profit institutions The nominations may be submit- ance brokerage firms, insurance • Skillfully applied management principles in the overall organi-

• Bob Bieber, director of risk ted by anyone who works in the companies and risk management zation and within the risk management/insurance department.
management for Westchester field of risk management or com- consultants • Achieved the most effective program at the optimum cost over
County, NY, representing public mercial insurance superiors, co- *11 nominations are kept confi- the long term
entities workers, agents or brokers, consul- dential Only the winners are an- • Developed technical expertise in any or all of the broad cate-

No award was made in the small- tants or insurance company per- nounced gomes included within risk management (insurance, safety, law, in-
business category because no risk sonnel The deadline for submitting dustrial hygiene, claims control/administration, underwriting, com-
managers for corporations with less The nomination must include a nominations is Dec 7. The winners munications, information systems, etc.) leading to a better manage-
than $300 million in annual sales resume and job history of the can- will be announced in the April 19 rial grasp of the operations aspects of the Job.
and fewer than 1,000 employees didate, documentation addressing issue of Business Insurance • Exhibited an attitude and performs activities fostering the ad-
were nominated each of the nine criteria for Judging To request a nominating form vancement of the risk management profession

Anyone involved in risk man- risk management professionalism, and instructions, write Risk Man-
agement for a corporation, institu- a letter of endorsement of the can- ager of the Year Competition, Bust-
tion or government entity can be didate by a corporate executive ness Insurance, 740 N Rush St ,
nominated, regardless of title from his company and a nominat- Chicago, Ill 60611 .

Samsonite sues for comp dividend WHY ITS GOOD BUSINESS TO HAVE RANGER'S
SPECIALIZED PROTECTION

Continued from page 3 Mutual continues, Mr Worrell has to Samsonite of $50,404
Most, if not all, California work- received a new renewal proposal, A Liberty Mutual underwriter's

ers compensation insurers are be- showing dividends declared on ex- memo to the Denver office shows Ourkindof
heved to follow the dividend pired policies of similar size to be that the insurer and its p011Cy-
guidelines outlined by the state In- larger than those awarded to Sam- holder understood lt had an agree-
surance Department, but Industry sonite The premium factor was ment to use certain factors in calcu- specialization means a
observers concede that sales pre- highly favorable to policyholders lating the adjusted premium, Mr
sentations using historical exam- Samsonite's previous policy was Worrell says.
ples of previous dividend payments written in October 1975 for a three- He also says that he was assured more knowledgeable
raise strong expectations about fu- year term The policy provided by Liberty Mutual during the pol-
ture dividends workers compensation coverage for icy term that although the original handling ofourcustomers'

The fine line between examples a subsidiary, John Hancock Furni- factor of 0 149 was not used to
and promises is increasingly being ture Manufacturing Co, which has make interim adjustments at the
crossed, one broker told Business been dissolved end of 1977 and 1978, lt would be

insuranceneeds.
Insurance reflected in the final premium ad-

If insurers are not obligated to According to Samsonite, Lib- Justment
apply the factors quoted in their re- erty Mutual proposed in writing to "I f we had known in advance The dictionary says that to specialize is"to concentrate ones
newal letters to calculate dividends apply a premium factor of 0 149 to what the actual factor would be, we efforts in a special activity or field.. " That's just what we
after they are voted by directors, the policy, noting that the dividend would have chosen to self-insure
there is nothing to prevent them consideration would be on the basis rather than buy insurance," Mr have been doing for many years - providing specialized
from using highly attractive but of three years' experience and Worrell says Beatrice Foods. Sam- products and services to our customers on the best possible
unrealistic factors to sell a policy, would be determined by a vote of sonite's parent company, self-in- basis at all times.
Mr Worrell argues the insurer's board of directors 10 sure most of its workers compen-

The specific factor that Samson- months after expiration of the pol- sation exposures
ite is disputing, called the basic pre- icy term Before it started to self-fund

mium factor, is multipled by an au- But instead of applying the most of its workers compensation
*IRANGER

* * INSURANCE COMPANYdited dollar premium amount and agreed premium factor of 0 149 at risks several years ago, Samsonite
A Subsidiary of

combined with the product of ac- the end of the policy period, Lib- had been insured by Liberty Mu-
tual losses and another factor to fig- erty Mutual applied a factor of tual and dividend returns had al- A
ure the total adjusted premium 0 283, resulting in double the pre- ways met expectations, Mr. Worrell

Even as his fight with Liberty mium total and an added expense says Anderson Clayton
Atlanta , 404-457-7211 (PO Box 105028) 30348

Insurers form pool for toxic risks
Denver • 303-779-8383 (PO Box 3195) 80111

Houston • 713-622-6500 (PO Box 2807) 77001

Kansas City • 913-649-5500 (PO Box 8650) 64114

Continued from page 3 surance policies under the EPA's underwriting and claims handling THE SPECIALISTS
Reinsurance Co proposal, but very few have yet to activ-lties

The first public meeting of the make arrangements for it, sources But he said, the reinsurance pool
group is planned for Sept 17 in say "won': fly" unless it is spirited on
Chicago, but some preliminary leg- An Oct 13 deadline has been es- by the insurance industry
work already has been done by the tablished for all TSDFs to have
participating insurers and the three sudden pollution liability insur-
insurance associatons-the Ameri- ance, for which most companies are
can Insurance Assn, the Alliance covered under their general hal)11- Is your word as good as your benefits program?of American Insurers and the Na- ity policy
tional Assn of Independent Insur- But that deadline and the April \ Companies spend about 40% of payroll on employee benefits plans-actually /
ers-that are supporting the pool- 12, 1982, deadline for the largest
ing effort

giving employees 140% of salary as total compensation

owners and operators of TSDFs to Inappropnate or ineffective communication of this can null,fy any pos,t,ve -1/0

It is estimated that the pool will have non-sudden liability insur- \ effects The employee who doesn't know or understand what his benehts
have a net capacity of $10 million, ance may be delayed 30 to 90 days \ mean can't believe or care that it adds up to more than another one-
with the syndicate able to arrange because the Office of Management
$50 million in limits on top of that, and Budget has questions on the

third of his salary and your company has wasted time, money and an
effective employee relations tool

511* '
said Mr Kelly EPA proposals. 2 A misunderstood benefits plan can be misused in other ways as well-

The Environmental Protection Mr Kelly says the liability in- ) either underused or overused At today's pnces, e,ther problemis a big one
Agency has said that hazardous surance capacity will be needed fr r

for you and your corporation

waste, treatment, storage and dis- with or without the EPA regula-
posal facility (TSDF) operators tions

