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A combined insurance package, iointly underwritten by Factory Mutuals and Employers Mutual Liaoility In-
surance Co. of Wisconsin, will "fully cover" property and liability damage arising from an estimated $500,-
000 fire loss at an Amway Corp. plant in Ada, Mich., according to Amway treasurer Dale C. Discher. Nine peo-
pie were iniured in the fire, seven of whom were hospitalized. The package coverage includes business in-

terruptions.

-Wide Word photo

Chubb on JFK theft; gem cover in air

NEW YORK-It
Chub*& Son stands to absorb
mu(* of the loss on a $600,000
cash and jewelry heist at Kenne-
dy airport last month.

looks like

Chubb, it was learned, writes
cargo insurance for Pan American
World Airways, the airline that
transported an undetermined
amount of cash consigned to the
First National City Bank from its
correspondent bank, the Bank of
Moravia in Liberia.

Bank of Moravia, which is a
wholly owned subsidiary of First
National City Bank, was also in-
sured through Chubb for regis-
tered mail insurance coverage on

the shipment, Business Insurance
was told.

ANOTHER BANK that shipped
money via Pan Am, the Bank of
Bermuda, was believed to have
arranged for protection through
the airline. This money was also
bound for First National.

Chubb has already paid off
First National for the loss sus-
tained by its Bank of Moravia
subsidiary. Because First National
was never in possession of the
funds, its banker's blanket bond,
through Lloyd's of L6ndon, would
not respond.

The robbery occurred at 4:30
a.m. on July 21. The valuables
were being guarded by one agency
guard in a strongroom located in
a cargo building at the airport.
Three robbers, wearing Pan Am
shirt patches, forced an airline
employe, at gunpoint, to smile
while he asked admittance to the
security area. With only a small
bullet-proof glass portal to peer
through, the guard opened the
door to the seemingly pleasant
employe.

Continued on page 26

NEW YORK-The mysterious
disappearance of more than $500,-
00O in jewels and precious metals
frorn the walk-in combination safe
of the Jewelry Unlimited Mfg. Co.
is looking more and more like a
fidelity case, Business Insurance
has learned.

Owners David Goldschild and
Michael Hersey declined to re-
lease any insurance details of the
burglary, but it was discovered
that St. Paul Fire and Marine
wrote the jeweler's block policy
that, according to a St. Paul offi-
cial, "covers almost every type of
risk, with one exclusion: fidelity."

Late

It could not be determined
whether St. Paul also wrote the
fidelity bond, but a source at the
company stated, "an outfit the
size of Jewelry Unlimited would
rarely purchase enough bonding to
cover a loss as big as a half mil-

lion dollars.”

THE THEFT was discovered
July 26 when an employe report-
ed to complete some unfinished
work. When he discovered the
vault open, he immediately sum-
moned the owners who called the
police and FBI.

Continued on page 26

news

Heinz adopts incentive plan
PITTSBURGH-H. J. Heinz Co. has dropped its management profit-

sharing plan and replaced it with an incentive plan that measures in-

dividual performance against sales goals established at the beginning of

the fiscal year. The new plan also takes into account the performance

of the Heinz profit center the employe is working in and the overall

corporate results. In adopting the new plan, Heinz cashed in the in-

terests of employes in the old profit-sharing plan.

Boise Cascade covers placed

BOISE, Ida.-Insurance coverage for the Boise Cascade Corp.'s new

$14 million headquarters now under construction has just been arranged

through Marsh & Mcl,ennan, Minneapolis, Clayton Carlson, corporate

manager of insurance, told Business Insurance. Boise Cascade's liability

will be covered by Employers Mutual Liability Insurance Co. of Wis-

consin and the builders risk will be taken up by an existing St. Paul

Fire and Marine contract. Workmen's comp will be bought by individual

contractors who will then give certificates of insurance to Boise Cascade.

Nixon's safety bill coming
WASHINGTON-The Nixon Administration has decided to propose a
Federal occupational health and safety bill, almost assuring passage of

some sort of measure in this area this Congress, maybe even this session,

Business Insurance has learned.

Continued on page 8

45¢ a copy; $10 a year
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747 makers reviewing
new liability scheme;

captive takes nose dive

NEVV YORK-AIr frame and
component part manufacturers for
the 400-passenger Boeing 747 now
appear to be on the road to gaining
liability coverage for the new
jumbo jets, which are scheduled
for delivef later on in the year.

Meanwhile, however, the air-
line's proposed captive insurance
operation received a setback. In
an announcement by the Air
Transport Assn. and the Interna-
tional Air Transport Assn., it was
disclosed that the starting date for
the operation was postponed until
Jan. 1, 1971.

Sir Giles Guthrie, chairman of
Air Transport Insurance S.A., Lau-
sanne, Switzerland, the industry
captive, said that the .plan for the
company submitted to the Swiss
authorities last spring "still await-
ed approval.” There now remains

"insufficient time” in 1969 for the

airlines and governments around
the world to complete preparations
enabling the insurance company to
start operations on the target date
of Jan. 1, 1970, Mr. Guthrie said.

The Aircraft Builders Counsel, a
group of 270 suppliers, seems to be
having better luck. The group has
given "favorable consideration” to
a proposal by U. S. and London
underwriters to supply up to $50
million liability coverage and up
to an additional $10 million ground
cover.

The proposal calls for the insur-
ance to be written on an "individ-
ual aggregate” basis rather than
an "industry aggregate” basis as
underwriters had wanted last
spring. The new plan means that
each member of ABC would get

$50 million in coverage on an in-

dividual basis.

The "industry aggregate” pro-
posal put forth by underwriters
last spring offered a flat $100 mil-

lion of coverage-which all ABC
Inernbers would have had to
share. In addition, the entire in-
dustry would also have shared the
cost of a loss to any individual air
frame or component parts manu-
facturer.

All ABC members would have
had to pay extra premiums to get
the $100 million reinstated should

a loss to any one of them occur.

IN OTHER WORDS, underwrit-
ers are now prepared to let mem-
bers take out individual coverage
(of up to $50 million) rather than
share an industry limit of $100
million. This, as one insurance ex-
pert put it, is "a definite conces-
mon.”

Underwriters said that although
there won't be a formal rating
setup for individual risks, the past
history and future loss potential of
large buyers will be taken into
consideration. Also, suppliers with
unusual risks or a poor loss ex-
perience may be individually ra-
ted.

ABC currently offers up to $20
million in liability coverage, but
the greatly increased exposure
brought about by the 747s has ne-
cessitated much expanded limits.
It's estimated that a crash of one
of the new 747s could result in
hull losses of some $30 million and
liability potential of another $40
miillion.

What keeps insurance managers
awake nights, however, is the pos-

Continued on page 26

Builders association

gets portable pension

coLuMBUS, O0.-The Home
Builders Assn. of Greater Colum-
bus and Life Insurance Co. of
North America have entered an
agreement which will result in
employer-paid pensions for em-
ployes of association members.

Edward D. Wood of Cincinnati,
regional life manager for INA,
said it was the first program of its
kind in Ohio. The pension plan is
portable within confine of the
association.

James L. Deagle, president of
the Columbus HBA, said employ-
ers who participate will con-
tribute a sum equal to 5% of each
employe's monthly earnings.
About one-fourth of the contribu-
tion will pay for a life insurance
policy. The remainder will be in-
vested by the Huntington Nation-

al Bank, as trustee, in securities
or equities.

Four employers (with a total of
150 employes) signed up as soon
as the program was announced.
Some 5,000 employes are eligible
through the plan if all eligible
employers participate, it was esti-
mated.

Employes between ages 19 and
59 k, who have worked for a Co-
lumbus HBA member at least six
months, are eligible. Each can in-
crease his pension benefits by
voluntarily contributing as much
as 10% of his wages to the pen-
sion fund.

The plan was developed by in-
surance company representatives
in conjunction with a task force
of home builders, over a two-year

o e— r <> 1 _



Farmer, Nixon civil rights aide,
plugs U.S. health care, black needs

MIAMI-The assist:nt U.S. sec-
retary of health, education and
welfare told a Miami insurance
convention that some fcrm of na-
tional health insurance is neeried
to aid deprived and minority
groups.

The official, civil r _gnts leader
James Farmer, also told the Na-
tional Insurance Assn. ulat Negro
insurance men need a lobbyiss in
Washington. In advocating na-
tional health insurance, Mr. Farm-
er emphasized that he was speak-
ing for himself, not for HEW.

BUT HE emphasized that black
corporations and blaci insurance

companies will play an important .-

role in the program E it becomes
a reality.

"Ycu pecple pioneered in black
business before black entrepre-
neurship became a popular
phrase.” he told the 600 Negro
men gathered for the 49th anr_ual
convention.

"When we were going to fail in
masses ycur insurance companies
came to a.r rescue. Now we are
beginning the critical effort to
harness the awesome power of
government :o help the little Keo-
ple.

"If this pregram of economic
development is to get off :he
ground, it will take the help of
black businessmen.”

MR. FARMER, who in 1 962
founded the Congress of Racial
Equality (CORE), urged the in-

su, anie association to become ac-
ti-ely involved in pressuring gov-
ernment cfficials to aid black
cap.talists.

hite businesses get large sums
of money to train people for man-
agement," )-e declared. "You should
be gesting money too."

FUnds are available in Wash-
ington to strengthen these enter-
prises. he said. "But you must
have representation in
Washington lobbying for money."

Black insurance companies face
two kinds of competisicn-for
policyholders and for skilled staff
emplc:yes as well, he said

Black-operated firms are losing
trained em;loyes to white-operat-
ed insurance companies which
feel "they must have a showcase

strong

Negro" on the j cb.

"Thst s all right,” Mr. Farmer
said. "Black mer. must keep get-
ting jets wherever They can get
thern.

"But you must build more jobs
into the comp anies which you
have created. It can be done, but
only if you are well-represented
in Washington "

Black insurance companies, he
said, have pioneered in providing
services for black people-provid-
ing moi tgage money when white
firms wiuld not, for instance.

But he addec, if there is to be
econonik jevek:pment of busi-
nesses iwned and operated by
Negross througtcut the nation, "it
will take cush:ng and prodding
from black people who have been
in business through zhe years."

"What we must do:" he said, "is
to move minoriu grcups into the
mainstream of Ameri:an life. Be-
fore ] finish, | swear America
will become the land ©f the free."-

"Spending $57,000,000 in the past
ten years on our facilities to improve
1 quality, we appreciate the

Insurance savings.American Mutual 4
has helped usrealize year after yea r."

KA

fil. Craig Smith

s

President and Tiea r

vondal*N Its

Sylacauga,

51 aads

contributing
editors

ance has added seven new contri-
buting editors.

They are James J. Andersen,
insurance manager of Squibb
Beech-Nut Inc.; Harold A. Clark,
manager-planning in the employe
benefits department of Sperry
Rand Corp;. Joseph Gullo, vp of
insurance at D. H. Overmyer
Co.; Paul C. Johnson, insurance
manager, Sea-Land Service Inc.;
M. Rex Pearson, insurance man-
ager, Signal Cos.; and Robert
Abrahamson, insurance manager
of Control Data Corp. William J.
Jones lll, assistant treasurer, over-

seas chemical division, W. R.
Grace & Co.

Current Business

contributing editors are Donald
Berry, vp of C, B. Lilly Inc.; John
W. Giles, attorney-at-law; Elliot
Beier, manager of pension and
profit sharing of Nuveen Corp ;
J. E. Benoit, of J. E. Benoit & As-
sociates; Howard L. Peek, partner,
Hewitt Associates; Bion H. Fran-
eis, manager of benefits and plan-
ning, Colt Industries; J. P. Olsen,
insurance manager of Ingersoll-
Rand Co.; Ned Miller, partner- of
Romm, Miller & Lazarus; and
Carl J. Vogt, supervisor of work-
men's compensation, General Tire
& Rubber Co.

With the addition of the seven
new contributors, Business I'nsur-
ance can now call on 16 experts
on insurance buying practices
across the country and in Canada.
Their columns will appear on a
rotating basis in the publication's
"Perspective” section. -

Insurance

Gilkenson
fills 'Bl' slot

NEVW YORK-Stephen D. Gil-
kenson has joined Business InBUT-
ance here as Eastern Edito

He succeeds Louis J. Raugh,
who has been named editor af
Advertising & Sales Promotion
magazine, which is also a publica-
tion of Crain Communications Inc.

Mr. Gilkenson formerly was as-
sistant Sunday editor of the Prov-
idence Journal, with responsibil-
ity for three Sunday sections of
the newspaper.

In his nine years with the Prov-
idence Journal, he has served as a
general assignment reporter, pie-
ture editor, makeup editor, ra-
dio-tv editor and entertainment

editor.
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By EDWIN BLACK car involved in the accident ” is called "catastrophe" policies m I I I
Mr Hansen acknowledged that excess of their retained habihty

NEW YORK-Either railroads during the past year or so there
reduce their accident rates, or has been an increase in the num- SAID AL ROYCE, insurance
premiums will be "more expen- ber of cars involved in accidents manager for Penn Central Rail-
sive than earthquake insurance in "As with any type of physical road, "The money I'm now paying ——
San Francisco " damage coverage, a continuation for premiums is in six digits For 4

So said one worried railroad of an upward loss trend must ul- this money I'm getting catastrophe | .
insurance manager And a nerv- timately be reflected in increased insurance in the neighborhood of
ous broker added, "l don't think it premiums,” Mr Hansen comment- eight digits | can tell you that the
can get much worse The brokers ed "However, | am more interest- greatest chunk of what )'m pay-
are already breaking their heads ed in the trend in losses over a ing for the coverage I'm getting is
trying to play down these railroad number of years than in any one for liability

accidents to the underwriters particular year Obtaining insur- "The whole insurance market

The blame for an average of ance coverage cn our cars has not iS tight,”" contmued Mr Royce “
100 railroad accidents a day is been too much of a problem to “Premiums are going up every-
summarily passed on to "defects date, but we are continuing to be where, and believe me, ours in-
in or failure of track and roadbed, alert to the situation " cluded As pertains to the rail- .
defects in or failure of equipment, The insurance picture Is differ- roads, we all know that :he rail- Two men were missing following the collision of a 73-car Milwaukee
and human error," in the words ent for the railroads No one guar- roads' loss experience is the best freigh- train and a 23-ccr C-,icago and Northwestern Railway freight at
of a report submitted to the Sec- antees their losses Almost all ma- guide to premium rates And | Elbercn, la, last March Lec- B Menner & Co, a Lloyd's of London cor-
retary of Transporation by a spe- lor rmiroads are self-insured to can tell you that if the increase in -esp=ndent with headquarters in Chicago, handles the liaoility coverage
cial task force for the study of certain limits and maintain what Contmued on page 30 -or Ch,cago and Northweate-7
the present railroad safety crisis

BUT THE REAL cause behind
the 8,000 accidents in 1968, double
the number of accidents recorded
in 1961, iS the fantastic pressure e '
by marketers to operate with . -
larger cars, longer cars and cars

with load capacities that generally A..1 Looking for a Chance to realize addil.
exceed the limitations of the fa- the burdent.f atided <*erhead.
cilities they run on, according to
almost a dozen railroad execu- Why not look iktc) EGRET GROW#¥H , .
tives interviewed by Business In- sified mutul fubd distributed by=Egrer35istflb
Surance
The director of operations and Foryourchent. it menni an opportimity to
maintenance for an eastern rail- investnzat porifolio and build his *ancial "ods€cgi .
road described the problem in this For>ou. it me: i additwnal income, thanks to nlsmre

way "Too many railroads are too
concerned about high quantity
and high capacity marketing The

tracks can't handle all of these

than-a#dra:N eammiRsion. and nooverhead costs. And r
its 4111>acked upt> the erpert advicejand professional

agemelit of the EGRET Organilation -4the Same people™ .r

high capacity and high quantity who nianage Edipkiyers-Commerc;al Union Compantem,'11 2
cars Most of the tracks are on ur nest So if you-re-10(*ing foi a way to broaden your financial :44 .
geared to take 36' to 40' cars But Your costs) plannind idiviek look into E(RET Distributing Compa'f
today the boys in marketing are s --we 11 5cglad in take jou and >our elients under our Wit*: <.

pushing 80', 85', 90' Jumbo cars

"What complicates things iS that .
wage mereases for workers and the
general money squeeze cut main- = -
tenance budgets, and the bloody ==
competition is so much and so
pressured that often the forces of .
marketing and maintenance don't "5 0, .4 9O/F7
get coordinated," said the official = r-42 h.

== = iR A

A SOURCE AT Trans Union ~
Corp holding company of Union
Tank Car Co, a madJor lessor of «
railroad tank cars, confided that 1. 1%

s
*Aa/z/t 2

"on some small 1lnes, certain I S E zes''C, —
bridges will not take a lot of weight
per inch All railroads have what 4 -1 .-
is called a Cooper's Rating, that is,
a calculation, rated for their own D
tracks, that measures the pressures
of various cars-and if the cars AN i
don't pass that rating, they don't
un "
"The problem IS," commented
an official of another builder of
rolling stock, "that the length
of trains, and the speed of trains
over areas where the Cooper's
Rating is close often IS the source
of danger
The insurance picture is affect-
ed in a number of ways by the h,
present status of railroad safety
Premiums inflate as the number
of accidents and their severity in-
crease It affects the railroads,
the builder of rolling stock, the
shipper and the passenger, each in Er
different ways

EDWARD D. Hansen risk man-
ager at Trans Union Corp, ex-
plained to Buszness Insurance that - 1
the railroad is usually liable for 1
d6inage to or destruction of roll- kg
ing stock involved in an accident
on the railroad main line "Settle-

ment is then made by the railroad
with the owner of the car in ac-

cordance with rules of the Assn

of American Railroads,"” Mr Han- E G R E r
sen said "This usually results in . . .
recovery of less than the replace- Dlmrlbuung

ment cost of the car destroyed

*
Trans Union insures the differ- Compan |nC, 110 MILK STREET, BOSTON, MASSACHUSETTS C2107

ence between the AAR recovery
and the replacement value of the



IM#liwashington watch

Nixon Administration goal: Effective
health care for everyone in U.S.

WASHINGTON--Pundits on
the health scene say they are be-
ginning to wonder if perhaps
Lyndon Johnson isn't picking up a
few extra dollars on the side
writing catch phrases for the
Nixon Administration.

If not, they say, it must have
pleased LBJ considerably to see
his successor's top health officials
refer to a "national goal of ef-
fective and dignified health care

for every American no matter
what his station in life or where

he lives.”

The truth is, however, that Sec-
retary Finch and Assistant Secre-
tary for Health Roger Egeberg
were quite serious when they
spoke of this goal in behalf of the
Administration. No matter how
you slice it, they were talking
about national health insurance as
a means of meeting this goal-
that is, some sort of program
whereby each and every Ameri-
can is provided with comprehen-
sive coverage for health care.