9 1

must have pollution liability insur- The PLIA is a move by "ortho- Ebusiness ins,irance
ance for sudden and non-sudden dox, rather than surplus line car- Communicating Employee Benefits Conferenceincidents in the future, but the mers" to prepare for a high demand
agency has not yet approved the for hazardous waste liability insur- November 1517• Continental Plaza • Chicago
final insurance requirements (BI, ance, he said ,s aimed at these very problems and designed to assist you In being more effective in your job and equip you to
Aug 24) "PLIA will reinsure hazardous

nandle today's complex employee environment
Only five insurers are known to waste policies issued by individual

have actually wntten the coverage, member companies and thus redis- Sessions explore Special Situations such as benefits cutbacks On Your Own doing effective communications
but many more companies with af- tribute a portion of the financial tn-house Choos,ng the Right Words or how to talk to a vaned workforce Convincing Employees to Listen
fected policyholders have been burden to a broader insurance in- and Act on the benefits you offer and more!

looking into the market and are dustry base," he said Forinformation or a full brochure, call Crain Educational Division
waiting for the EPA to finalize the The new association also expects toll-free at 800/621-6877 In Illinois call 312/649-5242
coverage requirements to offer specialized risk services for

It is estimated 8,000 to 40,000 companies with pollution expo-
companies will need pollution in- sures, including risk evaluation,
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Business Insurance

Circulation

Breakdown*

Commercial Consumers

Administrative Management
owners, presidents,

vps, etc. 6.635

Financial Management
chief financial officers,

vps of finance, secretaries,
treasurers. etc. 9.335

Insurance Management

vps, directors, managers of
insurance, risk, benefits.

compensation, safety.
security, etc. 5.112

Government, Associations,
Unions, Educational
Institullons 952

Comm.relal Consume-
Sub-total 1 22,034

Insurance Agents
& Brokers 9,486

Insurance Cos 4,486
Financial Institutions 292

Actuanes, Attorneys,
Adjusters, Appraisers
& Consultants 2.135

Others allied to the field 752

TOTAL 39,185

*Source Business/Occupational
breakdown of qualified circulation,
May 4, 1981 issue, as submitted to
BPA for June 1981, BPA Publishers
Statement

Tax reform affects child care benefits
Continued from page 3
attractive benefit for employers."

The child care assistance legisla-
tion is included in Setion 129A of

the new tax law and states that the
"gross income of an employee does
not include amounts paid or in-
curred by the employer for depen-
dent care assistance provided to
such employee. . ."

The legislation states that such
assistance must be part of a written
benefit plan and be non-discrimi-
natory. It cannot be offered just as
an incentive for executives and of-
ficers. The child care assistance can

only be for work hours; payments
to babysitters for after-hours enter-
tainment don't count.

There are other qualifications.
The non-taxable provision does not
apply if the child care provider is a
member of the empliyee's family.
In the case of a two-income family,
the total payments for child care
assistance can't be more than the

income of the lower-paid spouse.
The child care assistance legisla-

tion was sponsored by Sen. Howard
M. Metzenbaum, D-Ohio, and origi-
nally contained a 50% tax credit for
employers and employees that
would have greatly enhanced its

value as an employee benefit.
A House-Senate conference com-

mittee, however, eliminated the tax

credit for employers and reduced
the employee's tax credit.

The new legislation allows em-
ployers to deduct payments for
child care assistance to employees
as a business expense as allowed
under current tax law.

Employees earning less than
$10,000 a year can take a tax credit

of 30% of their child care expenses
under the new legislation and those
earning more than $10,000 can take
a 20% credit up to a limit of 20% of
$4,800 per year for two or more
children.

While employee benefit consul-
tants at five leading firms noted the
potential benefit value of the non-
taxable child care assistance, most
echoed the assessment of Lloyd
Kaye, a vp at William M. Mercer,

who said not many employers are
asking about it.

"In today's economy, employers
aren't looking to add new benefits,"
TPF&C's Mr. Brennan added.

The benefit manager for a West
Coast-based corporation noted,
"The legislation will certainly
make it easier to offer child care
assistance, but I doubt that. it will
cause child care benefits to be

jumped to the front burner."

Slithering sentry guards sapphire
Continued from page 2
sistant general manager of the
State Gem Corp.

"Generally, the gem is not taken
out Sf the country," Mr. Weera-
singhe said.

But while the precious stone is on
display in London, the highly ven-
omous cobra, recruited from a pri-
vate collection in Britain, is un-
likely to be charmed away from his
duty.

"Suffice it to say we are satisfied
with the security," said the spokes-
man for the Commonwealth Insti-
tute.

However, modern electronic

equipment also surveys the star
sapphire and the other Sri Lanka
jewels on display, which are valued
at more than $22 million.

Although the Commonwealth
Institute is pleased with the secu-
rity precautions it waived all lia-
bility for the jewels by requiring
the State Gem Corp. to sign a dis-
claimer.

"We have accepted no liability
for the jewels," the institute's
spokesman said. Mr. Weerasinghe
said the State Gem Corp.'s insur-
ance policy covering the jewels is
underwritten by insurers in Sri
Lanka.

classified advertising

The Commonweath Institute,
however, has insured the rest of
the Festival of Sri Lanka, an exhi-
bition commemorating 50 years of
suffrage and contemporary life in
Sri Lanka.

The institute is indemnified by
the British government against all
losses and injuries because it is sup-
ported through a government
grant.

The jewels, including yellow, or-
ange and pink sapphires, star
rubies and many other types Of
gems, will be returned to Sri Lanka
soon but the festival continues until
Sept. 12. m

RATES AND CLOSING TIME:
Published every Monday. Copy in written form in Chicago ofice not later than Mail ads to Barbara Tosheff, Business Insurance, Classified Advertising Dept.,
noon Mondav, 7 days preceding publication date. Display classified: takes card 740N. Rush St., Chicago, IL 60611.Call (312) 649-5340formore information. Telex
rate of $49.00 per column inch with card discounts on size and frequency. Cash Number: 254248. No verbal phone com/ accepted. Responses to Business Insur-
with order. Responses to Business Insurance blind box ads arefonoarded daily. ance blind box advertisements mustfit into a regular business-size envelope.

WELLS RECRUITING

X7 SYSTEMS, INC.

RISK

MANAGEMENT

SPECIALISTS

As the largest non-franchised recruit-

ing firm in the U.S., we can provide

you with greater exposure through
our national insurance network.