If this is shocking :0 some Re-
publican conservatives, they need
only to look at what happened at
the recent convention of the
American Medical Assn. in New
York for a real eye opener. At
that highly explosive get-together
of our nation's MD leadership,
the dominantly conservative or-
ganization endorsed a "voluntary"
system of health insurance for all.

Under the AMA plan, the Fed-
eral government would give tax

credits for private health insur-
ance and would issue "vouchers"”
to the poor, which would be re-
health

deemable for coverage

costs.

The AMA is not expected to
initiate any lobbying efforts in
favor of its plan. It is really only
a far-fetched attempt :o0 show
that the problem of health care
for every citizen can be solved
within the current system of
health care delivery-a system
that the MDs have a very deep
interest in preserving.

Despite the lack of enthusiasm
for the- plan, the AMA is on re-
cord as being in favor of a nation-
al health insurance system. And,
for all practical purposes, so is the
Nixon Administration.

THIS LEAVES very few hold-
outs in the conservative camp. In-

terestingly enough, b6th the AMA

and the Administration would ask

the business community to pick

1BEE
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CENTRA

With rising revenues from freight ton miles, and the setting of
record highs for average tons per car, the track looks clear

ahead for Maine Central Railroad Company to

engineer even greater growth. Going full
throttle on a fast business track like this

calls for the experience and versatility of
insurance by...
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up a large share of the tab, either
by higher taxes or greater ex-
penditures for health insurance.

The Administration's professed
interest in seeing that everyone
has adequate health care has not,
as many conservative Republi-
cans claim, been prompted by an
infiltration of liberal sentiment
into the ranks of the party hier-
archy. While this may be true to
some degree, the motivating force
has been a genuine concern over
the rising costs of health care.

This fact is probably best illus-
trated by a statement made by
Sen. Paul Fannin (R., Ariz.) dur-
ing recent hearings on rising
health care costs by the Senate
finance committee. The highly
conservative Sen. Fannin com-
mented that perhaps the only way
to control the rising costs of Med-
icaid and solve other problems in
the health field might be to "erect
a national health insurance sys-
tem of some kind."

Secretary Finch and Assistant
Secretary Egeberg made a num-
ber of specific proposals aimed
at ecst reduction, which they said
hopefully would challenge the pri-
vate sector to "begin the process of
revolutionary change in medical
care systems."

NO SPECIFIC suggestion was
made toward getting health serv-
ices to all Americans.

Instead, it was indicated that
this must wait until costs are
brought into line.

"Expansion of private and
public financing for health serv-
ices has (already) created a de-
mand for services far in excess of
the capacity of our health system
to respond,” the Administration
spokesmen held. The result, they
said, is a "crippling inflation in
medical costs causing vast in-
creases in government health ex-
penditures for little return, rais-
ing private health insurance
premiums and reducing the pur-
chasing power of the health dollar
of our citizens.”

AnNn interesting sidelight is the
make-up of the Nixon-appointed
task force to deal with the "crisis”
in the Medicaid program. Three
members of the committee, head-
ed by national Blue Cross head
Walter MeNerney, were co-au-
thors of a recent headline-grab-
bing report released by Senator
Edmund Muskie's subcommittee
on health of the elderly, which
called for an extremely liberal
national health insurance program
that would place strict controls on
doctor fees.

THE THREE

ARE Medical
Consultant Agnes Brewster,
United Auto Workers Social Secu-
rity expert Melvin Glasser and
the director of the Social Security
Department of the AFL-CIO, Bert
Seidman.

The Administration, of course,
wants to stay within the current
system, and it is highly unlikely,
considering its close ties to the
nation's MDs, that it will ever
propose anything too drastic along
the lines of national health insur-
ance

But, it readily admits, that de-
spite its good intentions, the plur-
alistic, independent, voluntary na-
ture of our health care systern
will be lost to "pressures for mon-
olithic government-dominated
medical care unless we can make
that system work for everyone in

Thai= rma=aticora»_"" —

Benefits division heads

Ron Stever has been elected
chairman of the board of Emett
Chandler & Stever, employe ben-
efits brokerage division of Pine-
hurst Financial Inc., in Los Ange-
les. Clayton R. Hurst replaces Mr
Stever as president and chief ex-
ecutive of the division.



Touchy
Question3

What happens when you have to tell 100,000
customers that their brakes may not work at 70 mph?

The PR department has a job.

They can talk about the fallibility of men.
They can point out that it's a good thing this
problem was aired before it was too late. And
they can show their willingness to make repairs
and adjustments.

In most cases, the customer remains loyal.
But it's an expensive ordeal.

Products Recall Expense Insurance is a rela-
tively new policy designed to fill this coverage
gap. Our own version is hardly out of the egg as
we write this.

We are not ready to offer this coverage to
ship builders or to manufacturers of ethical drugs
or pharmaceuticals, aircraft, *
or aircraft parts. And until -*G<** w
enough experience has accu-
mulated to provide credible
guides, we are obliged to exer-
cise a high degree of selection. + ,7.

For obvious reasons, you
must have your liability lines

and some product lines with

us. You must do at least $5 mil- 45 | &.

lion in annual sales. You are

expected to participate in 10% of the contract,
with the minimum deductible set at $10,000. And
in some instances, we may insist that our Products
Loss Control Program (see Touchy Question #34)
be in effect.

We realize that our requirements. are strin-
gent. And in that sense, we have arrived at a
touchy question ourselves.

How conservative or how speculative should
we be with this new insurance?

Of course we want to be flexible. But since
Products Liability is not a well-seasoned insur-
ance, we do not have the complete advantage of
relying on pre-set generalizations. Instead, we

must get brand new answers
that fit only your company.

That means the doors
must open to let us work, to
examine facts, and to discover
attitudes.

A little touchy, we agree.

4* But if we do our job right,

then that leaves you free to
do your job right.

That's the Wausau Story.

Employers Insurance of Wausau

We think insurance

ought to work
for a living.
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Stockholder throws Mil L Factors'

directors coverage into question

NEVVW YORK-A stockhclder's
suit charging fraud against offi-
cers and directors of the ME Fac-
tors Corp. has thrown into doubt
whether the factoring conzern's
key executives would be pritect-
ed under its directors and offi-
cers liability policy.

The legal whirlwinds surryind-
ing the surprise insolvency have
resulted in class and derivative
actions against both Mill Factors
and the financial concern's iredi-
tors. New York Life Insurance
Co., the largest single creditir of
the allegedly defaulting firm, has
met with a derivative suit from a
stockholder following the an-
nouncement that $8.4 million was
owed to the insurance company
by Mill Factors.

The complaint against 1 E Mill
Factcrs executives charges the:
"employed schemes, devices and
artifiees to defracd.” The action
against New York Life n ames 27
key men and. others -he plain-
tiff holds lesponsible for extend-
ing loans and buying allegedly
defaulted commercial parer, and
also charges fraud.

Reports circulating among legal
sources indicate other derivative
ac:ions may be filed against ctner
creditors the major cnes being
Bankers Trust: Manufacturers
Hanover Trust, Ae-na Life & Cas-
ualty, Travelers Insurance Cc,-,
Lincoln National Life and Hart-

fird Life Insurance.
According to the charge against
Mill Factors, filed in U.S. district

court, the executives of that ccm-
pany purpcsely circulated false
press releases and "fraudulent
and grossly overstated"” inter.m
reports to inflate the market price
cf Mill Factors common stock, tnus
"reaping substantial profits."”

A sozirce at Mill Factors discred-
ited the charge as "ridiculous and
without any foundation.” The suit
does not seek a specific sum of
damages, but pleads simply for
*'damages for wrongs" alleged in
the complaint.

A LEGAL SOURCE at New

Ycork Life called a similar suit

against the insurer "a big nui-

sance,"” saying stockholders who
in:tiate such actions are interested

only in "adding up the tiny ex-

Dial
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line" and talk to The Clinchers Safeco's ready team of experts.

Men who know the commercial-
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commercial accounts. It's not sc tougt, wi.t The Clinchers

behind you.

SAFECO
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The Clinchers.

pense rewards the courts allow
until some mir.etary gain : occurs.
Surprisingly €nougn, the man
heading the Mill Factors account
for New York Life, William Kei-
ter, was not named as a defend-
ant.

As reported .n the July 7 issue
of Business i -isu-ancE, claims
against Mill Factors' 1)&0 policy
covering executives of th3 finan-
cially troubled concern reportedly
have reached toe policy limit-$5
million. Coverlge was Ritten in
the London market.

It was spec:uk ted that ill Fae-
tors' D&O policy m.ght be one of
the first to PEY cff on claims,
since it had been alleged that the
firm’'s financial reverse had come
about through mismanagement
and not any form of d.ahonesty,
self-dealing or unjust enrichment,
or short-swing profi: taking.

If executives loss a stockhold-
er's suit because they had mis-
managed the assets of the compa-
ny, Mill Factors' D&0O policy

would presumably respond. But if
a court found that the fortune of
the concern declined due to dia-
honesty; unjust enrichment or
short-swing- profit taking, recov-
ery would be excluded.

1= THE STOCKHOLDER'S

charge that Mill Factors circu-
lated "fraudulent and grossly
ovefstated" interim reports to in-
flate the market price of Mill
Factors common stock, in. order to
reap "substantial profits,"” can be
substantiated, the» firm's D&O
policy would exclude coverage,
most insurance experts confirmed.

During 1967 and 1968, the suit
charged, loans were granted by
Mill Factors "particularly in its
commercial financing operations
in an improper, reckless, grossly
negligent and imprudent manner,
and without regard for the ade-
quacy or quality of the accounts
receivable taken as collateral for
said loans, and without regard for
the business and financial stabili-
ty and responsibility of the bor-
rowing clients of Mill Factors, all
with the design of the defendants
herein to report new volume highs
in receivables and to obtain the
highest rate of return with at-
tendant increased net worth, and
thereby to inflate the market
prices of the common stock of
Mill Factors and to maintain
said prices at artificially high
levels.™

Also, according to the suit, Mill
Factors gave extensions and mod-
ifications on loans that were in
default "for the purpose of con-
cealing defaults." The accounts
receivables securing the loans
were "inadequate collateral and a
substantial portion thereof was
overvalued and uncollectible,” the

suit stated.

WHILE THE PUBLIC (includ-
ing the plaintiff) was induced to
purchase common stock of Mills
Factors, "and the market prices
were inflated at artificially high
levels,”
the firm sold some of their hold-

officers and directors of

ings, the suit added.

The suit included Lybrand, Ross
& Montgomery, Mill Factors' ac-
counting firm, as one of the de-
fendants. The suit charged that
Lybrand "participated in, aided
and abetted and assisted in the
perpetration of the fraudulent
acts and practices, devices,
schemes and artifices and misrep-
resentations hereinabove alleged,
and acted fraudulently, carelessly
and in an improper manner in
making its reviews and audits of
the books, records and accounts of

Mill Factors. ...
The derivative action against
New York Life cites its entire
board of directors as individual co-
defendants; it also cites Mill Fac-
tors' accounting firm for more
than thirty years, Lybrand, Ross
B-ns. & Montgomery, and Gold-
man Sachs & Co., the brokerage
firm that sold "defaulted” com-
mercial paper to New York Life.
The suit alleges that $8.4 mil-
lion in commercial paper pur-
chased by New York Life was
done so without regist"ation and
therefore illegally under the Se-
curities Act of 1933. Goldman
Sachs, according to the charge,
"wholly failed" to investigate ad-
equately the state of Mill Factors
before they sold the notes, and
"impliedly represented no sub-
stantial risk to be attached.”

The suit states that because sale
of the commmercial paper was mis-
represented and sold without le-
gal registration, Goldman Sachs
should pay the entire loss sus-
tained by New York Life on the
commercial paper.

LYBRAND, Ross Bros. & Mont-
gomery, the accounting firm, was
cited in the suit for negligence in
that it failed to warn potential

creditors of the true state of Mill

Continued on page 28



state of the

unions

Bargaining tor retirees may present
unions a headache, benefits men say

By RANCE CRAIN

NEVWW YORK-A ruling by the
National Labor Relations Board
giving retired workers the same
bargaining rights as active em-
ployes could cause more trouble
for unions than for management.

This was the assessment of sev-
eral employe benefit managers
and labor relations executives aft-
er chewing over the impact of the
22-page NLRB decision, which re-
versed the recommendations of a
hearing examiner.

If this interpretation holds up,
it would be somewhat ironic,
since such employer groups as the
National Assn. of Manufacturers
and the Chamber of Commerce
had urged that retirees not be
given bargaining rights. The
AFL-CIO, the United Automobile,
Aerospace & Agricultural Imple-
ment Workers and other unions,
on the other hand, opted for re-
versal of the hearing examiner.

ONE EMPLOYE benefit man-
ager noted a "continuing trend" to
update retired workers' pensions
on a voluntary basis, even though
up to now neither management
nor labor was obliged to do so.
He pointed out that the United
Steelworkers of America, in a
separate letter not part of the
formal settlement contract with
management, received an addi-
tional $15 for retired workers'
pensions in 1965 and another $10
hike in 1968.

Another benefits expert said
the NLRB decision could "play
hell” with union elections. Now
that retirees have been given bar-
gaining privileges, he asked, are
they eligible to vote? And if they
can vote, wouldn't they hold out
for increases in pension pay at the
expense of wage gains for active
workers?

"A balance must be maintained
between the needs of the younger
workers and the needs of the old-
er workers," the benefits man ex-
plained. This decision could "put
pressure on the balance and upset
it,"” especially in view of the fact
that more retired workers are
going on the pension rolls all the
time-and at an earlier age.

A labor relations man noted
that retired workers, once they
brought on a strike, would have
Nno "economic incentive” for an
early settlement. "They're not de-
pendent upon wages, and hence
they'd be under no particular
pressure to return to work," he
added.

THE 4-TO-1 NLRB ruling held
that the Pittsburgh Plate Glass
Co.'s chemical division in Barber-
ton, O,, failed to bargain in good
faith with Local 1 of the Allied
Chemical & Alkali Workers of
America when the company uni-
laterally changed health insur-
ance benefits for retired workers.

The dissent, by board member
Sam Zagoria, pointed out that the
majority decision "poses some dif-
ficult questions." For example, he
asked, "where the union currently
representing employes in a bar-
gaining unit is not the same one
chosen by the retirees when they
were actively employed, which
union is the appropriate repre-
sentative of the retirees?

"IN some situations the retirees
may have earned their pension
during a period in which the ma-
jority of employes rejected collec-
tive bargaining representation,”
Mr. Zagoria stated. "Is the pres-

ent bargaining agent obligated to
represent these retirees? If it does
represent them, what is the extent
of its duty of fair representation?
Do the retirees have access to the
board or courts, if they feel they
have been unfairly represented?
May the bargaining agent require
pensioners to comply with union

security requirements adopted by
the active membership?"

Mr. Zagoria argued that retired
people, because they "are no
longer working for the employer,
are not on the payroll, probably
have no access to the plant or
hope of recall to employment” are
more accurately described as

business insurance, August 4, 1969/7

"pensioners" rather than "em-

ployes".

BUT THE majority, in deciding
that Pittsburgh Plate Glass must
bargain with Local 1 on retirees’
health insurance plan, said that
the labor act's protection is not
"Nnarrowly limited to those who
are recorded on the employer's
current payroll. Indeed, employes
who have been actively employed
for a sufficient number of years
to have earned a pension have
deep legal, economic and emotion-
al attachments to a bargaining
unit, which measurably exceed
the attachments of others who
have been held to be employes.

"If one can be an 'employe’ be-

Into each life, some rain.

Life is full of showers.

That's why there's a Glens Falls
Insurance Company.

Because storms can damage houses.
Fires burn things down. Accidents hap-

pen that couldn't. People take things

they shouldn't.
And a thousand other things go
wrong-personally and in business-

For | 20 years now, we've been pro-
tecting people against every kind of
inclemency there is.

And never yet, have we left anyone
holding the bag.

Look for a Glens Falls agent under "In.

that you'd hate to pay for by yourself.

lurance" in your Yellow Pages. Or, write:

Glens Falls Group, Glens Falls, New York,
12801.

THE GLENS FALLS GROUP

GLENS FALLS INSURANCECOMPANY, GLENS FALLS, N. Y.
KANSAS CITY FIRE& MARINE INSURANCE CO.,KANSAS CITY, MO.
THE NATIONAL LIFE ASSURANCE COMPANY OFCANADA. GLENS FALLS, N.Y.

GLENWAY CORPORATION. GLENS FALLS. N. Y.

( GLENPLAN CORPORATION. SAN FRANCISCO, CALIF.

An independently managed affiliate of The Cowinental Insurance Companies.

fore he has been hired, or after
his employer has gone out of
business, or even while he is on
active military duty thousands of
miles away, we cannot agree that
one who has spent his productive
years in the bargaining unit is
beyond the protective gambit of
‘employe’ right s,"” the majority
said. "When an employe retires
from the bargaining unit, most of
the threads which once bound
him to the unit are severed, ex-
cept those which affect his retire-
ment rights. But . his retirement
status is a substantial connection
to the bargaining unit, for it is the
culmination and the product of
years of employment.

Continued on page 8



Bond liability drops
as money is returned

TAMPA, Fla.-The quick re-
turn of all but $96,000 of a 5342,-
00O shortage discovered at the
Tampa Bay Bank, which led to
the arrest of the bank's president
and four other employes, has

eased pressure on the bank's $1
milLlion-limit Aetna Casualty &
Surety Co. blanket bond, Myron
Gibbons, attorney for the bank,
told Business Insurance.

Negotiations for the return of
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another business.

With the multitude of

hazards facing modern business in

all phases of its operation, you

can't afford to risk improper

insurance for even a day. And that's

why even if you forget about
insurance, we don't. We're the

sunshine insurance brokers.

ELIEL and LOEB COMPANY

Beverly Hills/Philadelphia

two other sums of mcney are now
underway, the attorney added.
One is for $29,000; the other is for
$10,000. "The money," Mr. Gib-
bons explained, "is being raised.”
Following a rush audit indicat-
ing the $342,000 shortage, the
Federal Bureau of Investigation
arrested and charged the Tampa
Bay Bank president and four
other employes with embezzle-
ment. All five were then released

in their own custody.

FBlI AFFIDAVITS. accompany-
ing arrest warrants, allege that
Marvin Essrig, the 48-year-old
president of the bank, made false
bank record entries and embez=-
zlements during the past three
years totaling $253,000.

The affidavits charge that Mr.
Essrig falsified bank records to
indicate loans to prominent, local
businessmen, then forged promis-
sory.notes to cover the fictitious
loans. Two businessmen, whose
names were allegedly forged, said
in affidavits that Mr. Essrig has
admitted falsifying the loans.

Charged with the embezzlement
of $29,000 over the last four years
is Julio Palaez, 35, a vp of the
bank. Mrs. Laura Peters, 38, is
accused of embezzling $26,000.

The two others arrested were
Mrs. Peggy Housh, 41, an assist-
ant cashier, charged with the em-
bezzlement of $24,000, and Wil-
liam L. Hewett, 24: a data
processing clerk, accused of em-
bezzling $10,000.

According to FBI affidavits, Mr.
Palaez, Mr. Peters and Mrs.
Housh have made statements ad-
mitting to the embezzlements.

A spokesman for the bank said
that the five employes have been
relieved of their duties and that
the bank, with $18 million in as-
sets, will remain open. Officers of
the First National Bank of Tam-
pa, a correspondent of the Tampa
Bay Bank, have taken over opera-
tions of the troubled institution. -

Safety bill...

Continued from page 1
Widespread Democratic support
for the Johnson safety proposal
End a Nixon bill following it leaves
only the problem of working out

a compromise.

While Nixon Administration
views differ greatly from those of
the Johnsonian, it is thought that
Capitol Hill Democrats will not
risk killing the measure altogether
by trying to bend it into the hard-
line approach endorsed by the
Johnson Administration. Instead,
Democrats are expected to be satis-
fied with the foot in the door
granted by Mr. Nixon and then sit
back and wait for another liberal
administration to amend some teeth
into the law.

President Johnson endorsed a
bill that critics said would have
granted the secretary of labor
czar-like power over industry.

President Nixon endorses an ap-
proach that would give preference
to enforcement by state agencies
rather than the Federal branch.
He wants to establish a national
board to develop safety standards,
and institute an "orderly process"
for the development and promulga-
tion of these standards and imple-
ment machinery for consideration
of views from interested parties.
State aid is expected. ,

NLRB...

Continued from page 7

"To accept the trial examiner's
view that a retired employe is a
legal stranger to the bargaining
unit would require us to overlook
obvious realities of human behav-
ior as well as clear national poli-
cies which reject the view that

workers are human machines

who, when their economic utility
diminishes, may be cast aside and
forgotten,” the NLRB stated. -

Info for Buyers offers ma-
terial that Business Insurance
believes will be of value to
its readers. The complete
name and address of each sup-
plier of information is listed
so that readers can write di-
rectly to the publisher, simply

saying that they saw the item
in Business Insurance.

Readers are invited to sub-
mit items for inclusion in this
column. A sample of the lit-
erature should be sent to:
Info for Buyers, Business In-
surance, 740 Rush Street, Chi-
cago 60611.

= An illastrated 16-page booklet
has been released by the sprinkler
division of "Automatic" Sprinkler
Corp, of America. The High Cost
of Burning describes, through sta-
tistics and specific examples, how
sprinkler systems can pay for
themselves through reduced in-
surance premiums. The item also
examines the possible advantages
to companies of leasing fire pro-
tection systems. Methods of ana-
lyzing and protecting against spe-
cial hazards are also described.
Address requests to John P. Don-
nelly, director of corporate corn-
munications, "Automatic" Sprin-
kler Corp. of America, 722 lllumi-
nated Bldg., 55 Public Sq, Cleve-
land, 0. 44113.

- The public information office
of Underwriters' Laboratories Inc.
has made available an illustrated
brochure that explains how the
non-profit laboratory tests for
public safety. The literature ex-
plains the significance of the UL
symbol on a product and how its
use is carefully controlled. For a
free copy, contact the public in-
formation office at 207 E. Ohio St.,
Chicago, lll. 60611.

- Recommended Safe Practices
Outside Storage of Logs
(NFPA No. 46B-T), a new, tenta-
tive text designed to minimize the
fire hazard in log yard storage

for

areas, has been published by the
National Fire Protection Assn.
The 16-page work, which does not
yet have official status, resulted
from requests of industries that
use logs and on occasion must
store them for various periods of
time. Provisions of this work ap-
ply to log yard areas containing
saw, plywood and pulpwood logs
stored in ranked piles. The text
covers controlling the arrange-
ment and spacing of log piles and
exposures to and from these piles,
adequate fire prevention and pro-
tection, and prompt detection and

suppression of fire. Copies of the -

item are 75¢ each from the asso-
ciation at 60 Batterymarch St.,
Boston, Mass. 02110.

- Honeywell Inc. has compiled,
information on the use of comput-
ers in transportation in a booklet
concerning a railyard switching
system built by Wabco. There is
the possibility that the switching
system helps reduce accidents in
the yard, although there are no
statistics available. To obtain the
booklet, contact Honeywell's com-
puter control division at Old Con-

necticut Path, Framingham, Mass.
01701.

- A new employe and associa-
tion-member benefits program, to
help the small businessman or
trade association manager com-
pete for people or members at
little or no cost, is described in
Pick and Choose Personalized In-
swance Protection Plans. Pub-
lished by Bankers Life & Casual-
ty Co., the color brochure ex-
plains various coverages and op-

tions and lists ways in which
other organizations have used the
program to strengthen employe/
member relations. A worksheet is
included. Write George H. Hunt-
er, Dept. P.If., 4444 W. Lawrence
Ave., Chicago, lll. 60630.

- The Administration on Aging
has released a publication entitled
Handle Yourself with Care. The
46-page book is an instructor's
guide for an accident-prevention
course for older Americans and
would make a useful employe
handout or could be explained in
classes through the company per-
sonnel or benefits department. The
item is 50¢ and is for sale through
the Superintendent of Documents,
U.S. Government Printing Office,
Washington, D. C. 20402,

. Getting More Mileage from
Profit Sharing: How Better Re-
porting Can Help is a booklet by
Hewitt Associates, Libertyville,
Il. 60048. It relates, in outline
form, the need to report to em-
ployes, what should be reported
and how to make the reports.
Copies are free from Hewitt Asso-

ciates.

e A 32-page book, illustrated with
charts and tables, has been pub-
lished by the AFL-CIO, Depart-
ment of Social Security. Security
in Time of Need explains the role
of trade union institutions in
these categories: old age, survi-
vors, disability and health insur-
ance; public welfare; workmen's
compensation; unemployment in-
surance, and health programs.
The book is designed to review
not only the past but also the
steps which the AFL-CIO feels
must be taken in the future to
complete this country's social
welfare structure. Write for pub-
lication #145 from the organiza-
tion at 815 Sixteenth St., N.W_,
Washington, D.C. 20006, in care of
Bert Seidman, director.

- A tamper-proof screw system,
developed by Pan-L-Fast, is de-
scribed in its booklet Pan-L-Fast
Systems. The system is re-usable,
but can be permanently installed
by torquing the screw and filling
the head. Filling the head also
enables easy detection of any at-
tempts to remove the screw. To
receive the bocklet, write |I. Schul-
man Pan-L-Fast, 13161 Sherman
Way, North Hollywood, Cal, 91605.

- Copies of a four-page article
by Warren G. Brockmeier, man-
ager of client services for EBS
Management Consultants Inc., are
free by writing the group's risk
management department, re—
search section, 100 Church St.,
New York, N.Y. 10007. Settling
Losses before They Occur deals
with seven common causes of un-
certainty in loss recovery and is
limited to property losses and not
concerned with third-party claims.

- In 1968 a bill requiring that
adequate security measures be
taken by all financial institutions
under the jurisdiction of Federal
regulatory agencies went into ef-
feet. One of the security standards
called for was automatic recorded
visual surveillance for all banking
areas carrying on cash transac-
tions. A closed-circuit tv video
surveillance system, providing 60
hours of continuous bank surveil-
lance, has been jointly developed
by Diebold, Inc. and the Ampex
Corp. The videotape recorder can
scan a complete line of teller sta-
tions, providing surveillance for
up to two weeks on a single role
of tape. For further information
write Jay DeBow & Partners Inc.,
40 E. 49th St., New York, N.Y.
10017.



- Amerada Glass Co. has re-
Leased a 12-page booklet concern-
ing its various types of glass,
which are designed for: sound
control, glare elimination, heat
exclusion, bullet resistance and
defense, security and ultra-violet
ray fade protection. Information
is also available from Amerada on
25 % to 50 % insurance premium
reductions for buildings whose
contents are protected by Secur-
Lite glass. The company is located
at 2001 Greenlepf Ave., Elk Grove
Village, 1ll. 60007.

- A six-page brochure and ac-
cessory list is available from the
Alarm Lock Corp. concerning its
Series 2000 Monitor Console.
Write the corporation at 33 Pow-
erhouse Rd., Rosyln Hts., N. Y.
11577. The unit is connected by
low-voltage wiring to the doors in
question and unauthorized open-
ing of a door or cutting of a wire
results in a buzzer alarm or flash-
ing light on the unit.

- A 27-page booklet, illustrated
with 11 charts, has been pub-
lished by American Credit In-
demnity Co. of New York. Signs
of the Times looks at economic
events in the U.S. since 1951 and
their effect on sound business
management. It is free by writing
the company at 300 St. Paul PI.,
Baltimore, Md. 21202.

. Specific measures required to
assure continuity of corporate
management in a post-disaster
period must include a system to
protect vital documents. Protec-
tion of Vital Records is a 24-page
publication prepared by a special
committee of the Assn. of Records
Executives and Administrators
Inc. It enumerates, among other
things, the information required
to develop a program: ( 1) deter-
mination of what information is
vital; (2) knowing what records
reflect the information, and (3)
learning how to protect the rec-
ords. The booklet may be ob-
tained from the Department of
Defense, Office of Civil Defense,
Washington, D.C. 20310.

e A 16-minute film, in color, has
been released by the American
Red Cross. Breath of Life shows
scenes of mouth-to-mouth resus-
citation drills and could be used
for emergency first-aid em-
ploye-training classes. The film is
for sale and price information is
available from your local Red
Cross office.

. Blue Shield has published a
color-illustrated book, Drug
Abuse: The Chemical Cop-out.
The item is based on authoritative
research and is aimed at dispel-
ling the romantic illusions of
drugs and separating the facts
from the myths for both adults
and young people. A pertinent
comment from Dr. Alfred Freed-
man of the New York Medical
College is included: "It's not so
much the physical dangers of
drugs which do exist or that they
(young people) will become crim-
inally insane, which is ridiculous,
but rather it's the fact that they
are developing an inward reality
that is most meaningful to them
rather than maintaining a concern
with society in general. We are in
very difficult times, it seems to
me, and the participation of every-
one, particularly the younger
people, is extremely important. If
the focus of their lives becomes
centered upon drugs, which often
happens, then | think we are los

ing something."” The book is avail

able at 13¢ per copy by writing
Frank Taylor, Dir. of Advertising,
National Assn. of Blue Shield
Plans, 211 E. Chicago Ave., Chi

cago, lll. 60611, and mentioning
that the item was seen in Business

Insurance.

Truck cargo thefts at staggering high

NEW YORK-The National In-
dustrial Conference Board confer-
ence on crime and the corporation
here was told that thieves are
stealing a staggering $500 million
a year in truck cargoes.

Claude M. Hamrick, McLean
Trucking Co. counsel, told the
seminar that this loss applies only
to the regulated carriers. Thefts
from private trucks are believed
to be as great.

Mr. Hamrick asserted that the
average truck theft loss last year
amounted to $20,000, up from the
$10,000 a decade ago.

These losses, to be sure, are
costly to business and industry as
well as to the trucking industry
itself since they inevitably result
in higher costs, particularly in in-
creased insurance premiums.

Such unscrupulous activity also

serves to divert milllions of dollars
worth of goods and materials an-
nually from legitimate markets in-
to underworld channels.

How serious is the element of
truck hijacking in 19697

Mr. Hamrick commented that
New York City police records dis-
close some 1,000,000 truck hijack-
ings last year. These were most-
ly vehicles containing cigarettes,
liquor, clothing, appliances and
household goods. This recent surge
in truck hijacking, in Mr. Ham-
rick's view, can be attributed to
thieves' belief that hijacking is
much safer than, say, bank rob-
bery.

Hijacking can be traced to these
pertinent elements: lax security
measures at docks, terminals and
warehouses; infiltration of organ-
ized crime into the transportation

industry; pronounced dishonesty
on the part of employes; lack of
union cooperation; difficulties in
prosecuting offenders and an ap-
parently "easy" market for stolen
goods.

ONE SEMINAR participant re-
marked that many of his own em-

ployes regularly buy stolen goods
at underworld outlets in several

major cities where he maintains
branches.

Mr. Hamrick added that retail-
ers are all too often eager to pur-
chase stolen goods at low prices
for subsequent resale in the legit-
imate market.

"It is my opinion,” he said,
"that most of the truck hijackings
are carried out by professionals.
It seems abundantly clear that or-

Continued on page 16
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Straight talk from men who know the Atlantic Companies:

"lconsider Atlantic
the aristocrat of the

business. Big

enough to handle
any underwriting.

Small enough to

give its agents
truly personal
attention.”

Mr. William S. Ramey, president,
Ramey-Mannan & Co., Inc.,
Indianapolis, Indiana

"In my experience, few companies can
ofler as good across-the-board policies
and none listens more carefully to what
its agents have to say."

Mr. Ramey is an independent agent.
He represents over 25 insurance com-
panies. Atlantic since 1957. He has
been a member of Atlantic's Regional

and National Agent's Advisory Council
since 1967.

Atlantic established the Council eight
years ago. It meets each year to hear,
first hand, the recommendations of its
agents. Atlantic takes Council recom-
mendations seriously. About 80 per

cent of Council suggestions have been
adopted as policy.

"An Atlantic agent doesit find himself
competing with 25 other Atlantic
agents for the same business."

Atlantic limits its number of agents in
a given territory. And it gives its agents
the most competitive policies available.
Atlantic has independent filings
throughout the United States. A highly
competent engineering department.
And capable, experienced underwriters

who have the authority to make
decisions.

-1 have no axe to grind. No cause to
promote. But | do believe that Atlantic

is the kind of company a quality agent
should older his clients. And I'd gladly
put that in writing."

Atlantic is a company with a solid
127-year reputation. A company with a
solid 127-year growth record enhanced
last year by new highs in written pre-
miums, assets and policyholders
surplus.

If you're looking for a company that
will listen to what you have to say, get
a rundown on Atlantic. Write Bill
Ramey, Ramey-Mannan & Co., Inc.,
1114 Circle Tower Building, Indianap-
olis, Indiana 46204. Or, Mr. David A.
Floreen, president, The Atlantic Com-

panies, 45 Wall Street, New York,
N. Y. 10005.

The Atlantic Companies

ATLANTIC MUTUAL INSURANCE COMPANY
CENTENNIAL INSURANCE COMPANY

Home office: 45 Wall Street, New York, N.Y. 10005

Multiple Line Companies Writing
Marine, Fire and Casualty Insurance
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Florida regulator, state rep rapped;

probers eye Mafia-ex-insurer link

MIAMI-Tremors from the fall
of a Miami insurance company
have jolted not only the Florida
Insurance Department but the
state legislature as well.

Insurance department employes
have been questioned after an ex-
ecutive of the insolvent State Fire
and Casualty Co. refused to tell a
senate hearing whether he had
financial dealings with any of
them.

State Insurance Commissioner
Broward Williams, himself criti-
cized for waiting so long before
shutting down the failing compa-
Ny, said the employes signed

statements denying payoffs.

AT THE SAME time, units

within the Florida house an-

Improve your profits:
let Johnson & Higgins
give your medical coverage a

nounced an investigation into the
lucrative dealings the chairman of
the house insurance committee
enjoyed with State Fire in its fi-
nal months. That chairman, Rep.
Carey Matthews, served as vp and
general counsel of the now bank-
rupt firm, collecting more than
$200,000 in fees from State Fire
before it was forced into receiver-
ship.

The investigations were spawned
by testimony before U.S. Senator
Phillip Hart's subcommittee on
anti-trust and monopoly, which is
looking into recent insurance
company failures.

Commissioner Williams said
every department staff member
who ever dealt with State Fire

swore they had never taken mon-

thorough physical.

ey from company representatives.

BENJAMIN DOBSON, State
Fire's president, took the Fifth
Amendment in refusing to answer
whether he had ever given or lent
money to anyone in the depart-
ment.

"l can only conclude that the
reason for this insinuation was an
effcrt to discredit our investiga-
tion of the fraudulent dealings of
this company,"” declared Mr. Wil-
liams.

"l was told when you fight with
the Mafia, they'll fighs back.”

Mr. Williams, also summoned to
testify before the subcommittee in
Washington, blamed State Fire's
troubles on organized crime.

He testified that there was

evidence of a plan to flood the
country with State Fire's financial
guaranty bonds.

Some of those bonds, testimony
has indicated, were used in ob-
taining loans, with some of the
borrowed money going to New
York Mafia figure John A. Ma-
siello Sr. Mr. Masiello, identified
to tbe New York Investigations
Commission as a loan shark, re-
portedly received $181,500 on one
such loan.

Mr. Williams told the subcom-
mittee that Federal safeguards
are needed to prevent racketeers
from muscling into the insurance
business. He mentioned the manip-
ulation of over-the-counter stocks
as one device used by the Mafia to
move in on legitimate businesses.

The National Assn. of Insurance
Commissioners, he added, is com-
piling information on the activi-
ties of underworld figures to be
disseminated to all state insurance
commissioners and law enforce-

ment agencies that request it.

A Johnson & Higgins examination often reveals
infirmities in the healthiest- looking medical
plans. As brokers and consulting actuaries in
the field of employee benefits, Johnson &
Higgins can introduce economies that will make
your medical coverage - and your P&L state-
ment-look much healthier.

In reviewing your medical insurance, for
example, J&H studies the levels of your benefit
payments. Are they too high? Or, in view of today's
soaring surgical and hospitalization costs, are
The benefits less than management had in mind
when the present plan was-
announced?

We check also to be sure you
c re not wasting money throigh
duplications in coverage. Or making
duplicate payments where benefits are available
under another plan. In addition, J&H can analyze
claims over a period of time to ascertain whether
premium levels-including requested premium
INCreases-are proper.

We help you determine if you are paying for
unnecessary coverage which, although admit-
tedly popular, is in our view distinctly in the
expendable "fringe" category.

After studying your needs painstakingly, J&H
presents the new program in a coordinated report
for management. One you can understand. One
which can be translated into a program of contin-

uing communication to your employees and their
families.

J & H can help you solve other insurance prob-
lems profitably, too.

Loss control is cost control. Every J&H office,
American and foreign, offers you special services
designed primarily to reduce your losses or re-
duce detail work-the help of experts in such
areas as safety control, property loss analysis,
packaging and containerization, claims prepara-
tion and average adjusting.