SAN FRANCISCO

Bob Patla

1 Post St., #2550
S.F., Calif. 94104

(415) 421-9700

DALLAS

Brad Goldsmith

5580 LBJ Freeway
Dallas, TX 75240

(214) 980-4900

We also represent reinsurance,

brokerage, and primary clients.

Paris/New York/Geneva/

Atlanta/Dallas/Chicago/

Philadelphia/London/San Francisco

Division of BIS International, S.A.

.onsulting/Executive Search
Tothe Insurance Industry

UPAUL I. QUNKLI
ASSOCIAT[6. INC.

One Chase Road

Scarsdale, New York 10583
(9141 725-0773

-INVESTIGATION
SCHOOL

Aerospace Managernvnt Ser-
vice's International Incorpo-
rated's short course in aircraft
accident investigation proce·
dures will be held at the Land-
mark Hotel, Las Vegas on Oc-
tober 12-16, 1981. For further
information, please call

(214) 556-0444

j L
ASSISTANT

RISK MANAGER

New position in Insurance Depart·
ment of New York City based met.
als/mining company. Responsibilities
include all areas of proerty/casu-
alty insurance. Some familiarity
with application of EDP to Risk
Management helpful. Position re-
quires college degree and 5 years
experience in Risk Management or
related insurance brokerage. Excel-
tent benefits and salary to
$30,000+. Send resume including
salary history to:

Box 480, BUSINESS INSURANCE
740 Rush St. Chicago, 111. 60611

r

A & H UNDERWRITER
Large National T.PA looking for
young aggressive underwriter. Stop-
Loss Exper. preferred. Salary open,
Bonus Available, excellent advance-
ment options, Mpls. location.

Inquire: E.B.P. Inc.
(612) 546·4353

6950 Wayzata Blvd.
Mpls. MN 55426

UNIVERSITY OF MISSOURI-
COLUMBIA ALUMNI ASSOC.

The University of Missouri-Columbia
Alumni Association requests bids on
an insurance program for associa-
tion members. Specifications for
interested and qualified bidders can
be obtained by writing: UNIVERSITY
OF MISSOURI-COLUMBIA, 132 Alum
ni Center, Columbia, MO 65201·9990.
Attention: Thomas D. Schultz, Ass't.
Vice Chancellor for Alumni Relations
Requests for specifications must te
received by 9/10/81.

EXECUTIVE
VICE

PRESIDENT

Leading to C.EO.
in 18-24 months.

Chicago area, growth oriented, med-
ium size multi-line agency. Unu-
sual opportunity for ambitious ex-
executive with track record, market-
ing and management skills - es-
pecially PC - who desires inde-
pendence plus full authority. Sal-
ary, profit bonus, stock. Send res-
ume with complete salary history to:

Box 481, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

All in strict confidence.

OCCUPATIONAL HEALTH/
LOSS CONTROL COORDINATOR

REVCO, the nation's largest discount ·drug store chain,
has an immediate opening for an individual with a back-
ground in Occupational Health and Loss Control. This
person will assist in the development and administra-
tion of employee health and safety programs.
The ideal candidate will have experience with an insur-
ance carrier or industrial firm as an occupational health
consultant or have a certified occupational health nurs-
ing designation with a desire to expand into loss control.
Operating out of the corporate office in Twinsburg, Ohio,
the coordinator will travel extensively throughout the
U.S. with extended periods away from home.
This exceptional career opportunity offers an excellent
wage and benefit package. Please send resume with
salary requirements to:

REVCO D.S..INC.
Personnel Division, D.R.
1925 Enterprise Parkway
Twinsburg, Ohio 44087

Risk Management
Executive Recruiting For

Corporations, Brokerages
& Insurance Companies

Contact:
Chuck Hubbard

(212) 599-2662

METRIC
11 E. 44 St.

New York, NY 10017

RISK & INSURANCE
CONSULTANT

IN ITALY

Riak consultant, Italian national, in-

tended in giving the most efficiency
to his professionality, would meet

North American organizations with

Dri,gram of opening operative bases in

Italy by offering his services as con-
sultant and joint venture Solid pack-
age of technical knowledge and more
thLn 20 years experience. Willing to

stay temporarily abroad for training.

Box 484. BUSINESS INSURANCE
740 Rush St. Chicago. ttl. 60€lit

IN

-==Risk Managemenl
• Corporate

Naffonal • Insurance
Placement Company

• Brokerage
MARTY HODES, ARM

(212) 697-3358

IRM Division
Insurance Risk

Management
L Career Guides Agency

415 Lex. Ave., NYC 10017

STATISTICIAN/
CONSULTANT

Risk Management consulting firm
located in San Francisco is seeking
an experienced person in the quan-
titative aspects of Risk Manage-
ment. Good working knowledge of
computer applications Is required.
Salary commensurate with expert.
ence. Please send cover letter and
resume to:

Box 483, BUSINESS INSURANCE
740 Rush St. Chicago, ill. 60511

OIL EXECUTIVE
East Coast operation of nationally known firm is searching for heavily experienced ex-
ecutive to direct activities in their OIL division. Experience level required is a minimum
of 10 years marketing/underwriting background with speciality being in offshore ven
tures to include North Sea sectors. Must be conversant with al aspects of deep sea
drilling and will have solid experience in dealing with london markets. Our client is
receptiveto a highly negotiable salary package and benefits but will be found comfort-
able in the $75,000+ +++ bracket Contact Jim Gilbert in Dallas office for furtherde-
tails on this superb opportunRy.

MARKETING MANAGER (Texas)
To be considered a serious candidate for this opening you must have at least five
years experience in the underwriting of oil and oil related accounts. You will be re-
sponsible for marketing activities of this well established firm. Ideal candidate will pos-
sess most recent experience at the agency/brokerage level and will assume immedi-
ate managerial responsibilities. Salary range will be in the $60,000 PLUS bracket with
desired experience. Call or write to Jim Gilbert in Dallas for further information on this
listing.
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Asbestos decision debated
Continued from page 1

They point out that the courts
have tended to adopt whatever the-
ory favors the policyholder in the
case at hand. Eagle-Picher may be
the only asbestos coverage case
pending in the courts whose insur-
ance is maximized under the mani-

festation approach, noted one attor-

Two circuit courts of appeal that
have ruled on the issue have

adopted the exposure rule, uphold-
ing the lower court in INA et al. vs.
48 Insulations and reversing the
lower court in Porter vs. American

Optical Corp (BI, Nov. 3, 1980; June
29,1981).

The U.S. District Court in the

District of Columbia also recently
espoused this view in Keene Corp.
vs. INA (BI, March 2).

Although insurers will pay more
to Eagle-Picher under the Boston
court's decision, it is generally be-
lieved that the manifestation ap-
proach provides less coverage to as-
bestos makers in the aggregate.

Hundreds of millions of dollars

are at stake for asbestos manufac-

turers as well as a principle of
claims treatment that could even-

tually be applied to long-latent dis-
eases caused by DES, Agent Orange
and other substances.

After three courts reached simi-

tar conclusions on the coverage
question, some legal experts sug-
gested that the thorny issue was
near resolution. Two major asbestos
insurers, Aetna Casualty & Surety
Co. and The Travelers Insurance

Cos. recently announced they
would pay claims according to the
exposure approach.

But the long-awaited Eagle-
Picher decision clearly boosts the
spirits, if not the prospects, for in-
surers fighting to establish the
manifestation rule.

"This takes some of the steam out

of the exposure juggernaut," ob-
served Christopher C. Mansfield,
attorney for Liberty Mutual. "The
court recognized that the manifes-
tation theory had validity."

District Court Judge Rya Zobel
reached the decision by giving
plain meaning to Eagle-Picher's
various insurance policies, Mr.
Mansfield explained. "She had the
courage to rule that you can't use
an electron microscope or talk to a
pathologist to find out what bodily
injury means."

Other attorneys in the case
agreed that Judge Zobel based her
decision on a careful examination

of the policy language with special
attention to the terms "bodily in-
jury," "personal injury" and "oc-
currence."

The coverage language leads to
the conclusion that exposure to as-
bestos results in personal injury
when it produces clinically evident
diseases that can be diagnosed, the
judge wrote in a 17-page memoran-
dum opinion.

But the ruling goes against all the
other cases decided so far, stressed

Francis J. Bousquet, a Boston attor-
ney representing American Motor-
ists Insurance Co., a member of the

Kemper Group based in Long
Grove, Ill.

He suggested that the conflicting
decisions could spur the U.S. Su-
preme Court to grant the Insurance
Co. of North America and Liberty
Mutual's petition for review of the
Sixth Circuit's 48 Insulations deci-

sion.

"If there is a justice on the court
who wants to nip this litigation in
the bud so that underlying claims
can be paid, he might seize the
Eagle-Picher case as reason to
grant review," said Mr. Bousquet.

But other attorneys did not think
the high court would be swayed by
the Eagle-Picher decision. They
argue that the various courts have
been applying the laws of different
states. Therefore, their decisions

are not really conflicting.

"I do not believe the wave of ex-

posure decisions will be stopped by
this case," said Victor B. Levit, a
San Francisco attorney active in
asbestos litigation. "In 99 out of 100
cases the insured is better off under

exposure-the Eagle-Picher case is
the exception."

Mr. Levit said that the thread

weaving recent court rulings to-
gether is the courts' tendency to
construe coverage to favor the poli-
cyholder. One result of the deci-
sion, he adds, is that insurers ready
to throw in the towel on the mani-

festation approach may now be en-
couraged to drag out litigation.

"I wouldn't quarrel there is a
common thread, but I believe the

tendency is to maximize coverage
not so much for the policyholder as
for the injured asbestos workers,"
explained Charles R. Parrott,
Eagle-Picher's attorney with the

law firm of Nutter, McClennen &
Fish in Boston.

In the text of the Eagle-Picher
decision, Judge Zobel acknowl-
edges that other courts have af-
firmed the exposure theory. But
she notes that "it is the manifesta-

tion theory which is like (sic) to
maximize the coverage provided to
Eagle-Picher in the underlying
lawsuits."

She emphasizes that the court's
adoption of the manifestation the-
ory is grounded on the relevant
text of the insurance policies and
the medical evidence.

"An additional strand of support
for this conclusion, however, is

provided by the fact that applica-
tion of general rules of insurance
policy construction, with their pub-
lic policy underpinnings, provides
the same result," she writes.

Supporters of the manifestation
theory are likely to grasp onto the
judge's assertion that it is the cor-
rect approach, whereas exposure
proponents clearly believe public

policy considerations were control-
ling in the case.

Eagle-Picher has been named as
a defendant in about 5,500 lawsuits
in which plaintiffs allege they con-
tracted asbestos-related diseases as

a result of contact with products
made by the company between
1931 and 1971.

Before 1968, Eagle-Picher was
uninsured against asbestos disease
losses. From January 1968 through
1979, Liberty Mutual provided pri-
mary general liability insurance
with varying limits. From June
1973 to 1979 Eagle-Picher obtained
first one and later two layers of ex-
cess insurance.

Liberty Mutual and most of the
London insurers and underwriting
syndicates participating in the excess
coverage espouse the manifestation
theory. American Motorists and
other London insurers maintain that

only policies in effect at the time of
exposure provide coverage.

Eagle-Picher's London market
insurers favoring the manifestation
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theory include: Walbrook Insur-
ance Co. Ltd., Winterthur Swiss In-
surance Co., Southern American
Insurance Co., Mutual Reinsurance
Co. Ltd., St. Katherine Insurance

Co. Ltd., London & Edinburgh
General Insurance Co. Ltd., Ber-
muda Fire & Marine Insurance Co.

(U.K.) Ltd., Dominion Insurance

Co. Ltd., Yasuda Fire & Marine In-
surance Co. (U.K.) Ltd., Bellefonte
Insurance Co., Mentor Insurance
Co. (U.K.), Ltd., Assicurazioni Gen-

erali London, Stronghold Insur-
ance Co. Ltd., London & Edin-

burgh Insurance Co., National Cas-
ualty C6. of America Ltd., Accident
& Casualty Insurance Co., Argon-
aut Northwest Insurance Co.,
Slater, Walker Insurance Co. Ltd.

and John Basil Thomas Bird, a rep-
resentative underwriter.

The company's London market
insurers favoring the exposure the-
ory include Turegum Insurance Co.
Ltd., Excess Insurance Co. and Phi-

lip Alan Froude, a representative
underwriter. .
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CNA presses premium suit
Continued from page 2
on CNA's suit dating back to mid-1979.

A "disagreement" with CNA's account manager over such matters
as premium price led National Steel to terminate its seven-year rela-
tionship with the insurer in 1978, according to Mr. Armstrong.