We help ycu operate more profitablyoverseas.
We know how to deal with the widely varying re-
quirements and customs of foreign countries in
American terms. This enables you to operate
more profitably and to centralize control of your
worldwide insurance and employee benefits
programs.

As brokers, we are on your staff, but not on
your payroll. Ourbenefits planningskills,our
capability in designing insurance programs, plus
the helpof ourspecialists provide adepthof
service few firms try to match. Our continuing
aim is to improve your profits.

If you are not now gettingthe kind of attention
and service Johnson & Higgins provides, it is defi-
nitely to your advantage to get in touch with Seth
S. Faison, Vice President, New York. Or with the
President of the J&H subsidiary nearest you.
There are seventeen locations in the United

States, five in Canada and fifteen in other parts of
the world.

Johnson & Higgins

63 Wall Street, New York, N.Y. 10005
Telephone: (212) 944-3160

Mr. Williams has been criti-
cized for waiting too long to force
the insurance firm out of busi-
ness, while he contends his agen-
cy was waging a desperate effort
to keep the company from going
down the drain.

When the insurance commis-
sioner first began his investiga-
tion several years ago, his staff
members reported, State Fire was
laboring under a deficit of about
$1 million. But by the time a
judge in Miami ordered it into
receivership this spring, it was $8
million in the hole.

Mr. Williams said most of the
money apparently was diverted
out of the company in its final
months, when persons he says
were connected with the Mafia
got into its management.

Late in its long and troubled
history, the insurance firm was
acquired by a company called
Bar-Bal Inc. A Securities and Ex-
change Commission enforcement
attorney told the Oklahoma In-
surance Commission at a public
hearing last October that Bar-Bal
bought controlling interest in the
Miami company through stock it
listed as being worth $1,225,000.

MR. WILLIAMS identified Emil
Tucker, George Henry and Peter
Rugani as officials of Bar-Bal. All
three were called to testify before
the Hart subcommittee.

The insurance commissioner
said all three signed the financial
guaranty bonds, although his of-
fice had advised the company that
it could not issue such bonds.

Earlier, Mr. Tucker told the
New York Investigations Commis-
sion that he and his partners act-
ed as middle men in a transaction
in which State Fire issued bonds
to guarantee three loans totaling
$350,000. John Masiello Sr., he
told the commission, received
$181,500 of the loans, while Mr.
Tucker took $35,000.

Mr. Masiello and his son, John
Jr., have been indicted in New
York on several charges including
bribery.

New York authorities say the
pair received most of $550,000
loaned by the Royal National
Bank of Brooklyn on paid-up pol-
icies issued by State Fire and
Community National Life Insur-
ance Co. of Tulsa.

A Federal grand jury has been
convened in New York to look
into Mafia connections of Com-
munity National Life, a defunct
Oklahoma company that did near-
ly half of its business in Florida.

The State Fire case, which
rocked the Florida insurance com-
missioner's office, also has had
repercussions in the Florida legis-
lature.

Fred Schultz, the house speak-
er, has promised an investigation
of Rep. Carey Matthews' involve-
rrlent with State Fire.

"IF IT WARRANTS action, we
certainly will take it,"” Rep.
Schultz said after reading reports
of testimony given by Sen. Hart's
subcommittee linking Rep. Mat-
thews with State Fire.

A week earlier, Rep. Scultz had
said that Rep. Matthews, as chair-
man of the house's insurance
committee, would head a probe of
Florida insurance problems.

"We certainly want to clear up
any cloud which might be hang-
ing over Rep. Matthews before we
decide what the makeup of the
committee is going to be,"” Rep.
Schultz said.

Rep. Jack Savage, said Rep.
Matthews, said he would move
"as quickly as possible” to ac-
quaint himself with all details of
the case and "take what steps are
necessary."

The house ethics cornrnittee
also has promised an investiga-

Continued on page 17



for contractor at Yukon mine project

By ALLEN M. WIDEM

HARTFORD-The Yukon Ter=
ritory, a 200,000 .square-mile,
right-angle triangle bordered on
the west by Alaska, on the east by
the Canadian Northwest Territo-
ries and on the south by the
Province of British Columbia, still
contains a proliferation of land
riches.

The Yukon, for example, is re-
sponsible for some 20 % of Cana-
dian silver. Iron deposits of -con-
siderable size were uncovered
some time ago' and now there is
pronounced interest in oil poten-
tial in the northern region.

An asbestos deposit is situated
near Dawson City. A major cop-
per -development is'near White-

horse, the state capitol.

DURING THE World wWar 11
era construction - of the fabled
Alaska Highway, Whitehorse's
population jumped from a hardy
754 to 40,000. At present; the com-
Mmunity contains 7,000.

Some 150 air miles to the
northeast of the capitol, Anvil
Mining Corp. of British Columbia
(an affiliate of the Cyprus Mine
Corp.) is opening a mine.

' The Ralph M. Parsons Con-
struction Co. of Canada Ltd., is
general contractor for this project,
part of a $56 million development
program to produce lead and zinc
concentrate from Yukon Territory

mines.

THE TRAVELERS Insurance
Cos. of Hartford carries work-
men's ' compensation, .coniprehen-
sive general liability and automo-
bile liability coverage on Parsons.

Getting into the explicits, a
Travelers spokesman told Busi-
ness Insurance: Workmen's com-
pensation lists employer's liability
limit of $2 million; comprehensive
general liability is $10 million;
builders all risks totals $20 million
(deductible, $1,000); ocean marine
and transoceanic air and war risk
breaks down to $1 million onany
one vessel, $500,000 on any one
aircraft; automobile liability con,
tains $100/300,000, bodily injury;
$25,000, property darnage; and
aviation liability lists $100/300,-
000, bodily injury, and $100,000,
bodily injury passenger per seat.

William J. MeGregor of the
Travelers .field engineering staff,
normally based in Vancouver, has
been representing the -local insur-
er at the mine.

SIGNIFICANTLY, the Travel-
ers has not reported losses on its
Parsons Construction Co. coverage.

Mr. McGregor has conducted
what he calls "tool box" meetings
for the Parso'ns working force,
cautioning against frost bite, urg-
ing wearing of protective clothing
and care of vehicles, listening to
talk of potential building hazards
and suggestions on how to best
cope with them.

He found the bulk of the work-
ing force were natives of the re-
gion; hence more familiar with
the terrain than, would be "im-
ported" laborers from the states,
for example.

At one point, the problem of
frozen water lines was overcome.

"UNTIL NOVEMBER, 1968,"
he -said, "the only way into this
site was by plane. But now a new
bridge has been erected over the
Pelly River to tie in with the new
road from Carmacks.”

Arrangements have been made
with the' Canadian , government
for the provision of roads, power
facilities and assistance in the

construction of a townsite to ac-

commodate, at the outset, 1,000 to
1,500 persons.

Mr. McGregor, visiting the site
about four times a year,. gets
stranded for days on end because
of what the natives fondly allu(le
to as "inclement weather.” r

When.winter comes-and it ap-
proaches with deadly regularity
in the Yukon-temperatures can
range from 40 to 60 degrees below

zero.

DAYLIGHT BREAKS at 10 in
the morning; darkness begins fall-
ing by 3 in the afternoon.

Over the past year and a half,
the mine .crew has been clearing
away the overburden (i. e., the
earth and rock above theore

10(le). By last February, all- of the

site buildings -had been complete-

ly enc16sed. Actual mining will

' start in October.

" The Travelers is. not a new-

comer to insurance coverage in
the frozen north.

Twenty-five years ago-in the
midst of American participation
in World War - ll-the Alaska
Highway (also known as the Al-
can Highway) figured in Trayel-
ers business. The highway was
called, at the time,, the greatest
achievement of the U. S. Engi-

neering Corps since the days of
the Panama Canal.

AN' ARMY OF 10,000 soldiers
and 6,000 civilian workmen sue-
ceeded' in slightly more than six

Continued on page 18

Does your group insurance help you

« ATTRACT GOOD MEN?
- IMPROVE MORALE?

- REDUCE TURNOVER?

It.can' if your plan is right for you...
and you- use-it as an effectiv@ man-
agement tool.

Despard, ai a broker, can pick and
choose to find the carriers who
offer the best coverage for your pa.r-

BROKERS *

ticular requirements.

And Despard's team of group insur-
ance specialists can help you use
your plan to-attract godd-men, im-
prove morale, reduce turnover.
Send for the "Guide to Despard
Services" which describes our
unique approach to hand-tailoring
insurance plans to each client's
needs.

The "personal service" insurance broker
161 William Street, New York, N.Y. 10038

Ph: 212-964-9100

in property records, change is a continuum

Obsolete property records can- cost a company more than
obsolete machinery, this is why modern industrial
managers call on professional counsel to develop
continuous programs of property control providing

the data necessary to optimize and sustain depreciation
provisions . . to assure adequate insurance placement .

to make the existence, capability and condition of property
a matter of continuous record.

Assisting corporate decision-makers is our business.

The American Appraisal Company, Milwaukee, Wisconsin 53201

TIWVIERICAN

PPRAISAT.

U.S.A. - Canada - Philippines = Brazil - France - Italy - Spain
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1966 Social Security Benefits:

O p i n i O n S Factors related to benefit entittement I ette rS

Disabled
Disabled workers who don't
o soar like an eagle e gt benens get benefits Adds appreciation
Number ( in thousands) 842 4,475 To the Editor | should like to
M aybe the euphoria we experienced watching man set foot on the congratulate you on the excellent
] |} " " "
moon hasn't worn off yet, but we don't have much sympathy Total percent 100% 100% article headed "Strict safety, usual
with those who say we should have spent the moon money for supphers’ coverage a ccompany
Apollo” on the insurance and
earth-bound problems |
Race by percent safety aspects of the Apollo flight
Hunger and poverty are of course items that must be dealt with on , : : : :
o ) . . White s6 78 This article was most interesting
a priority basis, but up to now we haven't noticed any great national Nonwhite 14 55 'and added greatly to my appl;ecia-
commitment to deal with these problems tion of what has been accomplished
In fact we haven't noticed any great national commitment to much Harrington Putnam
Education by percent Vice President, American For-
of anything lately Technological advancements aside, we think the eign Insurance Assn, New York
greatest benefit of our space program will be to rekindle a sense of Less than 8 years 38 36 NY
20 16
pride in ourselves and of what we're able to accomplish 8 years
High School, 1-3 years 19 20
The old adage, "The sky's the limit,” will have to be rewritten with _g y What COSt for no_fau":?
High School, 4 years 15 17
the moon landing As Ray Bradbury, the science fiction writer, College - 10 To the Editor | read with in-
pointed out on CBS tv's coverage of the moon shot, man has at last terest Mr Rodda’'s article in the
found a substitute for war Now, he said, we can direct our energies to ) July 7 issue of Bustness Insurance
i . Region by percent on the problems of developing a
conquering space rather than conquering each other . A
. ) . Northeast o2 18 better automobile insurance sys-
We like the sentiment, and although one brief walk on the moon tem
North Central 22 249
does not a nobler spirit make, we're hopeful that stnking out at one South 40 ao One area he didn't explore is
ou
another will soon seem like a waste of time compared to striking out West 15 16 the effect of these proposals on
at the stars the profession of fleet safety engi-

. neering Much fleet safety effort
Several somoloFucal factors determine eligibility for Social Security bene- is dire cled toward superior inves-

Workmen's com pensation , fits, as this table indicctes Environmental factors, the data also suggest, tigation and determining who

are a malor considerat,on in explaining benefit entltlement caused the accident, with the goal

-Source U S Department of Health of preventing a recurrence How-

employe Comfo rt depa rtment ducation and W ever, what good W111 1t do a fleet

. . . . ) . to work a_lt accident p_reventlon If
I n our last issue, we outhned some of the late rulings in lllinois on on a team that the employer did not oppose The employer agreed to automatic payment is made re-

workmen's compensation. These rulings are typical of the attitude of contribute equipment as well as to post a notice by a company gardless of liabillty'>
the court on various situations foreman requesting the employes to sign up for the team The If It 15 going to cost a fleet a
higher insurance premium wheth-
er its driver caused the accident
Or nOt, It IS hardly worth the
extra effort required to find the
abandoned ditch, which was occasionally used for toilet purposes As you know, an employe injured on his way to work is not cause Of course, accident preven-
tion work could stlll help avoid
the close ones by selling the idea

In the realm of personal comfort of the employe, the courts are employes had been practicing on a vacant lot during lunch hour for
lement in granting compensation. For example, in response to a call of three weeks before the notice was posted Held, not compensable

nature, a mine employe was last seen walking in the direction of an (Hydryline Mig Co vs Industnal Commtssion 19 Ill 2nd 44 )

When his body was found, It was determined that death was caused by generally entitled to compensation But there are exceptions In this

gas that had settled over the ditch The court granted compensation case the employe crossed a fence at the company's property line on his of defensive driving, and in a

(Grota vs. Industnal Commisslon 338 Ill. 114 ) way to work, and while proceeding toward a boxcar where the time large case there would still be the
A night watchman was in the habit of building a fire for his own clock was housed, slipped and injured his knee Because many em- need for serious investigation,
comfort. This was with the knowledge and consent of his employer and ployes took this route to the time clock, this accident was held but, hopefully, these would be in

he minori
in the absence of the availability of other services, He was found lying compensable, (Nonhwestern Steel & Wtre Co vs Industnal Com- ty

To a fleet engineer, there is a
vast futtlity m the assumption
ston. 364 Ill. 56 ) On the other hand, an employe was laid off because there was no that ~accidents are inevitable,”

Employes are often injured in recreational activities sponsored by work. When he did work on construction Jobs he was paid for time Just as there is the same assump-
tion about Occupational injuries

m the fire Compensation was granted. (Ervin vs. Industnal Commts- misston 38 Ill 2nd 441 )

the employer Take two baseball game cases In one, the employe spent going from one job to the other On the day of the accident, the

rtici di industrial | t d by th I I id h o ¢ th | i i h ded Accidents and injuries do yield to
participated in an industrial league team sponsore y the employer employer sai e could go to another location to see if he was neede sound safety management The

The employer allowed time off from work for players who were to help unload a cargc On his way to that location he was injured in no-fault systems might cut down
working on the night shift The employer also bought tickets for the an auto accident on a public highway It was held not compensable on nuisance claims and the esca-

employes to attend the banquets and displayed trophies in the shops. (Fay T. Moore Co vs Industnal Commtsslon, 35 Ill 2nd 347,3 lation of damage estimates, but at

The b ball blavi | L. d hi hil lavi hort what a cost to fleets and the
e baseba aying employe injure is arm while playing short-
playing ploy J playing economy as a whole' For, inevit-

stop This was held compensable able" accidents can only increase

In another baseball case, the employe was injured playing baseball F U n d ma n ag e rS a re eXpe rt in numbers and expense

Frank M. Williams
While gathering Information for a recent Following the Funds

Director of Safety, Pacific Inter-
column, we asked a corporate mvestment speciallst what most

b u S I n e S S I n S u ra n Ce pension and p’rofit—sharing fund managers are planning to invest in for rg:luntmn Express Co Oaldand,

for buyers of emplove, property and liability protectzon the near future He rephed by saymg, "l don't know what everybody Editor's Note The April 28,

RANCE CRAIN, Editor else is going to do because there are no published reports." 1969, isme of Business Insurance

RICHARD C BJORKLUND, Managing Editor rted that th dead .
STEPHEN D GILKENSON, Eastern Editor Associates New York--CAROL RAT- Other fund managers and investment specialists we've talked with reporte a € now-dead, semi-
ISHER Chicago-TERESA NORTON, THOMAS E LUTZ Washington-STANLEY no-fault auto tnsurance reform

E COHEN San Francisco-KENNETH R MACDONALD Hartford-ALLAN M have echoed that statement They watch the ups and downs of the

WIDEM Minneapolts-ROBIN MENZ SUHRBIER Conespondents in all pnnictpal package proposed m Connecticut

cities BURTON ROVENS, art director market, read technica_ papers and pick up what information they can would not affect fleet mmrance

Contnbutlng Editors DONALD BERRY, vice pre5|dent C B Lilly Inc, East Or- at conferences or from counselors. Many of the fund managers, in fact, coverage

ange, N J JOHN W GILES. attorney-at-law, Washington, D C CHARLES LEVIN- Thi K lled the Cott
(gN insurance manager, Port of New York Authonty ELLIOT BEIER, manager of were surprised that we were interested in their activities at all Is package, calle e Cotter

pension and profit-sharing services, Nuveen Corp, New York J E BENOIT, vice
president, Harry Price, Hilborn Insurance Ltd , Montreal CARL J VOGT, sunervisor But purchased serv-ces-outside investment advisors, consultants, as

of workmen's compensation, General Tire & Rubber Co, Akron HOWARD L
PECK, partner. Hewitt Associates, Libertyville, Il BION H FRANCIS, manager of sioner Wilham R Cotter, has been

benefits Rlanngg Golt Industries, New_ York J P OLSEN, insurance manager, profit-sharing fund investment picture These men consider themselves a mode for other states that have
Ingersoll- , partner, Romm Rilier Lazarus,

New York JAMES J ANDERSEN msurance manager, Squibb Beech-Nut Inc, the experts, they know how to invest a fund into infinity, and they proposed reform legislation to deal
New York HAROLD A CLARK, manager-planning, employe benefits, Sperry ; R
Rand Corp, New York JOSEPH GULLO, vice president of msurance, D H collect their fees accordingly
Overmyer Co , New York PAUL C JOHNSON, insurance manager, Sea-Land | tsid 4 ltant d d compensatzon Under the Cotter
Service Inc, Elizabeth N J M REX PEARSON, insurance manager, Signal Cos, n many ways, outside advisors, consultants and managers don't plan and in the case of a fleet-per-

l,gsn@gtg,ele\g,RQ&ERLAB@AE@\@SQM%@&@QQ@Q@Qag,eurcg;gn,tgqlpata Corp, have a bad track record A recently released study by the pension Sonal passenger auto accldent, m
W R Grace & Co. Research Council of the Wharton School of Finance and Commerce which the fleet driver was at fault,
MYRON A HARTENFELD, publishing director

ALFRED MAI.ECKI, advertising director shows that 70% of those pension funds studied have been well funded the dnver of the personal passen-

RONALD R WALINDER, production manager and handled gel- auto would collect his fITSt-
District managers New York-CHARLES A HORVATH, THOMAS J O'MARA

plan because it was mtroduced by

Connecticut Insurance Commis-
well as outside fund managers=-are a strong force m the pension and

with the crists m auto insurance

party claim from lus insurance

Chicago.,.-LAMAR R LEAHY
Southern representative-WILLIAM B CARR. What is perhaps even more reveallng is the difference of opinion companv, which would then sub-
2500 N E 48 Lane. Fort Lauderdale, Fla 33308
Aaistants BERNIGE STELTER. DIANA SOAVE between corporate fund managers and these top bankers, both of Togate agamst the fleet operation
Published by Crain Communications Inc, Chicago, publisher of Advertising Age, whom work in the same area While some fund managers are eyeing If the dnver of the personal

Industrial Marketing. Advertising & Sales Promotion, Marketmg Insights : - assenger auto ts at fault m the
G D CRAIN, JR. chairman S R BERNSTEIN, president, tanker loans, lease banks and 011 royalties, some bankers are firmly P g

same type of circumstances, the
M&'&ABXENFE}Q Kg&ttgvg %8%@';@35({?@_56@‘&% C@Ali\lblglr-;l'l(;lj CRAIN, holding to guidellnes that all pension funa momes should be invested dnve7 of the floot vehiclo would

G R CRAIN. secretarv and treasurer J H TERRY_ asswiant secTetary ¢ and ass,st- in common stocks and over 75% of profit-sharlng monies should go not couect emmetitately Ltabdity

anl treasurer
Published at 740 Rush St. Chicago 60611 (337-5200) Offices at 630 Third Ave. New MO the same equities, although reverse is true 111 a few instances would be settled by tort law pro-

York 10017 (YU 6-5050), National Press Bldg , Washington, D C 20004 (RE 7-7659); The shot of our investigation for r Following the Funds column cedures
1018 Fisher Bldg. Detmit 48202 (TR 2-7211), 6404 Wilshire Blvd, Ins Angeles up ° 9 ou ° 9 eru s u €

90048 (OLive 1-3710), San Francisco (GR 4-8532), Fort Lauderdale (564-1850) indicates that corporate fund managers-no matter what their titles

BxtrE WALTTAM 'S TRONG; ifcUration 4 raefsP Four Weeks® fidficéYequired for may be--are as expert as their counterparts who advise and counsel Retirement plan facts

change of address Address all subscription correspondence to ELOISA D'OVIDIO,

circulation services manager. them on investments To the Editor' The Information
R R contained in BusineSS Inmrance 15

[ETEY." Member of Busmess Publications Audit of Circulation It is our hope that published reports in Bustness Insurance on the )
ABP extremely valuable and of aid

fund managers' activities will assist them in their important roles Continued on page 15



66This $300 suit is going
to cost this hotel $300,000
beforel'mthrough.”