National Steel's $20 million coverage (with no deductible or self-
insured retention) consisted of a guaranteed-cost annual premium
program for general liability and workers compensation, he says,
noting that the workers compensation business was audited an-
nually.

A decision on whether to reopen the case will take at least another
two to three months, as Mr. Armstrong sees it. And, if its request is
denied, CNA still can pursue the matter before the Third Circuit
Court of Appeals.

Noting that the case is "still in progress," CNA refused to com-
nnent.

Reinsurance course offered
The College of Insurance will

offer its six-hour "Brief Course in
Reinsurance" 16 times in the next
12 months. The course will be held

in New York, Chicago and Los An-
geles.

Designed for new reinsurance
personnel, primary underwriters,
agents/brokers and risk managers
who know little or nothing about
reinsurance, the course explains
the purposes and uses of reinsur-
ance, the difference between facul-
tative and treaty reinsurance and

CEBS

the details of pro rata, excess and
catastrophe plans.

The course has been offered by
the college for the past six years.

For dates and information about
the New York and Chicago pro-
grams contact Margaret Wilder,
The College of Insurance, 123 Wil-
liam St., New York, N.Y. 10038. For
information about the session in
Los Angeles contact Gilda Hazan,
The College of Insurance, 3142 Wil-
shire Blvd., Los Angeles, Calif.
90010. •

Isn't It Time You

, Got the Recognition
You Deserve?

You're an experienced practitioner in the employee benefits field-
been around long enough to earn some solid credentials. You know
your job inside and out-you're good and darned proud of it.
There's only one problem-how do you let everyone else know
your worth? Who evaluates your credentials and what criteria do
they use? Don't you wish there were some uniform method of
assessing your knowledge in employee benefits so that you
wouldn't have to prove yourself all the time?

There le-The Certified Employee Benefit Specialist Program,
a Professional Designation in Employee Benefits.

For more information

contact:

CEBS Department
International Foundation

of Employee Benefit Plans
P.O. Box 69

Brookfield, WI 53005

(414) 786-6700

Please send me the CEBS Catalog of
Information.

Name

Company

Address

City/State/Zip
81 F/81

Co-sponsored by the International Foundation of Employee Benefit Plans
and the Wharton School of the University of Pennsylvania.

Company brings therapists
to patients at workplaces
Continued from page 3 surer directly, he says. The employer need only pro-
juries not related to work taken care of at no charge to vide space for the medical on-site faclility. Many com-
them panies use an existing first-aid station.

The idea for New Fror.tiers was conceived when Mr. As an added incentive, if the company's insurance
Worley was treating Mr. Smith for an injured elbow. company will only pay 80% of the treatment, New
At the time, Mr. Smith was in charge of cost contain- Frontiers will absorb the other 20% rather than charge
ment for an industrial firm. the employer or worker, he said.

The two men started talking and Mr. Worley also explained why New Frontiers goes
-/b. decided their professions could be a the extra step and treats employees for non-work re-

 winr.ing combination. Not quite a lated injuries. If the company is not self-insured, the
 year has passed, but the two-man non-work related injury is payed by the group health

team has saved thousands of dol- insurer. For an injury sustained at work, the company's
lars for their first few clients. workers compensation insurer is billed, says Mr. Wor-

New Frontiers provides the staff ley.
  and equipment for the therapy fa- "It's an anti-inflationary approach to medical care,"

cility at no cost to the employer. Mr. Worley says, "because it reduces all physical ther-
Tre:tment provided by licensed apy treatment charges by about 17%. And that doesn't
professional therapists includes include the reduction in off-work time, which is the

Smith whi.·lpool, electro-stimulation, major benefit.
massage. ultrasound, heat, traction "We're out to revitalize American industry by ag-

and exercises. gressively treating injuries to either keep the employee
Ea.h employee referred for treatment is charged the working or making sure he gets back on the job as soon

same rate. an agreed-upon fee ranging from $19 to $24, as he's able."

depending on the size of the company. New Frontiers By having an independent source treat workers'
based their fees on a survey of 40 New England hospi- sprains, strains, back problems or other orthopedic in-
tals; competitive charges for physical therapy treat- juries, the employer is less likely to file a workers com-
ments there averaged about $29 a visit. pensation claim because the worker sees the therapist

By cha.ging each patient a set rate, regardless of the as an outsider who has no vested interest in the com-
treatmen., New Frontiers can make a profit and still be pany, Mr. Worley says.
fair to the employer, Mr. Wcrley says. "It's a cheap way for the employer to save money,"

The injured worker never has to exchange money he adds. "It doesn't cost them a dime-they have noth-
with the therapist because New Frontiers bills the in- ing to lose." .

POSA fights state efforts
to investigate its records
Continued from page 2
mer POSA fronts and associates

continue to be named .n legal ac-
tions involving cancelei or stalled
reinsurance agreements.

A key suit filed in a London
court against three POSA fronting
insurers was settled earl.er this
summer.

The United Kingdom's High
Court awarded The Insurance
Corp. of Ireland $300,000 plus court
costs and interest from Administra-

tia Asigurarilor de Stat of Romania,
Aseguradora Mundial S.A. of Spain
and Seguros La Republica of Mex-
ico to pay their share of losses from
a 1978 North Sea oil pipeline leak.

The total claim for the leak
reached $5 million, of whih $1,25
was insured by the Insuran.e Corp,
of Ireland. The only reinsurers who
refused to pay claims were the
three represented by POSA, ac-
cording -0 court documents.

Mund.al, La Republica and the
Romanian company had disputed
the claim, according to their attor-
ney John Roney, because they
thought the reinsurance agreement
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had been renewed after the pipe-
line started leaking without proper
disclosure of the damage.

"Our main argument was based
oh the lack of information which

led us to suspect that our clients
weren't on the risk," Mr. Roney
said. New evidence, uncovered re-
cently in the 3-year old dispute,
showed the reinsurers were liable,
however.

"The renewal was made in good
faith," Mr. Roney said, adding
POSA of Panama was the rein-

surers' general agent.
La Republica will most likely

pay two-thirds of the judgment,
added David Mcintosh, senior part-
ner of Davies, Arnold & Cooper,
attorneys for the Insurance Corp.
of Ireland. The other reinsurers are
liable for about $50,000 each.

La Republica is also suing six
reinsurers for losses on several 1976

reinsurance agreements, according
to court documents. The reinsurers

include Commonwealth Insurance
Co. of Canada, which had been on a
list of POSA securities in the mid-
1970s.

CJV Associates, the reinsurance
intermediary that solicited clients
for POSA fronting insurers, also is
involved in other legal action in the
United States.

Argonaut Insurance Co., in ac-
tions filed as early as March, is
suing the Israeli Halvanon Insur-
ance Co. and Korean Reinsurance
Co. for losses allegedly covered
under a variety of reinsurance con-
tracts.

The complaints charge that CJV
was a legal agent for Korean Re
and Halvanon and responsible for
claims payment and processing.
CJV principal Myron Patt, who
participated in the attempt to buy
POSA of Panama, denied the legal
agent connection, but confirmed in
court papers that CJV provided
service to Korean Re and Hal-
vanon. •
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/ Bl Insurance Index . Inflation, high interest rates
195 take toll on insurance stocks
186/// \-\
190

By JAMES LAWSON
180 TnINANCIAL ANALYSTS predicted an in- BI ticker

\   surance stock boom several months ago,175

170 I ji 166&1 jtIlinageiindfl1oanb *53*5%2E:si t FSEESiaES-
165 iIi a soft insurance market that has reduced headed downward, the cost of living surged Insurance stocks "have been very sloppy,"

- many insurers' earnings have kept insurance last month In June, the Consumer Price says Leandro S. Galban Jr, a vp with Don-
li stocks in a depressed state, too Index rose only 9 6% over June 1980 In July, aldson Lufkin Jenrette, a securities firm in

4hpdAIVP#4·8':S¢'4Fl#' And the outlook, some Wall Street analysts it Jumped a whopping 15 2% New York "They took off in the spring even

l
, say, isn't bright, especially in the near future While much of the malaise that hurt insur- though interest rates were high They've al-

/ While they feel insurance stocks eventually ers' results has been attributed to inflation, ready discounted any (future) drop m inter-

Insurance industry stocks took it on the chin will come around, they warn market players the high prime rate-the interest banks est rates "

again last week as the Business insurance to "avoid the Industry for the short term and charge their most credit-worthy corporate

stock index dipped 3.4 points to 175.3 from be panicky for the long haul Don't do any- customers-and high short-term money

178.7. Only 13 issues rose, 48 posted declines thing until you see a clear sign interest rates rates, many property/casualty insurers also
Financial Briefs

and 10 were unchanged. The decline would are coming down-for good '1 have been hit with underwriting losses, a American International Group
High interest rates affect insurance stocks slump in operating income and fierce compe-have been greater without First Colony Life In-

surance Co.'s 28.9% increase. Other leading negatively because the value of insurers' tition for commercial lines business Confidence that the housing market will
bond portfolios tend to be lower during peri- In addition, insurers with major overseas rebound is the basis for American Interna-gainers included Poe & Associates Inc., 9.1 %,

and Frank B. Hall & Co. inc., 7.0%. The biggest ods of high interest. operations have suddenly been hurt by for- tional Group's decision to stake at least $130
losses were suffered by SRI Corp., 12.196; Ap- Many analysts predict that insurance stock eign exchange losses caused by a stronger million on United Guaranty Corp., a nation-

prices won't recover this year and possibly U S dollar wide underwriter of loan insurance
palachian National Corp., 10%; Gulf United

won't rebound until the first or second quar- And investment income, one of the bene- The recently announced merger agree-
Corp., 9.9%; American Bankers Insurance

ter of 1982 when interest rates are expected flts of high interest rates and a savior for ment between the two companies gives AIGGroup, 9.4%; and American Indemnity Finan-
cial Corp., 9.3%. The 1.9% decline in theindex

to soften some insurers, often has not been enough to access to the mortgage guaranty business, as
was less than the other market averages. "We rhave a cautious approach to (insur- offset underwriting losses well as a ready-made market for many of its

ance issues)," says June Hoffer, insurance re- Competition, some industry officials con. bank division products.
search associate for Bache Halsey Stuart tend, has prompted many insurance com- "When the housing market improves over

British Issues Shields Inc in New York "As long as inter- panies to keep premiums low in hopes of at- the next decade, we will be nicely posi-
est rates remain high, you won't see an im- tracting new business Inflation, on the other tioned," says Gavin Arton, AIG's director of

1 Week

8/25
mediate turnaround hand, has buoyed the cost of claims investor relations

Price P/E Div Vie Id High--Low

Companies pence pence % pen/penco
Lacy Hunt, executive vp and chief econo- "The length of the underwriting cycle has The merger itself experienced some trou-

Comml Union 162 108 1607 99 166-162 mist for Fidelity Bank in Philadelphia been stretched out longer than anyone ex- bles as AIG stock tumbled to less than $60 per
Eagle Star 309 103 21 43 69 310-309 agrees "I'm negative on the stock market pected," says James B Stradtner ofAlex share from the $62 level first pegged for the
Gent Accident 378 88 21 07 56 382-378 I'm more negative on the interest-sensitive Brown & Sons m New York "It'11 be well deal To meet a mid-August deadline for so-
Gdn Royal Exch 368 9 4 22 14 6 0 374-368 stocks (banks, insurance companies and elec- into 1982 before the pricing structure liciting proxies. AIG sweetened its offer to
Phoenix 312 92 2129 68 320-308 tric utilities) There's a growing economy and changes UGC shareholders
Royal 405 104 3500 86 410-405

there's a great demand for credit As long as 44Investors are saying 'We don't know how The original terms called for the tax-free
Sun Alliance 996 100 47.14 4 7 1012-996 the demand is great, interest rates will re- long the unfavorable cycle will continue ' exchange of 04 shares of AIG convertible
Brokers main high," he says Meanwhile, property and casualty companies preferred stock for each share of UGC com-
CE Heath 308 120 1500 49 312-305 Sagging stock prices have been a disap- will mark time " mon stock AIG tacked on a conversion rate

Hogg Robinson 112 90 857 76 114-105 pointment to many securities experts who Analysts say life insurers, too, suffer from that takes market fluctuations into account
Alex Howden 136 88 1000 73 136-128 several months ago touted insurance issues as the soft market, a higher percentage of policy and an alternate cash offer of $36 per UGC
JH Minet 144 13 1 650 4 5 146-143 hot properties that investors would snap up loans to customers who seek low-cost money, share, limited to a maximum of 1 17 million
Sedg Grp 153 125 7.14 47 154-152 when interest rates dipped Insurance issues, policy lapses and competition to corner a big- shares
Stenhouse Hidg 96 88 664 69 96- 93 the experts added, were expected to be the ger share of a shrinking marketplace The agreement is expected to be approved
Stew Wrightion 218 115 1714 79 218-217
Wilks Fabl, 376 130 17.14 4 6 380-375

beneficiaries of slower inflation "When money is tight," one analyst notes, by UGC's shareholders Sept. 29 The com-
Interest rates dipped slightly earlier this "the insurance premium is the last thing a pany would become a wholly owned subsidi-