When a guest makes noises like that, you don't need an

insurance policy. You need an insurance company. And preferably,
one with guts.

Consolidated is known as one of the tough, no-nonsense
companies. But with a difference. We've got guts enough to relax
and try a little tact.

For instance, our fashionable friend, here: became our
fast friend when presented with a generous gift certificate from
an exclusive haberdashery.

m o . . .
outsodOY 1 find that, gefting everybody-including
approach to claims. And keeping everybody-including

hotel engineering departnents on their toes is our
approach to accident control.

A lot of the latter keeps us in fighting trim for the
former. And a lot of both keeps our loss ratios low.

Which means we're or.e of the few property and
casualty companies around with guts enough to
take you on even if your premiums turn out io
be peanuts.

We can afford to be a little generous.

But we'd rather you didn't spread it around.
It just might ruin our hard-nosed reputation.

9 Adams Street, Brooklyn, New York =

When you need a ust a
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Northern Trust' s blanket bond pays
on former employe's embezzlement

CHICAGO--Aetna Casualty and
Surety Co. has paid Northern
Trust Co. $398,000, the total
amount embezzled by a former
bank employe over a one-year
period, Thomas H. Lueck. North-
ern's insurance manager, told
Business Insurance. Tne err.bez=-
zler, Federal authorities said, was
a compulsive gambler.

The payment was made under
provisions in the bank's blanket
bond cover, Mr. Lueek said.

The ex-bank employe, Edward
J. Chanda, 33, has been convicted
of embezzlement and sentenced to
three years in Federal prison. He
was a 15-year employe of the
bank and earned $8,400 a year
when the thefts were discovered.

Afzer Fleading Mr. Chindla
guilty to Federal charges, his law-
yver told a district court judge: "In
the end it wasn't the matter of
winning or losing for ( Mr.) Chan-
da He just had to bet. When
apprehended he was betting
$150,000 : week.” (While the
amount embezzled was $358.C00O0,
Mr. Chanda had bet 3ose to $6

million, Federal authorities said.)

HIS ALLEGED accomplice and
middleman bookie, Philip G.
Johnson, 33, was convicted and
sentenced to 10 years in j ail. A
third man, Robert V. Lik:s, 30,
alleged by Federal authorities to
be a top South Side Chicago
bo)kie, faces charges involved in

th@ embezzlement.

Nicholas Etten, assistant U. S.
attorney, told Business Insurance
the embezzlements were accom-
Flished by internal "check kit-
ing." In essence, Mr. Etten said,
Mr. Chanda worked the thefts
this way:

By having access to large, sel-
d orr=used checking account fig-
ures, he would debit one such
account to cover his gambling
debts. He would then credit a
personal checking account held by
Mr. Johnson.

At the end of the month, when
tank statements were sent to cus-
timers, Mr. Chanda would send

an advise of credit to the account

holder he had just debited, telling

, by detiting another large,

him an ermr had been made and
that the matter would '* rectified

in the next monthly statement.

THE FOLIAWING month, Mr.
Chanda would repeat.the process
. sel-
dom-used account, this time for
an amount equal to the sum taken

frcm the first account plus what
wculd be needed to cover more

be-s. He would then ire(it both
the f-rst account and Mr. John-
son's account and send out an
advise of credit to tne account
holder he had just debited that
an error had been made.

This process was repeated until
a $398,000 shortage v,as discov-
ered. Some of the acjounts Mr.
Chan-la embezzled money from
had balances of $50C,000 to $1
million, according to Mr. Etten.

Mr Chanda testified that he
believed he would be 2aught and
kept a complete record of the
nearly $400,000 he stole from the

UA 6.191
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bank. He turmned these records
over to the Federal Bureau of
Investigation.

In. addition[ to placing bets for
Mr. Chanda, Mr. Johnson built up
a $207,700 account in the First
National Bank of Evergreen park
anii a $172,000 account m --the
Tri-State Bank of Markham. This
was money he had purportedly
placed in bets for Mr. Chanda,
but, in fact, had kept for his per-

s <c>ra=—al [ R —— s -

Ex-Travelers

man hit for

embezzling

HARTFORD-A seminary stu-
dent, at one time an employe of
the Travelers Insurance Cos., has
been ordered committed for psy-
chiatric observation before sen-
tencing for embezzlement of some
$76,000 from the firm.

U.S. District Judge T. Emmet
Clarie ordered that Joseph F.
MacDonald, 27, be committed for
90-days of observation by Federal
psychiatrists before the final sen-
tence is imposed.

Mr. MacDonald is faced with a

maximum 10-year imprisonment.

A FORMER supervisor for the
Travelers railroad claims depart-
ment in Minneapolis, Mr. Mac-
Donald had been studying for
several months at Pope John
XXIll Seminary, Weston, Mass.,
institution for older men desiring
to study for the priesthood, when
he turned himself in to the FBI
(Federal Bureau of Investigation)
here.

His legal counsel, Hartford At-
torney James N. Egan, disclosed
that some $25,000 of the money
embezzled (during 1967) has been
returned.

After leaving Travelers employ
in the autumn of 1967, Mr. Mac-
Donald toured globally, using em-
bezzled funds, according to Feder-
al authorities.

WHILE WORKING for
Travelers, Mr. MacDonald came
up with a scheme in which he had
railroad survivors' checks made

the

out to nonexistent beneficiaries,
according to Assistant U.S. At-
torney Paul S. Sherbacow.

Checks for $4,000 each were en-
dorsed and cashed by the accused.

Mr. MacDonald, earlier this year,
pleaded guilty to the Federal
charge of transporting stolen
checks across state lines.

Neatly dressed, articulate, Mr.
MacDonald told the judge that he
was under medication while em-
bezzling from the Travelers.

He said that a company physi-
cian had prescribed the medi-

cation because of "chronic fa-

i e _ —

Tanker that

cut cable

pays claim

BUFFALO, N. Y.-The Niagara
Mohawk Power Corp. has settled
for $51,000 its claim against a
Cleveland shipping firm, one of
whose tankers on June 22, 1968,
severed submerged power cables
in the Niagara River.

Attorney J. Edmund de Castro
Jr., counsel for the power compa-
ny, claimed that the tanker be-
longing to Cleveland Tankers Inc.
failed to maintain a proper look-
out and failed to navigate in a
prudent and seaman-like manner.

The tanker severed the cables
when its anchor became entan-
gled in the cables and was then
raised several times in attempts to
free it, according to de Castro. -



Major fire losses down
for 1968, NFPA reports

BOSTON-Records compiled by
the National Fire Protection Assn.
show that 1968 losses to U.S. in-
dustry from major fires were down
nearly 11 % from 1967.

A spokesman for the fire pro-
tection group said that industrial
facilities valued at $93.8 miillion
were destroyed during 1968 in 130
large-loss fires-defined as those
individually causing $250,000 or
more in damage. Most of these
fire losses were largely insured
losses, the spokesman said.

The total loss figure was a de-
crease of $11 million from the
losses during 1967, when damage
from 114 major industrial fires
totalled $105 million.

TWENTY-EIGHT of industry's
large-loss fires in 1968 cost $1
million or more, and 11 others de-
stroyed at least $750,000 worth of
property, according to the NFPA.

The largest loss among all U.S.
fires last year occurred Oct. 4 in
an industrial complex of 21 mill
buildings in Bondsville, Mass.

This fire, which was of suspi-
cious origin, caused an estimated
$10 million in damage. A spokes-
man for the General Adjustment
Bureau in Springfield, Mass., told
Business Insurance that claims
are far from settled and probably
Nno one will ever know the total
insured loss because adjusters
throughout the U.S. are handling
individual claims for customer
goods.

Other major industrial fires
during 1968 included the $3,905,-
00O fire on Aug. 17 at Tacoma
(Wash.) Boat Building Co., which
began in an unsprinklered fore-
man's shack inside the plant,
which was sprinklered elsewhere.

ON JULY 25, there was a $3,-
250,000 fire at the shoe box man-
ufacturing plant of Millin Indus-
tries, Lawrence, Mass. Fire also
leveled the manufacturing area of
a Applied Dynamic Corp. comput-
er plant in Dexter, Mich., causing
$2,662,000 damages on Nov. 10.

Swift & Co.'s beef processing
plant in Chicago was destroyed by
fire on Jan. 10, causing $2,100,000
damages and on May 27, Union
Carbide Corp. suffered a $2,000,-
00O fire loss.

Industrial fires costing $1,-
500,000 each occurred at two lum-
ber mills: a sawmill at Temple
Industries, Tex., was destroyed by
fire Jan. 7 when the wet pipe

letters

Continued from page 12

in our company planning. We are
becoming even more vitally con-
cerned with gaining useful infor-
mation regarding activities in
company retirement plans. One
provision of our new union con-
tract requires that we provide a
workable retirement plan by May,
1971. Hence, our interest will con-
tinue to increase regarding arti-
cles pertaining to various retire-
ment plans now in effect.
Neil E. Hansen
Personnel Director, Eberline In-
strument Corp., Santa Fe, N. M

Add interest for agents

To the Editor: Your magazine is
excellent. Now try to add a little
information designed to interest
independent agents-yes, you al-
ready have some, but | would like

to see more.
David S. Bessman
Owner, Bessman Insurance

Agency, Detroit, Mich.

system that might have saped the
structure was tempirarily ou: of
service; the lumber mill of the
Dwyer Division, Pubtshers' Paper
Co., Portland, Ore., 31:s severely
damaged Dec. 7 bl a fire Uhat
began when sparks torn a weld-
er's torch ignited SaWwdist. Anoth-
er $1,500,000 fire cocurred Sept.
28 at the Fruitvale Canning Co.,
Oakland, Cal., where flames were
fed by wrapping material on
densely packed cans on closely
stacked pallets.

Cost of all large-lofs fires in the
U.S. during 1968 (inciuding indus-
trial fires) was $314.3€3,000-$90
million below the greviaus year's
total, the NFPA -Ecords show.
This property loss oc curred in
only 487 fires, mcit )f which
started as small fires but grew. -

Employee
Savings Plans:
The Coming
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Retirement 1-ide
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FRANCIS, Marager of Benefits
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This aerospace machinist
Is insured by Pacilic Mutual Life.

And se are all the other IAM

members in over 400 companies.

Plcrning group insurance for
multi-employer negotiated trusts.
unions. and as. ocialions is always
a complex assignment. But one that
PML welcomes.

The ccse in point is our plan for
thousands oi members of the Inter-
nation:ll Association of Machinists
and .brospoce Workers and their
dependents

Theae men and women work for
over 400 diiferent employers. all
over the country.

Fo. the tmstees oi the |IAM Nat-
ionc]Healtn and Welfare Plan (rep-
resenting both 1cbor cmd manage-
ment).we put together a package
ol life. accidental death. disckility
and medical insurance.

It provides the scme le-el of
ben€fits lcr employees whereve:
they work.

The package is flexib.e. offering
seven basic plns w.th numerous
opti=ns. PML oifers tc tc£or a spe-
cial plan for campanies with more
than 100 employees. Employers
con::ibutions can be leveled for

periods of ine. two o. three years.

Our computeis enable us to cut
the cost of insurance, speed claim
service. and prcvide policyholders
with quarterly management infor-
mation reports identifying paid
medical claims. utilization and
trends.

Look into the advantages of
service. cost and coverage avail-
able from PML. Whether you have
ten employees cr ten thousand, call
your PML group insurance repre-
sentative, agent or broker.

Pbcific Mutual Life

The West's largest mutual life insurance company

copies of Employee Savings Plans: 1
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British losses mounting
on the home front lines

LONDON-Losses by British
insurance firms are mounting so
heavily that there must be higher
premiums on the domestic market
in the long run.

Whether this will extend to the
competitive field in the United
States depends on other factors
that underwriters will have to de-
cide for themselves.

These two points stand out
clearly in a major survey of the
past year'5 international business,
which has been carried out by the
British Insurance Assn. on behalf
of its 280 members, who represent
80% of that country's insurance

business.

UNDERWRITING losses during
1967 on its world-wide record to-
tal of $7.5 billion trading account
soared to $30 billion from the
combined results of fire, motor

Cargoes ...

Continued from page 9

ganized crime syndicates, often
working with inside help, are
deeply involved.

THE McLEAN organization, he
revealed, is taking a "long hard
look™" at its own security pro-
cedures and policies as other con-
cerns in the industry are doing.

Special security measures adopt-
ed recently by the McLean organi-
zation include personnel screening;
in-depth lock controls; freight bill
controls; communications with law
enforcement officials; tighter se-
curity around terminals, yards and

buildings, and the use of seals on
loaded items.

Mr. Hamrick remarked that
many companies are now employ-
ing, on an increasing scale, train-
ed, experienced law enforcement
personnel.

Moreover, the ATA ( American
Trucking Assn.) has formed a
special committee on theft and
hijacking.

When you need
professional
appraisal serviee

for propertus eost and
general neeounting

Appraisals for expert testi-
mony in property litigation,
damage suits, condemnation,
receiverships, rate cases, reg-
istration statements for the
Securities and Exchange Com-
mission...for corporation
finance, consolidation, reorga-
nization.

And you can rely on Lloyd-
Thomas appraisals for prop-
erty insurance valuation and
proof-of-loss.

For informative booklet
"Facts of Interest About Lloyd-
Thomas," write Dept. BI.

Emil Ima
\""W_«MY
institutional \::4.

industrial
commercial

TJE[E
1JLOYD=TES©SMAS

Recognized appraisal authorities CO-
4411 Rovenswood Ave., Chicago, M. 60640

Representatives coast to coasE

and accident claims filed in 1968.

Th:s was the largest loss since
figures began to be keps four
years ago, and the increase means
that many premiums are now being
raised, although this can take time
because of the insurance regula-
tion mechanism in some Yoreign
countries.

Whether the lo.ses will directly
affect the bid for business in the
U.S., which provides the much-
prized dollar inecme of Sl.2 bil-
lion for members of the British

Insurance Association every year,
remains to be seer.

On iust a single tank arm, you'll find o vast array of
insurance exoosures. And because many of these expo-
sures are iudgement ratid, ittakesa vas-array of under-

FDr there is another side to the
p.=ture in the large stake that
Britain has invested in American
funds,

THE SURVEY points out thai
half the foreign pr€Emium income
31 British insurance companies is
eaned in the United States, though
they have invaded only 5% of its
market so far,

It proceeds: "Difficult under-
writing conditions and inflation
contributed to unsalifactory re-
sults there, but these were well
offse: by investment revenue on
invE€steel funds anc reserves.
There was bad expejence with,
liability claims, but a ight hurri-
cane season and Federal riot re-
insu-ance now proteot against eat-
astrzphic loss in these areas.

So *e loss picture looks differ-
ent 1 it is balanced, at least tc
:cme extent, by profits from other
American sources.

11-1

f29,

writing skillstocover fiem.

On this k nd of farm, you've got not only tanks and
pipelines, but all the potentially explosive products n-
side. What's more, you may havecontrac-or'sequipment,

accounts receivable, and private bridges.

Commercial crime is being
fought so hErd in Britain that
many robber.; are ceasing to at-
tack business buildings, and are

‘changing to thefts from private
houses instead.

That is thz view of the British
Insurance Association, which found
that claims from ordinary house-
nolders rose by 20 % in the past
year.

altogether its members paid out
more than $40 million in theft
compensation last year, of which
$12 million went to private homes.

Latest problem for London po-
lice is a series of art thefts frorn
the private houses of wealthy peo-
ple. But a specialist squad at Scot-
land Yard tas been formed to
fight it.

Phoenix Assurance Company es-
timates that its premium income
will rise this year by $19 million
=hrough its acquisition of the Pa-
cific of New York group. The new

move should.add $25 million to its
assets, and increase its surplus by
$6.4 million. Phoenix chairman
Viscount De L'lsle reports that
his group's operating ratio in the
USA was satisfactory last year at
a time when underwriting results
were generally poor. -

Losses down 13.9%
Estimated dollar losses caused
by fire in the U.S. dipped 13.9 %
in April, according to the Nation-
al Insurance Actuarial & Statis-
tical Assn. The April loss figure
was $169.9 million, down from
$197.2 million in April of 1967,
and down 2.3 % from the March,
1969, loss total of $173.9 million.
The association also reported that

losses frorn extended

coverage
perils-caused by windstorms, ex-
plosions and other hazards-to-
taled $1.1 billion in the 12-month
period through April, 1969, down
from $1.3 billion in the preceding

12 months.

More than anything else, that kind of insurance calls
for gcod, sound iudgement. And happily, MC)AC has a
world of experience on which to base that iudgement.