Source Philip Olsen/Alan Clifton. Insurance Industry
Specialists Kilcal & Aitken Stockbrokers. year, but climbed again in April, when the person thinks about paying " ary of AIG

London prime rate nearly approached January's rec- Mr Stradtner contends, "There's total con-

ord 21 5% Some bankers and economists pre- fusion of investors of these (life) groups be- Ryan Insurance Group
Ryan Insurance Group Inc reported net

income for the second quarter at $244 mil-

Bl Industry Stock Report hon compared with $2.79 million in the sec-
ond quarter of 1980. Total revenue grew to

AUG. 25,1981 8/19/81 THRU 8/25/81 AUG. 25, 1981 8/19/81 THRU 8/25/81 $54.4 million from $452 million in last year's
second quarter The figures Include the re-

Insurance Cos. Price % Chg P/E $ Div % Yld High Low Vol (000) Price % Chg P/E $ Div % Yld High Low Vol (000) sults from James S. Kemper & Co, which
---- lill-----Il--I

Aetia Life & Cas Co NYSE 35.88 -5 6 63 232 65 37 88 35 88 361 5 Travelers Corp NYSE 41 63 -6 5 48 288 69 44 50 41 63 328 9 Ryan acquired earlier this year
American Bankers Ins Group OTC 600 -94 11 3 044 7 3 6.50 6 00• 71 0

American Gen Ins Co NYSE 40.88 03 65 200 49 41.63 40.88 129 9 United Fire & Cas Co OTC 3550 00 93 100 28 35 50 35 50 00

American Indty Finl Corp OTC 1463-93 59 112 77 16.13 14.63 9 1 United States Fid A Gty Co NYSE 40.13 -5 3 59 320 80 42.50 40.13 154 3
American Intl Group Inc OTC 5700 -30 10 4 0 40 07 59.00 57 00 250 3 United Svcs Life Ins Co OTC 1350 09 55 100 74 13 88 13.50 13 1 Bitco Corp.

uslire Corp NYSE 2375 -4 0 57 076 32 25.00 23 75 101 8

American Natl Ins Co OTC 1275 -10 59 068 53 12.88 12.75 124 3 Washington Natl Corp NYSE 26 25 -5 4 78 108 41 27.75 26.25 48 9 Bitco Corp of Rock Island, Ill, has declared
American Sts Life Ins Co OTC 195n-37 62 072 37 20.25 19.50 13

Aneco Reina Ltd OTC 3 on 00 00 000 00 3.00 3.00 16 0 Zenith Natl Ins Corp OTC 625 -44 90 060 37 17.00 16.25 18 3 a quarterly dividend of 54 cents per share
Appalachian Natl Corp OTC 225 -10 0 64 000 00 2.50 2.25 36 payable Sept. 11 to shareholders of record
Avemeo Corp AMEX 963-61 80 050 52 in 38 9.63 81 INSURANCE COMPANIES AVEPAGF 77 41

Sept 2
Banks Iowa Inc OTC 3800 -in 60 144 38 4000 3800 46

Biteo Corp OTC 40 00 26 56 216 54 40 00 39 00 33 AgentS/BrOkerS
Carolina Cas Ins Co OTC 675 38 49 032 47 6.75 6.50 4 1

Central Natl Finl Corp OTC 1038 37 38 065 63 10.38 10.00 3 7 Al/*ander & Ale.ander Sves OTC 3100 08 107 184 59 3175 3075 122 7 Mission Insurance Group
Chubb Corp OTC 4 50 03 56 268 59 46.13 45 50 62 8 Baldwin & Lyons Ine OTC 3475 00 59 080 23 34.75 34.75 24

Corroon A Black Corp NYSE 2175 -5 4 11 4 1 76 8 1 23.13 21.63 85 3 Mission Insurance Group Inc, based in Los
Combined Intl Corp NYSE 20.25 -2 4 55 160 79 20.63 20.13 118 7 Crump E H Cos Inc 0Tr 13 25 -6 2 18 9 0 40 3 0 14.50 13.25 54 5

Connecticut Gen Ins Corp NYSE 48.13 -3 3 63 176 37 50 75 48.13 174 3 Hall Frank B A Co Inc NYSE 23 00 70 86 166 72 23.75 23.00 65 4 Angeles, has declared a quarterly dividend of
Continental Corp NYSE 24 AA 10 79 240 96 24.88 24.38 166 9 35 cents per share payable Oct 23 to share-
Crawford A Co OTC 15 75 -3 1 12.1 0 52 3 3 16.25 15 750 12 4 Integrated Rei Inc AMEX 15.13 52 66 0 on 00 16.00 14.38 116 0

Crown Life Ins Co OTC 10500 0 0 11 4 2 PO 27 114 00 105 00 04 Jamel Fred S A Co Inc NYSF 25 25 -1 5 11 6 160 6 3 25.75 25.00 48 6
holders of record Oct 5

Harsh A Mclennan Cos Inc NYSE -5 RA -0 3 119 2 00 56 36.25 35.88 223 0

Crum & Forster NYSF 3075 -12 54 164 53 12.50 30.75 107 3 Penneorp Fincl Inc NYSE 588 -2.1 66 016 27 6.50 5.88 159 8

Employers Caa Co OTC 3900 -41 57 120 34 36 00 35 00 31 Poe A Assoc Inc OTC 12.60 9 1 10 4 0 80 6 7 12 000 11.00 02

Equifal Inc NYSE 23 50 61 1 53 24010 / 24.50 23.50 71
Crum & Forster

Eteelsior Ins Co OTC 16 50 00 17 6 070 4 2 16.75 16.50 3 3 Reed Stenhouse Cos Ltd OTC 11 50 34 91 060 52 11.50 11.00 21 4
Farmers Group Inc OTC 2650 -66 82 112 42 28.50 26 50• 145 4 Rollins Burdick Hunter Co OTC 2325 -11 129 124 93 23.50 23 25 11 2 Crum & Forster has declared a quarterly

First Colony Life Ins Co OTC 62.50 289 191 080 13 62 500 49.50 23 4 AGFNTS/BROKERS AVERAGE 94 51
dividend of 41 cents per share of common