Years and years of company operations. Plus the reoords

and research facilities those years have spawned. And
it's against this background that MOAC underwriters use
their insight and common sense todesign specific cover-

ages for whatever exposures you're apt to encounter.
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benefit tax slants

Treasury's stock option
regulations still hanging

By JOSEPH S. ROBINSON

NEVWW YORK-Back in April,
the Nixon tax reform included a
proposal that would spell disaster

to compensation deals in re-
stricted stock. Reason: It would

Kill both the tax deferment and
capital gains possibilities. For this
reason the Treasury has held off
its final regulations on restricted
stock options promised before the
end of June.

If the proposed change in the
rules is turned down or put off by

MOAC underwriters are supported by the largest staff

Congress, Internal Revenue may
then come down with its version
of restricted stcck rules. (See
Treasury Release TIR-1017-
6/20/59.)

This means that there's now
complete uncertainty as to the
general rules covering compensa-
tion plans in restricted stock after
June 30, 1969. The present tax
breaks might continue beyond
the June 30 cut off date. The
Nixon proposal ( if adopted at all
this year) might not apply until
after June 30. And the Treasury

regulations might also be made
effective after June 30. But all this

is up in the air.

HOWEVER, this much is clear:

The present rules-which allow
toth tax deferment and capital
gains-should apply to restricted
stock arrangements made on or
tefore June 30, 1969, and also
after June 30, 1969, and before
January 1, 1970, provided there is
a written plan adopted and ap-
proved before June 30, 1969.

IN THESE DAYS of personal
piracy, it's not uncommon for
qualified pension and profit-shar-
ing plans to provide that, if an
employe switches his job to a
competitor, he forfeits his interest
in the plan to the extent of the
employer's contributions. And it
makes no difference if the em-
ploye's rights are fully vested.

This point was aired before a
New York court when an em-

ploye brought suit to recover his
pension after he left to join a firm
in a similar business. The court
ruled that the "plan" established
by the employer with its own
funds was a mere promise to pay
a pension to noncompeting former
employes. The express provisions
made this condition clear. ( See
Kumm, 233, N.Y.S. 2d 598.)

YOU CAN GET tax exemption
for a pension plan that allows
participants to pull out their vol-
unt(try contribution with accrued
interest, while still employed. In-
ternal Revenue says that such a
provision will not disqualify the
plan. (See Rev. Rul. 69-277.) -

Donlon ioins CPC

Joseph R. Donlan has joined the
staff of Corporate Policyholders
Counsel Inc., independent con-
sultants on insurance and em-

ploye benefits, Chicago.

At MOAC, we write all kinds of marine insurance. In

of marine surveyors and engineers in the business- fact, we write more than anyone else in the world. We'll
men whocan examine the physical properties and eval- write it by the manual when it's possible. And we'll write
uate the risks. And you're supported by over 30 depart- iton o-lrown when it's not. For further information, write

mental and service offices in North America, by more Walter T. Wells, V.R, Marine Office Appleton & Cox
men in the field than anyother marine under-

writer provides, and by a reputation for fair,
fast claims service no other comoany equals.
Marine Office -Appleton & Cox Corp.

Corporation, 123 William Street, New York,
New York 10038. Aviation insurance through

Associated Aviation Underwriters.
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tion, but the chairman of that
group noted that Rep. Matthews
never kept his involvement with
State Fire a secret.

Rep. Jack Savage said Rep.
Matthews had voluntarily filed a
letter with the ethics committee
prior to the last legislative session
outlining his affiliation with State
Fire. There is no prohibition
against a legislator representing
an insurance company, Rep. Sav-
age noted.

Evidence placed before the
Hart subcommittee indicated that
Rep. Matthews collected sizable
fees from the failing company un-
til its waning days.

A reporter who interviewed Rep.
Matthews before the subcommit-
tee convened quoted the legislator
as denying rumors that he had

been paid $250,000 in legal fees by
State Fire.

"GOOD GOD, NO," he was
quoted as replying. "Our total
billings wouldn't amount to any-
thing like that.”

The Senate subcommittee placed
in its record a report by an attor-
ney assigned to review State Fire's
plight after it was placed in re-
ceivership.

According to that report, Rep.
Matthews' firm billed State Fire
for more than $202,000 in the 15-
month period from January, 1968,
to March, 1969.

In addition, the report indicates,
Rep. Matthews' law firm sub-
leased its offices from State Fire
for $3.25 per square foot when it
was costing State Fire $4.50 a
square foot.

Furniture for the Matthews
law office was supplied by State
Fire and its telephone lines went
through State Fire's switchboard.
Rep. Matthews and his partners
received free use of duplicating
equipment, the services of a re-
ceptionist and a conference room.

Because the Matthews law firm
was five months behind in its rent
when the receiver stepped in, the
back rent was requested, the re-
port shows. Rep. Matthews-who
said he had not paid the rent
because State Fire owed his firm
money-responded by billing State
Fire for another $34,000 worth of
legal services for the month of

NMarch, 1969. i

SARASOHN

AND COMPANY

PUBLIC ADJUSTERS

CONVENIENT

East Orange, New Jersey (Home Office)
85 S. Harrison Street (201) 675-1400

New York, New York

347 5th Avenue (212) WH 4-3337

Bridgeport, Conn.

(Tri State Adjustment Service Co J
27 Post Office Arcade (203) 333-5555

Newburgh, New York

231 Liberty Street (914) 562-9420

San Juan, Puerto Rico

1700 Ashford Avenue 722-5977

No. Miami, Fla.

16924 N.E. 19th Ave. (305) 945-6338

Memphis, Tenn.

(Roddy and Sarasohn, Inc.)
651 South Cooper St. (901) 274-2305

Scranton, Pa.

129 N. Washington Ave. (117) 342-8230

Kansas City, Mo.

10th & Walnut Streets (816) 421-7070



following the funds
Mutuals sour more on

market than pensions

WASHINGTON-Mutual funds
seem to have soured on the stock
market to a greater degree than
did private pension plans in the
first quarter of 1969, figures re-
leased by the Securities & Ex-
change Commission showed.

Net purchases of common stock
for pension funds hit $1.7 billion

in the first quarter, down slightly
from the fourth quarter of 1968
but up 37 % over the first quarter
of last year, according to SEC.

But mutual funds sold off on
balance $125 million in stocks
during the first quarter compared
to net purchases of $965 million in
the previous quarter.

Stock purchases in the first quar-

IF A NATIONAL
WORKMEN'S
COMPENSATION
PROGRAM
WORKS SO WELL

ELSEWHERE, WHAT'S
SO SPECIAL ABOUT
TEXAS?

We'll appreciate the oppor-
tunity to tell you why it may
make good sense to treat
Texas as a special case
when placing workmen's
compensation for your com-
pany. It could make a big
difference for both of us.

=

Texas En.PLoveRsS,
insuRance ASSOCIaTION

P. 0. Box 2759 Dallas, Texas 75221
0.LOTTE IMINI OF rEIRS TIXI UIPLOYERS INSURANCE ASSO[IATION
EMPLOYERS NAIONAL INSUILICE COMPANY - EMP'107£15 CAUITY COdHMY
EMPLOTIRS NAIONAL U#E INSURANCE COMPANY.

ter by pension plans were 53.9
billion and sales were $2.2 billion,
SEC said. Stock buys for mutual
funds were $5.1 billion (dcwn
from $6.5 billion the previous
quarter) and sales were $5.3 bil-
lion (down from $5.6 billion).

Insurance companies edged up-
wards in net purchases of com-
mon stocks, SEC figures showed.
Life insurers added $415 million
to their portfolios (via purchases
of $875 million and sales of $460
million) and property and liabili-
ty insurance firms added net pur-
chases of $445 million ($690 mil-
lion in purchases and $245 million
in sales).

For all institutions-p ension
funds, mutual funds and insur-
ance firms-first quarter trading
activities resulted in net cornmon
stock acquisitions of *2.4 billion.
Combined purchases were $10.7
billion and sales were $8.3 billion.
Net purchases, however, were al-
most $1 billion less than in the
fourth quarter but $1 billion great-
er than th& first quarter of 1968.

WESTINGHOUSE Electric Corp.
1968 pension fund results: VVal-
ue, $647.6 million; company con-
tribution, $24.8 million; payments,
$22 million; number of employes,
active and retired, 150,500. Un-
funded prior service liability at
yearend was estimated a: $227
million, down from $234 million
in 1967. The company contribu-
tion is the amount necessary to
provide benefits earned during
the year and with prior service
liabilities amortized for 30 years.

Westinghouse also reported that
more than 22,000 employes are
participating a payroll deduction
savings program with the value
of investments at yearend (the
first 18 months of operation) to-
taling $27 million.

FRANK B. HALL & CO., INC.

Insurance Brokers - Average Adjusters
Employee Benefits Consultants

and

OLSON & BARTHOLOMAY, INC.

ANNOUNCE THEIR MERGER

EFFECTIVE AT ONCE

The executives and staff of the Olson & Bartholomay

organization will continue to operate at their present

location under the name of:

OLSON & BARTHOLOMAY, INC.

Division of FRANK B. HALL & CO.

175 WEST JACKSON BOULEVARD CHICAGO, ILLINOIS 60604

(312) 427-0480

rankil. HaH&co.

New York, San Francisco, Oakland, Los Angeles, Portland, Seattle
Anchorage, Honolulu, Hong Kong, Melbourne, London, Oslo

Service Facilities in Major Cities Throughout the World

NET ACQUISITION OF COMMON STOCK
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Stock purchases in the first quarter of 1969 by pension plans were $3.9 billion and sales were $2.2 billion,
the Securities & Exchaige Commission reports.

PRIVATE PENSION plans are
improving in Canada, but it is
a slow process.

The latest study of Canadian
pension plans prepared by Na-
tional Trust Co., Toronto, shows
that 51 of the 136 plans analyzed
provide pensions based on final
earnings or final average earn-
ings.

Fifty-seven plans pay benefits
based on average earnings or ca-
reer average earnings Another 21
have uniform or flat benefits;
three are money-purchase plans
and there are four profit-sharing

schemes.

PENSIONS based on earnings
at or near retirement will, of
course, be higher than those based
on earnings averaged over the
whole period of employment.

In National Trust's last survey,
published in 1961, only 35 of the
157 plans studied had benefits
based on final average earnings.
There were 83 plans of the ca-
reer-average type and 20 money-
purchase and profit-sharing plans.

The new survey covers 136

Yukon ...

Continued from page 11

months in laying the double-lane
highway of 1,671 miles between
Fairbanks, Alaska, and Dawson
Creek, British Columbia.

The Travelers was insurer of
private contractors entrusted with
building of Army facilities con-
nected with the highway (air-
plane landing strips, hangars, ga-
rages, classification yards, power
stations, supply depots, access
roadways, railroads, marine
docks, quarries, gas storage tanks,
living quarters, first air stations
and hospitals) to which were
brought American casualties in
encounters with Japanese troops
in the Aleutians.

Form of coverage at the time

included workmen's compensa-
tion, public liability, automobile
fleet, bciler, commercial blanket

bonds and forgery bonds.

MAJOR PROBLEMS included
the obtaining of pure drinking
water.

Travelers engineers and claim
personnel were based in Fair-
banks, Whitehorse, Skagway, Wat-
son Lake, Dawson Creek and Ed-
monton. One engineer s notebook
reflected the vastness of territory
and terrain: 3,600 miles by train,
4,300 by automobile, 10,000 by
airplane and 1,500 by boat.

INn one situation at she time, a
contractor's wrecker ran into an
Eskimo and his squaw who darted
across the highway in a dog sled.

plans of 113 employers. As com-
pared with the 1961 survey there
are no new employers. However,
due to mergers and other changed
circumstances some plans
viewed in 1961 were not available

re-

for the new study.

The increase in the number of
plans based on final earnings
rather than career earnings is
gratifying to pension consultants
who have been warning about the
effect of inflation on pensions.

STARTING out with a higher
pension at least postpones the bit-
ter effect of the rising cost of
living.

To help minimize the ravages of
inflation, some pension men have
been advocating pensions equal to
100% of final earnings.

While this is a bit rich for some,
almost all pension authorities are
in favor of plans that in sorne
fashion allow for increases in the
cost of living by boosting pension
benefi-s.

Just two plans in the National
Trust survey contain an automatic
adjustment to take cost-of-living
hikes into account.

The woman suffered a fractured
leg. The man was slightly injured.
The valuable lead dog was Killed.

Settling the claim wasn't as easy
as something happening in Hart-
ford, by any stretch of the imagi-
nation.

The Travelers claim represent-
alive, out of Fairbanks (some 2,-
200 miles from his Edmonton
base) drove to Northway to see
the Eskimo and learned, on arriv-
al, that the man was in Palmer,
where the wife was hospitalized.

En route back to Fairbanks, the
gasoline froze. (Later the compa-
ny engineer on the job learned
the trick of adding a pint of alco-
hol to every tank of gas to over-
come this).

WITH TWO companions, he
built a smudge in the station wa-
gon, expecting to spend the night
in sleeping bags.

Happily, a truck came by and
provided transportation to Fair-
banks.

The temperature? 60 degrees
below.

But the quarter-century-ago
episode wasn't all grim.

The Travelers received a claim
involving a workman from the
states. He was coming out of a
latrine when he was struck over
the head by a heavy pole.

After the man recovered his
senses, he looked up and saw an
Indian.

The Indian shrugged and said,

"Sorry. | mistook you for a
friend.’

One provides a 3% consumer
price index adjustment, and the
other provides an annual adjust-
ment also based on the consumer
price index for employed and re-
- E N T e <8 _

FCIA

AND
HOW IT PROTECTS
AND
EXPANDS
UNITED STATES
EXPORTS

If you're not depending on
FCIA coverage on your exports
-you may be doing business
in a very risky way indeed.

And perhaps not realizing the
full potential of your market.
Here's why we say this.

FCIA in cooperation with the
Export-Import Bank of the
United States, offers four
major classes of service

to exporters.

1. Protection against the
failure of the buyer to pay his
due date dollar obligation for
commercial or political

reasons.

2. Encouragement to offer

foreign buyers competitive
terms of payment.

3. Support in penetration of

high risk foreign markets with
due business prudence.

4. Assistance in securing
greater financial liquidity and
flexibility in the administration
of foreign receivables
portfolios.

In short, an FCIA policy
protects against any credit
loss not due to the fault of

the exporter.

Of course, we've only
highlighted some of the basics
of FCIA. It costs you only a
stamp on an envelope or a
phone call to get in-depth
information. Write or phone to:

FOREIGN CREDIT
INSURANCE ASSOCIATION
250 Broadway. New York, N.Y. 10007

Phone 212 349 2160; (TELEX 12-7887);
or contact our offices in Boston,
Cleveland, Houston, San Francisco.

Information also obtainable from

your insurance agent or broker. or any
Field Office of the United States

Department of Commerce.



35 of 72 trade papers
have bought /ibe/ cover

NEVV YORK-Almost half of
the business publication firms re-
sponding to a survey by the
American Business Press have li-
bel insurance.

ABP, in a libel questionnaire
sent out to -139 publishers, re-
ceived replies from 72. Of those,
35 said they had libel cover and
37 indicafed they did not.

Chief reason for not having li-
bel insurance was that they felt it
was unnecessary (26 publishers
gave this reason for not buying the
coverage). Seven others thought it
was too expensive.

One publisher said that libel
insurance "appears a little diffi-
cult to obtain and a rough esti-
mate of cost indicated that it
might be very high. However, we
are checking into the matter
again as our insurance people in-
dicate they may have a better
proposal to offer us shortly."

ANOTHER COMPANY. which
also rejected the coverage, ex-
plained: "We have never felt the
need for this kind of insurance
and have therefore never consid-
ered it. We are very sure of our
technical accuracy."

One major firm, in saying that
the insurance was too exnensive,
added that "the deductible fea-
tures of most policies make it rea-
sonable to rely upon competent
house counsel to review question-
able copy.”

Publishers who carry libel in-
surance have had it for anywhere
from a year up to 35 years. Six
firms have had the cover for
about five years, three for ten
years, two for 15 years and two

California

bill proposes

reinsurance

SACRAMENTO-New propos-

als noy before the California
state legislature would create two
new insurance company associa-
tions that all carriers in their
respective fields would be re-
quired by law to join.

One would provide insurance
coverage on the state's riot expo-
sures created under the Federal
FAIR plan act and the second
would be designed to meet the
obligations of any company that
became insolvent.

California's constitution prohib-
its use of taxes ar assessments
against carriers, other than the
premium tax. Creation of the two
new associations would permit
funding.

ONE BILL before the legisla-
ture would establish a California
Riot and Civil Disorders Insur-
ance Assn.

All carriers writing property
coverage would be required to be-
long as a condition of their certif-
icate of authority to do business
within the state.

Governors of the association
would include the state director
of finance, the state insurance
commissioner and an insurer.

The association would insure
the state against any liabilities it
might incur under terms of the
Federal Riot Reinsurance Act,
through issuance to the state of
an insurance policy covering the
$30 miillion, which would consti-
tute a state layer of reinsurance
under the Federal act.

The bill provides that up to $1.5
million might be used as prem-
iums for this purpose. The actual
premium would be subject to ne-

cgccoti=aticor o | on an

for 20 ydars.

Twenty publishers had libel cov-
erage underwritten by Employers
Reinsurance Corp. of Kansas City.
Another seven had the coverage
through Fireman's Fund or its Na-
tional Surety Corp. unit. Other in-
surers used by publishers (one by
each firm) were Seaboard Surety,
Western Casualty, U.S. Fire Insur-
ance and American Employer's In-
surance.

All but three of the publishers
indicated that they had not been
asked to absorb a rate increase or
an increase in their deductible for
libel insurance in the last year. Of
the three that had increases, one
said. rates went up 20.2%, anoth-
er's jumped 4.2% and the third
had rates increase 4%. a
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risk appraisal...

Risk and thsurance management teams in the 12,500 larg-
est U.S. corporations-readers 6f Business Insurance-need
appraisal services. Your company can tell its sales story in
this spot -for. only $145-every issue basis. You can't do it
any other way at any price!

your best media buy--

ILjL 13

of a well-known, 87-year-old

Underwriting Institution?

U

We have been proud of our sailing ship logo
or identification device and we hope that it
has symbolized for you as well the many
things that we have tried to make Chubb &
Son stand for over the years. But, times have
been changing and will continueto change at
an ever-increasing pace so with the help of a
leading industrial designer we have rede

signed our identification device to meet these
modern times. Our goal is to try to have the
best of both worlds-all that wasgood in what
we had and all of the things we hope to do
better in the future. We proudly introduce our

new Chubbsymbol.

CHUBB & SON INC. UNDERVVRITERS

Subsidiary of The Chubb Corporation, 90 John Street New York. N.Y. 10038

MANAGER Federal Insurance Company - Vigilant Insurance Company - Great Northern Insurance Company - The Sea Insurance
Company Limited - The London Assurance - Alliance Assurance Company Limited - Sun Insurance Office Limited - Affiliated

CcCHUSS

with Pacme Indemnit> Group through The Chubb Corporation - Lde, Peisonal Health. Grouo Insurance. pension and Profit Sharing
Plans through The Colonlat Life Insurance Company of America - Aviation Insu.arce througn Associated Aviation Underwriters.



Giles on the law

Oregon auto accident case proves
Nneed for caution in use

By JOHN W. GILES
Attorney-at-aw

WASHINGTON-It -hardly
Rems necessary to rern_nd you
tnat any releases of anyone 1zy an
insured where claims are involved
snould only be execused after

careful study by counsel, ar.d this
means counsel expert :n insurance
law.

A recent Oregon c:ze il.ustrates
the importance of this rule. Fol-

of releases

the insured had settled with, and
released, the wrongdoer without
the consent of the insurer.

The Oregon court said that
these a Ms by the insured violated

lowing an automoblLe accicer.t the subrogation clause of the poli-

that resulted in Lnj =ries 1.0 the
insured's wife and three ch_lIdren,

cy and thus barred recovery

against :he insurer. The court said

Ehat the subrogation claise clear-
ly reserved for the insurer the
r_ght to subrogatim upcn pay-
mznt under the policy.

If the insured recovered his
m>™lical expenses from the tcrt-
feasor, or if the tor:-faasor had
teen released with,ut the consent
of the insurer, the insured was
barred from recoKery irder the
pcllicy. (Goetz v. Stale Fc-in F.Te
6 Casualty Co.-Cregon Supreme
Court. March 12, 1969.)

WE ARE NOT exacsly happy
wtha recent deeis on in lllinois.

In the case the insurer was held

If you have employees working
overseas you know they are faced
with serious prcblerns when it
comes to buying personal insurance.

AlU has made available a
voluntary group rlan which pro-
vides personal prcperty, accidental
death and dismemterment, and

It doean’'t reluire much work
on you.' part. All you have to do is
get 25 )f your employees b avail
themsalves of the program and we
will issue you a policy.

‘Their rates will be lower than if
they purchased :he insurance on
an individual basis ; AlU's world-

or claim hand.ing

If you're inserested in more
information absut this prugram
ask your insurance represenfative
to ccntact us, or send your business
card along with this ad to American
International U nderwriters,
102 Maiden Lane, New York,

comprehensive personal liability
coverages. The great thing about
this policy is that your employees
are no longer left to their own
devices in a foreign country.

wide claim network makes settle-
ment particularly convenient, and
you won't have to be saddled with
administrative details such as pay-
roll deduc:ims, record keeping

AIlU office.

New York 10005, or the nearest

It could soive a lot of problems
for a lot of pecple.
Incluaing you.

AmMmerican International Underwriters

50 years of worldwide coverage

If you want your overseas employees
to be happy, there's very little you have to do.

to be obligated on a liability in-
surance policy to pay a judgment
against its insured for his inten-
tional misconduct. The policy only
covered liability for accidents.
The lllinois court said that an
"accident” includes injuries
caused by wilful and wanton mis-
conduct.

In addition, the insurance com-
pany had to pay $10,000, which
was allowable as punitive dam-
ages. This, said the court, is a
proper part of "all sums” that
the insured became liable to pay,
and these sums were covered by
the policy. The court said that the
situation must be viewed from the
standpoint of the inj ured party.

The question of accidentality is
determined from the standpoint of
the injured person, and not from
the standpoint of the aggressor.

The have

aggressor may Pper-
formed an intentional act, but to
the injured party, he has met
with an accident. The court cited
Hawthorne v. FFOSt, 348 Ill. App.
279. (See Scott v. Instant Parking,
Inc., Ill. App. Court, First District

Jan. 20, 1969.)

P

FLORIDA HAS a statute that
provides that if an insured obtains
a judgment against his insurer in
a Florida court, the judge shall
award reasonable attorney's fees
incurred by the insured. The pur-
pose of the statute is to discour-
age the contesting of insurance
policies in Florida.

INn a recent case, the effect of
this statute was tested. The in-
sured sought to recover attorney's
fees it had paid to settle certain
product liability claims. The U. S.
district court held that where the
insurance policies were issued in
New York and delivered to the
insured in New York or Kentuc-
ky, insured was not entitled to
recover attorney's fees in Florida
in the event it recovered a judg-
ment against the insurance com-
pany, even though the policies re-
cited coverage on insured's prop-
erties and activities in Florida.

If the policies had been deliv-
ered in Florida, then the Florida
statute would apply. (See Cela-
nese Coatings Co. v. American
Motorists Ins. Co. 297 Fed. Supp.
598.)

THE INVESTIGATION of the
damaged grove revealed that the
total crop would have exceeded
80,000 boxes, which at $1.75 per
box represented a minimum val-
uation of $140,000. This now
raised the question as to the in-
sured's compliance with the 80%
co-insurance clause. Hence the
litigation.

The jury determined that the
loss should be based on the insur-
er's estimate of 40,000 boxes, but
the insured was not penalized un-
der the terms of the co-insurance
clause.

On appeal the case was de-
cided on principles of agency. The
coverage was initially bound after
determining the value of the crop.
Since an accurate estimate of the
crop had not been made, the de-
termination was based on the pre-
vious year's crop, in compliance
with the suggestion of the insur-
ance agent.

This agent was the local repre-
sentative of the insurance compa-
ny's exclusive agency in that area.
This made him a sub-agent of the
insurer, with at least apparent
authority to bind the company by
word and deed. Since the insur-
ance company could act only
through its agents and sub-agents,
it could be bound by their agree-
ments.

The insured here was entitled
to accept the agent’'s method for
determining the value of the crog
-and that acceptance was bind-
ing on the company through its
agent. Therefore, the company
was not entitled to impose the
penalty contained in the co-insur-

Continued on page 24
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business insurance/perspective

by William H. Rodda, president,
Marine Insurance Handbook, Inc.

Chicago, lll.

g

William H. Rodda

persan whads injucad hy.something
everybody in sight, as the lawyers
say. The retail merchant who sold the
product is the purchaser's nearest contact,
and he is almost certain to be joined in
any suit that is filed.

Courts have tended more and more to
hold that the manufacturer of a product
should be held liable for any injury or
damage that occurs from use of the prod-
uct. This is contrary to decisions of a few
years back which held in many cases that
recovery could not be made from the
manufacturer because there was no busi-
ness contact between the ultimate user and
the manufa'cturer. There Was a lack of
privity between the ultimate buyer and
the maker, which is a legal way of saying
that recovery could be made only if the
injured person had a direct business rela-
tionship to the manufacturer. Offhand it
would seem that this new version of
manufacturer's liability would save the re-
tail merchtint from being held responsible.
Sometimes it helps, but there are enough
exceptions t6 make the retailer a target for
liability suits.

It is considered smart legal tactics for
the claimant in a products liability case to
sue everybody who had anything to do
with the product which is alleged to have
caused the injury. The manufacturer, the
wholesaler or distributor if the product
passed through the hands of such an inter-
mediary, and the retail merchant are all
named in a great many suits. The retail
merchant who has exercised the greatest
of care and who is not actually responsible
for the injury often has to defend himself

against the suit.

THERE ARE MANY circumstances un-
der which the retail merchant may find
that he is held liable for injury by some-
thing that he has sold. The retailer cannot
maintain that he is merely a conduit
through which the goods are channeled to
the customer and that he has no responsi-
bility for the product. It has been held
rather uniformly that the retailer implies
that the goods which he sells are mer-
chantable. That is, by offering the goods
for sale, he says to his customers that,
"This is a satisfactory piece of goods, in
my opinion. It will do the job for which |
am selling it. | have purchased this from a
manufacturer whom | consider to be relia-

ble.” A retailer may be held liable for
injury on the ground that he is in a posi-
tion to reduce the chances of injury by
choosing those manufacturers that make
only the best goods. Carelessness on the
part of the retailer in selecting his sup-
pliers may subj ect him to liability.

What is merchantability? How far does
the . retailer have to go in selecting sup-
pliers who can be depended upon to pro-
vide safe products? Merchantability of
product does not require that it is the very
best that there is on the market. A mer-
chantable product is one that is of average
quality, it is adequately contained, pack-
aged and labeled. It is fit for the purpose
for which it is sold.

This is comparable to basic tort liability
under which a person is expected to act as
a prudent man would act under the cir-
cumstances. It is not necessary that the
merchant make exhaustive tests or that he
examine every product available to see if
it is the best. He is merely required to use
reasonable judgment in selecting a product
and a supplier that on a reasonable basis
appear adequate for the purpose intended.

AN important factor in the retailer's re-
sponsibility is the adequacy of the product
for the purpose for which it is sold. A
retail merchant is asked frequently to sug-
gest or to recommend a product for a
specific purpose. This situation may be
that of the druggist who is asked, "What is

There is a real danger to the merchant
in establishing a house brand. His name on
the product will probably make him liable
for an injury. A distributor of groceries
was held liable for a broken dental plate
caused by a stone in a can of peas because
he had put his own label on the can.

Many of the products liability cases that
involve food are based upon the presence
of a foreign substance in the food. In the
case just mentioned, the stone was foreign
to the peas which were in the can. The
consumer of the peas would not expect to
find a stone while eating the peas. It was
held by a court in another case that a fish
bone was not a foreign substance in a fish
chowder. The defendant's brief in this case
urged the court that "fish chowder, as it is
served and enjoyed by New Englanders, is
a hearty dish, originally designed to satisfy
the appetites of our seamen and fisher-

men.”

THE COURT WAS further told that by
ruling for the defendant that it "will not
only uphold its reputation for legal knowl-
edge and acumen, but will, as loyal sons of
Massachusetts, save our world-renowned
fish chowder from degenerating into an
insipid broth containing the mere essence
of its former stature as a culinary master-
piece.” The court agreed and ruled for the
defendant. The important point here is

that the consumer does have to assume the

'An adoption of the manufacturer's advertising by the

retailer may make the retailer liable . . .’

good for a headache?" or the hardware
dealer who is asked to recommend a good
power lawn mower. The dealer reinforces
his warranty of merchantability when he
suggests a particular product or device. He
is not only saying to his customer that, "I
think this is a satisfactory piece of mer-
chandise,"” but.he is also saying that it is a
good product for the purpose about which
the customer inquired.

THERE MAY BE circumstances where
the dealer will have to stand the entire
responsibility even though the manufac-
turer is the actual culprit in selling a
defective product. A customer sustained an
injury from a prune pit in a jar of prune
butter. The dealer tried to pass the respon-
sibility back to the manufacturer but he
had no evidence to show that he had
purchased the prune butter from a partic-
ular manufacturer. He was left holding the
responsibility for the injury because he
could not prove where he got the product
which caused the injury. He had warrant-
ed as to the product's merchantability by
selling the prune butter and he was solely
liable for the injury.

The retailer who sells foreign-made
goods may find that he has the sole re-
sponsibility for any injury. There are
many products that are imported directly
from foreign countries with no representa- -
tive of the manufacturer in the U.S. An
injured person undoubtedly would make
his claim against the dealer from whom he
bought such a product. A safeguard to the
merchant would be to handle only goods
made by firms that have representatives in
the U.S. who could be reached by a
claimant in a products liability case.

normal hazards of a product. The retail
merchant is expected to follow the stand-
ards of his trade in offering his goods to
his customers.

There are many acts that a retailer can
perform which will increase his chances of
being held liable for injury from the prod-
ucts that he sells. The storekeeper's han-
dling of a product may be careless. There
are suits as a result of exploding soft drink
bottles. A frequent assumption in such
cases is that the bottle was not filled
properly. It may have been charged too
heavily with the carbonic gas, or there
may have been a defect in the bottle or
cap. The retailer may be cited in the suit
also, and it is his obligation to prove that
he did not do anything that would weaken
the bottle. It might be shown, for example,
that the bottle, or a case of bottles, had
been dropped while in the storekeeper's
custody. Carelessness of the retailer or of
his employes in the handling of a product
may be the cause of the injury and may
make him liable rather than the bottler.

An adoption of the manufacturer's ad-
vertising by the retailer may make the
retailer liable with the manufacturer if the
advertising proves to be inaccurate and
leads to an injury. It is not suggested here
that the retail merchant refuse to adopt or
support the advertising of a large and
reputable manufacturer, but is is suggested
that he avoid any appearance of adopting
the advertising of a supplier whose prod-
ucts are not well known to the merchant.

It has been held by a court that adver-
tising claims must be supported by re-
search and testing on actual consumers.
Assurances of safety or failure to warn of
potential dangers are likely to be consid-

ered negligence. This would be imputed to
the retailer if he has adopted or supported
the manufacturer's advertising.

THE MERCHANT MAY under certain
circumstances actually abrogate the manu-
facturer's liability. A merchant was sued
for death of a customer's cattle. The cus-
tomer had fed his cattle a product sold by
the merchant. The merchant tried to pass
the liability back to the manufacturer.
However, the manufacturer proved that he
had sent to the merchant an unequivocal
warning that the product should not be
sold for cattle feed. The merchant's act
was held to be an independent, intervening
act in selling the product for cattle feed
after receipt of the warning letter from the
manufacturer. It is important for the mer-
chant to read his mail and to pay strict
attention to any warnings or instructions
that he receives from the manufacturer.

The merchant who sells and installs ap-
pliances has the obligation to install them
properly and safely. A woman bought a
new refrigerator. The delivery man for the
store discovered that the electrical cord on
the refrigerator was too short to reach the
electrical outlet in the kitchen. He asked
the woman if she had an extension cord,
which she did supply to him so the refrig-
erator would work. The extension cord
proved to be inadequate for the electrical
load and a fire resulted. The storekeeper
was held responsible for the damage by
fire. The court said that the purchaser had
the right to assume that the merchant who
sold the refrigerator with his knowledge of
electrical appliances would not install the
appliance in a manner to create a fire
hazard, whether the installation was tem-
porary or permanent.

VWhat should a merchant do to make
reasonably certain that he will not be
sued? An important precaution is to han-
dle merchandise so that no hazard is cre-
ated by his handling. A reputable manu-
facturer will stand back of his product if
there has been no additional hazard cre-

ated by the merchant.

THERE MAY BE circumstances where
the merchant should warn the buyer of
dangers. This may be done by a disclaimer
of liability if the product is used in certain
ways. This may be done by inserting a
warning in the labeling of the product or it .
may be done verbally in the selling of the
product. The merchant who sells cosmetics
may find it necessary to warn purchasers
that certain products can cause allergic
reactions. The courts have generally taken
the position that a product may be sold
without strong warnings if it is safe for
normal people to use.

The courts have recognized that manu-
facturers cannot as a matter of practical
production make absolutely certain that no
harm will come to anyone from a product.
The standard is based upon what the
product will do to a normal person. A
salesgirl's statement that a product was
"wonderful” was held to be merely seller's
talk and without legal significance. This
did not create any additional warranty as
to the product's efficacy or safety.

There is a doctrine of "strict liability™
which has been developing in the courts
for several years. It is not as onerous as
the doctine of "absolute liability"” which
makes a person or firm responsible for any
injury that results from a device or prod-
uct, but strict liability does increase the

Continued on following page
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Continued from preceding page liability is caused by faulty installation of the le- to premises and covers bodily injury and
- Give a clear warning of danger in the frigerator which causes a fire in the cus- property damage ai ising out of the in-
liable for injury Under the common law selling of any device that does have a tomer's home In summary, it takes care of sured's products and occurring after physi-
and earlier decisions it was necessary for potential hazard Do this by label or writ- the bodily injury or property damage that cal possession thereof has been relin-
the injured person to prove neghgence or ten warning if possible Supervise sales occurs away from the insured's premises quished to others This would Include In]JU-

breach of warranty in order to collect personnei to see that the warnings actually from a product which he has sold

chances that the merchant will be held

ry or damage occurring from food that has
damages in a products liability case More are given It is an important point in Attention is called to the words, "bodily been served to a patron in a restaurant
recently many courts have held that it is connection with warnings that the custom- Injury " What about the much discussed But how about samples of food which are
only necessary to prove that a defective er is not forced to buy the product If he case of the girl who bought a bathing suit passed out to customers in a grocery store9
product caused the injury This is an over- does buy in the face of a warning, he does of a new fiber which cisintegrated when Or how about the merchant who decides to
simplification of the rule, but that is what so with some assumption of risk on his she entered the water, and left her com- hold a reception from time to time at
it means as a practical matter to the mer- part. pletely unclothed in tne presence of a which he serves refreshments, either free
chant who is being sued Exploding bottle The final advice to the merchant who IS large group of people at the pool-side She or for a small chargeg If the caterer is a
cases tend to be decided on this basis. seeking protection from liability in the sale was not injured bodily in any way, but she bit careless and some of the customers get
It is no longer necessary for the injured of products is to make certain that he has certainly sustained a tremendous embar- sick, is the liability insurance company
person to prove that the bottle was negli- products liability insurance Unfortunately, rassment which she felt Justified her suing going to consider that this is normal bum-
gently filled or handled It is merely nec- this is not a simple solution There are the merchant who sold her the batiung ness activity on the insured's business
essary for the claimant to prove that the several variations of products liability in- sun Her injury was not "bodily,"” in the premises, or will they deny liability on the
injury was caused by the bottle and that surance which must be taken into account terminology of the insurance companies, ground that this ts akin to a restaurant
the bottle was defective The fact that it by the merchant to make certain that he is but was "personal” mjury This takes a operation?
exploded is Just about conclusive evidence fully protected. speial kind of insurance
that it was defective The practical effect Insurance covering the products liability The merchant should consider whether THE TIME TO REVIEW the products
is that the indured consumer is going to of a merchant is generally divided into his operations are likely to cause personal liability insurance is before the injury
collect from somebody Tne retail mer- three parts This division is reasonable injury to his customers as well as bodily occurs The insurance company divisions of
chant is in the line of fire and should take from the standpoint of the insurance com- injury Included within the area of per- products hability insurance may not fit the
all of the precautions that he can in pre- pames because they have to evaluate dif- sonal injury are also false arrest (such as exact nature of a retailer's operations The
venting the liability from being placed at ferent situations and make their rate the arrest of a suspected shoplifter), libel potential claims against a retail merchant
his door charges accordingly These divisions can and slander. The liability insurance cover- from the use or malfunctioning of the
be confusing to the retail merchant who age of the merchant usually should include goods he sells are substantial In fact, they
ACTIONS THE RETAILER may take to needs protection for all of the situations personal injury insurance, and this should are so serious in donnection with some

reduce his chances of being held liable for that may affect him

injury include

« Choose a reputable supplier who can

THE PRODUCTS LIABILITY insurance

apply to products liability as well as to products that the merchant may have dif-

business liabilities

ficulty in securing adequate insurance pro-

Attention is called to the provision that tection Every facet of the merchandising

be expected to stand behind his product that IS usually sold to a retail merchant, products liability insurance normally operation should be discussed with the
and accept the liability if it is proved that such as a hardware merchant or clothing covers bodily indury or property damage insurer to make certain that adequate m-
store, covers bodily indury and property that occurs "away from premises owned surance is provided All reasonable pre-