Foremost Corp Amer OTC 2575 -88 77 080 31 28.25 25.75 22 0 stock and 60 cents per share of Series A con-
Great West Life Assurn Co OTC 250.00 0 0 10 1 10.00 4 0 250.00 240.00 03
Hanover Ins Co OTC 2850 -50 39 072 25 29 75 28.50 13 9 Conglomerates/Holding Cos. vertible preferred stock Both are payable
Hartford Steam Roiler Iniptn OTC 4250 -23 76 260 61 43.00 42 90 36 Sept 10 to shareholders of record Aug. 26

American Express(Fireman'a Fd) NYSF 43 63 -2 R 80 ino 46 45 25 43 50 677 3

I J. fre'lon Natl Life Ins Co OTC 3550 00 286 064 18 35 50 35 50 8 3 Anderson Clayton(Ranger/PanAm) NYSE 25.25 20 62 120 48 25 3A 24 63 86 1

Kemper Corp OTC 33.88 -1 R 54 160 47 34 50 33 88 45.2 Armio Inc NYSF 31 63 -3 1 7.3 1 80 5 7 33.38 31.63 240 5

Lincoln Natl Corp Ind NYSE 38 50 -3 4 59 300 78 40 00 38 50 52 9 City Investing Co (Home Ins ) NYSE 24 88 -5 2 72 160 64 26.13 24 BR 338 9 Washington National
Mgic Invt Corp NYSE 34 38 -1 8 90 128 37 35 On 34 38 282 8 CNA Finl Corp (CNA) NYSE 14.88 -5 6 99 000 nO 15.38 14.88 17 6

Mission Ins Group Inc NYSE 40 50 -4 4 74 100 25 42.75 40.50 59.S
Control Data (Comnl Credit) NYSE 67.88 -3 2 80 100 15 70.63 67 BA 612 4

Washington National Corp., a life, annuity
Nationwide Corp Ohio OTC 2463 00 70 670 28 24.63 24.63 2 1 General Re Corp NYSE 7825 -60 92 176 25 7500 7025 551 and health insurance company based in
Northwestern Natl Life Ins OTC 2588 -19 63 136 53 26.50 /5.88 29 4 .ulf Utd Corp NYSE 18.13 -9 9 66 1.32 73 19.88 18 130 79 3

Ohio Cas Corp OTC 4000 -03 6.1 204 51 40 AR 39.88 63.1 -NA Corp (Ins Co of NA) NYSF 42 K -2 0 59 240 57 43.38 42 00 209 1
Evanston, Ill, has reported net income of

Old Rep Intl Corp OTC 1575 -16 40 092 58 16.00 15.75 61 7 ITT (Hartford Group) NYSE 26 25 -2 8 48 260 99 27 13 26 25. 760 8 $20 8 million for the first six months of 1981,
, Pinehurst Corp OTC 663 -19 00 000 0.0 6.75 6.63 15 2

1ptimum Hldg Corp OTC 1175 -60 145'000 00 1250 11750 69 compared with $205 million earned in the
Preferred Risk Lire Ins Co OTC 193A -31 56 0.80 41 20.00 19.38 3 4 teliance Group Inc SE 87 90 -3 4 9 2 3 00 3 4 90 63 w 50 31  first half of 1980
Provident Lire & Ace Ins Co OTC 44.50 -3.3 62 220 49 46.25 44.50 15 1 ears Roehuek ACa (Allitate) NYSE 16 50 -2 9 77 136 82 17.13 16.38 1,224 6

Ryan Ins Group Inc OTC 2175-33 92 012 06 22.25 21.75 31 bAHCo (Rayly Martin A Fay) NYSF 34 88 07 13 6 1.00 29 34 88§ 34.75 25 3

St Paul Cos Inc OTC 4475 -40 77 2.32 52 46.88 44.75 106 0 Teledyne Inc (Argonaut) NYSE 149.50 -2 1 82 000 00 155.00 147.50 187 7

Safeeo Corp OTC 3575 00 68 200 56 36 13 35 75 85 2 Poe & Associates
Transamerica Corp (Oecidental) NYSF 22 38 00 70 128 57 22 75 22.13 190 2

Sri Corp OTC 2175-121 45 100 4.6 24.75 21.75 48 8 Poe & Associates Inc has declared a quar-
Seibels Bruee Group Ine OTC 2438 10 131 080 33 25 13° 24.38 93 2 CONGLOMERATES/HOLDING COS AVERAGE 78 32

Statesnan Group Inc OTC 688 00 5.8 015 22 6 PA 6.88 1]  *Record high/low since Jan. 1, 1981, System design. Altman Infomation Systems terly dividend of 20 cents per share of com-
Tokio Marine & Fire Ins Co OTC 142.63 2 2 19 3 1.00 0.7 144 90 142.63 mon stock, payable Aug 21 to shareholders
 of record Aug. 14. .

. t



Alexander & Alexander's special
National Environmental Action Team

can help safeguard your company's
assets. We view financial risk through
your eyes. Look beyond the treatment,
transportation and storing of hazardous
wastes to the entire spectrum of pollu-
tion liabilities - from generation to
disposal.

With A&A, you'll have access to
expert environmental scientists who
do detailed on-site risk assessments.

And we'll integrate insurance coverage
with an ongoing pollution loss control
program. That's important. Especially
now, when businesses must comply with
new more stringent EPA regulations and
protect themselves against environmental
liabilities, particularly those resulting
from gradual and non-sudden pollution.

Only by working from the client's
point of view can we be sure a company
gets the most comprehensive, cost-
efficient programs possible.

Full pollution
liability coverage

This insider's vantage point enables
us to be in the vanguard, formulating
contracts that go beyond hazardous waste .
coverage to full pollution liability
protection.

Because we anticipated such
coverage would burgeon in importance,
our 88 U.S. offices have environmental

insurance coordinators with ready access
to our corporate expertise. We maintain
strong contacts in Washington to stay
up-to-the-minute in this rapidly evolving
field. And help insurers develop pollution
coverages to assure you of adequate
capacity and competitive terms.

We are ready to look at any
business - medium or large -in any
industry and help create a total compli-
ance program.

We think a big reason A&A has
become one of the largest and most
trusted insurance brokers worldwide is

that we work the same way with every
client. From the client's point of view.
And in our business, that's the acid test.

Put A&Es environmental
risk planning tothe acid test

t

Experts from Advanced En*onmertal Technology Corp, of Morris Plains, New Iersey, cleaning up improperly handled hazardous wastes.

Alexander
8Nexander

From the client's point of view