* Follow good practices in the handling damage that occurs away from the premis- by or rented to the named insured " Oper- cautions should be taken to avoid occur-
of products Make as certain as possible es of the insured and after he has relin- ators of restaurants and other establish- rences that may result in claims The loss
that there IS no damage to goods which quished physical possession of the prod- ments where food or other products are from customer 111 will may be even more
might cause them to explode or otherwise ucts This takes care of the indury that served to be consumed on the premises expensive than the results of a suit.
injure the purchasers If the merchandise results from the exploding soft drink bot- need a special kind of products liability Knowledgeable insurance companies and
is damaged in handling, either don't try to tle that explodes in the customer's home insurance This version of the products agents can advise on precautionary meas-

some product was defective

sell it, or sell it under a clear disclaimer of It takes care of the property damage that liability insurance eliminates the reference ures. -

An industry at the point of no return

by E VW. Altstaetter,

corporate director of insurance,
North American Rockwell Corp,
El Segundo, Cal

ever in the history of our business
have we faced such a monumental task
as that presented by today's technology
explosion The vast concentrations of val-
ues, and attendant uncertainties as to loss,
stagger the imagination Industrial com-
plexes with several hundred million dol-
lars of property under one roof are a
reality The supersonic Concorde and lum-
bo 747 are flying Soon with passengers
ANnd where IS the American insurance
industry? Certainly not responding to the
challenge It IS still hidmg behind a false
mask of alleged underwriting losses, using
archaic distribution systems, running to
the Federal government, or hiding under
London's umbrella of reinsurance An um-
brella, incidentally, which doesn't keep off
the rain the way it used to do
The fmlure of insurance to respond to
the requirements of the modern technolog-
ical society is a case of falling to see the
forest from the trees Fire insurance cover-
age, capacity problems and retreat of avia-
tion underwnters in the face of "Jumbo

Jets" are merely highly dramatic and emo_

tion-charged examples of this failure

VWHEN THE INSURANCE Industry
ceases to fulfill its fundamental purpose in
the market place, It will suffer the fate
of the dinosaur Private commercial msur-

ance as a useful tool of management is at

better start bailing Such. bailing calls for tomers free to draw their own conclusions assistant counsel for the Senate antitrust

leadership Dynamic leadership Leader-

The Justice Department needs to recon- and monopoly subcommittee,

is quoted as

ship by executives of the underwriters, sider its apparent opposition to poohng the saying, "In many instances the insurance
agents and brokers, buyers of insurance resources of the induszry through Joint compames claims of underwriting losses

and risk managers, regulators and legis- underwriting operations For example,

if are statutory in nature, but when losses are

lators We must put aside our petty mis- anb program of liability insurance for the adjusted, many times they become profit"
understanding and our selfish interests for 747 jets and their sisters IS to be created
the greater good ok restoring a once vital before December, such relief for the avia- the Great American was doing badly
industry to its useful and proper place tion pools is essential

in our economy It was once said in a
time of stress that "we must all hang
together or we shall surely hang separate-
ly " Never has that had more meaning than
for us in the insurance industry today
Federal regulation and control may be
the only hope of bringing together this
badly fragmented business If so, stch reg-
ulation and control should be exclusive,
replacing the 50 states with one lurisdic-
tion, not Just adding a Slist
A Federal department, if created, should
involve itself with the financial stability of
carriers, guaranteeing their ability to dis-
charge their contract obllgations Minimum
standards for mass marketed coverages,
anti-trust, and taxation, should likewise be
of concern, as should the basic collection
and dissemination of data
Under no circumstances should It be-
come involved in rate regulation, prior
approval, file and use, or otherwise
If prix ate commercial insurance is to
again become a viable element of our
economy, the supplier and the consumer
must be free to exercise the maximum
range of options in the design and pricing

of the contract

The infinite number of rating bureaus

the point of no return on.ts slide toward scattered around -the country sholLld stop
the tar pits In fact, it rnay be that the setting their myriad rates on a five-year
point has been passed It seems to this ob_ behind-the-times basis They should not be

server that it deserves a better fate.

If involved in determinmg gross rates at all

there is still a chance, let's do something Their operations should be combined un-
about it Please note that | am not saying, der one central organization eliminating
"Watch out, your half of the boat is sink- wasteful duplication, and taking advantage insurance company executives refuse to
of the vast data systems capability cur- see it Saul Steinberg, president of Leasco,
We are all in this together and we had all rently available The central data bank draws an analogy to American Express
should ccllect, reduce and analyze all in- try.ng to ignore the float created when It
This article was adapted from a speech surance related data, then prepare and dis- sells travelers checks and saying its check

ing "

given to the Centml Ohio ASIM chapter seminate such information,

in May

dividual underwriters, regulators and cus-

Certainly National General didn't think

There was a headline in the Los Angeles
Times of May 5-"INA looking for way

IN FACT THE two maj or pooIs must be spend 900 million Cash- -Profitably " Par.

Joined by most, if not a other maJ
elements of the American insurance indus-
try Let me emphamze the word Amencan,
USA companies on a net hne basis No
running to London on this one

This brings us to why underwriters
should bother After gll, haven't they been
losing money for years9 Tons of red ink
haz e come from every source

But, there IS the rub That position IS
"green eyeshade and blinders” nonsense It
is typical of most insurer and broker man-

agement which pennitted the deterioration

in the system to reach its present ad- Total gain

var-ced state
| say system for a reason The insurance
mechanism is actually a series of subsys-
tems within a series of ever enlarging sys-
tems, known as financial management
Underwriting is one element of an in-
surer's operation, as is loss prevention en-

enthetically-not in the insurance bum-
ness Why not, where did that cash come
from if not its policyholders9
Just for fun listen to some figures
The financial results of 11 property
and hability companies for the 10 years
1958-1967 were.
Premiums earned $928 billion
610 billion
32 5 billion

731 million

Losses incurred

Underwriting expenses

Underwriting loss

Net earnmgs from investments 72 billion

Other income 311 million
6 8 bilhon

658 million
3 6 billion

Federal taxes incurred
Dividends to stockholders
Gain from miscellaneous
surplus items 4 billion
Increase to polleyholders
surplus 66 billion

Now you tell me the insurance business

gineering, the claims department, printing, is unprofitable

statistics and the investment department

There is a crying need to examine the

It ks as silly for insurance management to rules for measuring insurer performance
cry about underwriting losses, disregarding and profit, used to determine how and

favorable cash flo between ear

premiums and incurred losses and its in-
vestment results, as it is for a banker to
say he is losing money on his checking
acclunt operations, therefore, the banking
business is bad, and never mind what the

trust departrnent did

CrrHERS SEE THIS point even if some

leaving the in- writing operation is a loser

when to commit their resources

Absolutely, the business must continue
to be profitable, as it truly has been It
must also be allowed to grow and earn a
return acceptable to its owners No thinking
consumer would have It otherwise

The system needs

- To be considered as a system

- Be measured on a true basis

- Eliminate the inefficient and obsolete

- Centralize its data gathering

- Be regulated realistically

New, young, enlightened and vigorous
leadership rnust corne forward to achieve

As eminent a figure as Dean Sharp, these things now
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The odds wem against it

We've heard it before. We'll hear it again.

That's what they always say about freak accidents
that swallow American Corporations: "The odds
were against it." And they're usually right.

But being right doesn't pay for the
catastrophe.

That's what CNA excess coverages
are for-property and casualty
protection that starts where primary
coverages stop. High limit protection
against the monster that can finish you.

CNA is uniquely willing to write such coverage.
Because we're good at it.

We've been in this business a long time.

* We can recognize an unusual risk. Analyze
it. And rate it. All with remarkable skill.

We've had experience writing both
business umbrella policies, and huge

excess manuscript policies unique to a specific
corporation's needs.

a 'CNAlinsurance service

DEPT. 18'62+ 3 10 S. MICHIGAN AVE.. CHICAGO. ILL. 60604. CONINENTAL CASUALTY CO.
AMERICAN CASUALTY COMPANY . NATIONAL FIRE INSURANCE COMPANY OF HARTFORD
TRANSCONTINENTAL INSURANCE COMPANY « TRANSPORTATION INSURANCE COMPANY
VALLEY FORGE INSURANCE COMPANY . VALLEY FORGE BFE INSURANCE CO. + CIA

INVESTOR SERVICES. INcoRPORATED  >CNAFINANCIAL CORPORATION
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We're large enough to handle almost any need. Anytime.

But it takes more than brains and money to write
excess coverage. It takes nerve. And CNA has it.

You can see it in all our insurance systems.
It's just more obvious in excess coverage.

Most of our systems are designed to lower
your cost of doing business.
Excess coverage is designed
to keep you in business. .
Against all the odds.

Contact your agent.
Or write to us.

41
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BART gets huge check
as work comp dividend

SAN FRANCISCO-The largest
workmen's compensation dividend
ever declared in California and

one of the largest in U.S. history

Wells
Fargo

has been paid by two California
insurers to the San Francisco Bay
Area Rapid Transit District.

The $1,302,420 dividend went to

This year, thieves will walk out of the nation's ,<* ™=

stores, offices, factories and warehouses with about

2. billion dollars worth of goods in their pockets, 3
handbags and lunch buckets. So reports a highly ' c-

»

respected national magazine. Regrettably, the pilfer
ing is done by light-fingered company employees, as well as amateur and
professional thieves. Whoever they are, they're hurting you plenty!

Why suffer when you can have quick reliefl

Wells Fargo Protective Services will provide experienced professional guards
who, in conjunction with automatic Central Station Alarm Systems, can help

you cut theft to an irreducible minimum.

Ask for a cost-free survey of your security needs. Consult your Yellow Pages

for a Wells Fargo Associate near you.

CENTRAL STATION
ALARM SYSTEMS

WATCHMEN GUARDS

PATROLS CUSTODIANS

CHICAGO, ILLINOIS
Central Watch Service, Inc.
FULLERTON, CALIFORNIA
Pacific Plant Protection
LOS ANGELES, CALIFORNIA
American Fire Dispatch, Inc.
NEWARK, NEW JERSEY
N.D.T. Security Systems, Inc.
NEW YORK, NEW YORK
Central Station Signals, Inc.
PHILADELPHIA & READING, PA
Sentinel Alarm Corp.

SAN JOSE, CALIFORNIA
Associated Alarm Service, Inc.
WASHINGTON, D. C.
Federal Protective Services, Inc.

BART from Argonaut Insurance
Co.. Menlo Park, and Fireman's
Fund American Insurance Com-
panies here, joint compensation
carriers for the transit district.

BART's insurance program is
managed by Transit Insurance
Administrators, diree:ed by Le-
land J. Hoagland.

WITH THE current refund,
BART has collected $1,939,111 in
compensation dividends since 1964.

This is enough to purchase sev-
en of the electronically controlled
cars that will be running on the
75-mile, three-county rapid trans-
it system by late 1971.

The latest dividend check was
delivered to BART directors by

Several firms

for maior med

MILWAUKEE--Six aerospace
firms in the Los Angeles area
plus several firms in Wisconsin
are negotiating with Northwest-
ern National Insurance Co. for a
group umbrella for -heir major
medical policies with unlimited or
$100,000 limits.

The Wisconsin Insurance Agents
Assn. has signed up for the plan,
a company spokesman said. Busi-
ness Irzsurance learned that one of
the aerospace firms involved is
Hughes Aircraft.

Called "excess med," the policy
pays 100% of the costs over and
above individual or group major
medical or primary accident and
health policies, the company said.

Giles ...

Continued from page 20

ance clause. Judgment was for the
insured. (English & American Ins.
Co., Ltd. v. Swain Groves, Inc.,
Florida District Court of Appeal,
Fourth District. Jan. 13, 1969.)

WE HEAR A LOT about negli-
gence. What is it?

Negligence is the failure of a
person to use, for the safety of
another, the care required of him
by law after he knows or. by the
exercise of reasonable diligence,
could know, of danger to such
other person, and after he has had
a reasonable opportunity in which

Ready When Fire, Gridley?

You'll never be ready for a fire, Gridley, if you can't
answer these questions:

Do you have adequate insurance coverage on plant
and equipment to face a loss? Do you possess docu-

mented appraisals of all physical assets?

Marshall and Stevens not only can give you profes-
sional valuations for fire insurance purposes at the
same time it can provide vital facilities information for

management.

For your complete appraisal needs, talk to a Marshall

and Stevens consultant.

BOSTON

185 Devonshire Street
CHICAGO

120 S. Riverside Plaza
DALLAS

312 Stemmons Tower East
DETROIT

17500 W. Eight Mile Road
LOS ANGELES

1645 Beverly Boulevard
MINNEAPOLIS

'930 Plymouth Building

Stuart D. Menist, executive vp of
Fireman's Fund, and J. P. Tah-
eny, chairman of Argonaut.

Mr. Menist and Mr. Taheny
the dividend

credited size to

"BART's accident prevension phi-
losophy and the safety programs
of the insurance managers, Trans-
it Insurance Administrators.”
"Everyone involved in the pro-
gram,” Mr. Menist told the di-
rectors, "is giving accident pre-
the priority.
Safety is more than a well-inten-

vention highest
tioned management policy. It is a
day to day operating objective.
"As a result,"” he continued,
"the BART safety record is 25 %
better than average for the heavy
construction industry. This is an

negotiating
ical umbrella

COSTS OF THE coverage can
run from $3 to $7 monthly, based
on age, number of dependents
and benefits included. The spokes-
man said that with quasi-group
underwriting, the policies can be
individually issued, and the poli-
cies are portable.

In addition, the program can be
guaranteed renewable for life,
with a future option for an in-
crease in limits regardless of
health of insured or dependents.

Other options include: variable
daily room limits; intensive care;
mental health care; surgical com-
plication; in- or out-patient bene-
fits; and hospital service and sup-
ply, X-ray, lab test, drug or med-

icine coverages.

to exercise such care.

Negligence is the doing or not
doing of some act which a reason-
ably prudent person would or
would not do under the same or
identical circumstances and con-

ditions here existing.

INn other words, it is the failure
to use ordinary care under the
circumstances existing.

What is ordinary care? Ordi-
nary care in law is that care
which reasonably prudent persons
exercise in the management of
their own affairs in order to avoid
injury to themselves or their
property or the persons or prop-
erty of others. ( See Hubbard v.
United States 295 F. Supp. 524.) -

NEW YORK

25 Broadway
PHILADELPHIA

1420 Walnut Street
PORTLAND, ME.

142 High Street
ST. LOUIS

314 North Broadway
SAN FRANCISCO

918 Fox Plaza
WASHINGTON, D.C.

1629 K Street, N.W.

MARSHALL AND STEVENS INCORPORATED ' APPRAISALS

The national appraisers with fully-staffed local offices

outstanding achievement that is
paying off in humanitarian bene-
fits and cost savings to local tax-
payers."

Transit Insurance Administra-
tors has a full time safety coordi-
nator working with the four
safety engineers assigned to BART
projects by both insurance car-
riers. TIA also operates a corn-
pressed air medical facility here
that examines and treats con-
struction workers who must work
in pressurized atmosphere under-
ground.

This facility operates around
the clock, with a staff of six doc-
tors and eight nurses and techni-

cians.

DURING THE period for which
the current dividend was calcu-
lated, the workmen's compensa-
tion insurance covered an average
of 2,500 workers in 19 different
job classifications, with a peak
work force of 5,000.

A total of 20,106,000 man hours
was recorded. The injury rate per
million man hours was 26.26.
There were only 528 lost time
injuries and only two deaths.

During the period, BART had
135 contracts with a total value of
TSSO Mmiillicorm . -

Must prove
due care

CHICAGO-The lllinois su-
preme court has ruled that a
workman's failure to plead and
prove his exercise of due care for
his own safety bars his recovery
against the manufacturer of a
trenching machine that injured
hinn.

The workman was injured
while operating a trencher that
"bucked" him to the ground and
ran over him. His action against
the manufacturer was based on
strict liability for injury caused by
a defective product.

Justice Underwood wrote that
"there must be a defect in the
product, it must be established as
existing at the time of leaving
defendant's control, and it must
be such as renders the product
dangerous to the consumer...
That the defect is not the result
of the defendant's negligence is no
defense, and it is in this respect,
and in the elimination of the priv-
ity requirement, that the theory of
strict liability represents a major
departure from contract law prin-

ciples.

"IT IS universally agreed that a
necessary element of plaintiff's
case is a showing that the defec-
tive condition renders the product
reasonably
opinion this necessarily implies
that a plaintiff exercising due

care for his own safety would not
have discovered the defect. . .

dangerous. In our

"If a reasonable man would
have discovered the defect, there
is no defective condition unreason-
ably dangerous to the consumer
and no cause of action exists. And
conversely, if the defective condi-
tion is unreasonably dangerous to
the user or consumer, it is incon-
gruous for defendant to argue that
a reasonable man would have dis-
covered it or guarded against the
possibility of its existence.”

But said the high court, "This
case was tried on the assumption
that plaintiff need not plead and
prove his exercise of due care for
his own safety. That assumption
was incorrect and the trial court
rulings were erroneous insofar as
their effect was to remove from
plaintiff the burden of pleading
and proving that the injuries
were caused by the defective con-
dition and not by his failure to
use due care for his own safety.
Accordingly, there must be a
retrial."” ( lll. supreme court: Wil-
liams vs. Brown Manufacturing.) -



Travel accident

Lunarnauts

have cover

HOUSTON-A $50,000 travel-
accident insurance policy written
on the three astronauts of the
Apollo 11 project "just opens the
door" to other space man covers.

According to John E. Smith,
manager of the life insurance de-
partment of Harlan Insurance
Services here, astronauts should
be able to buy ordinary life insur-
ance at standard premiums-
rather than at the $15 extra per
$1,000 of coverage they're required
to pay as test pilots.

The travel-accident policy,
which covers the three Apollo 11
astronauts from the time they
blasted off to the time they get
out of quarantine, was arranged
by the Harlan agency and under-

written through Travelers Insur-
ance Co. in Hartford.

MR. SMITH said that "per-
sonally, | think astronauts are
safer than test pilots.”" He added
that tha life insurance policies
would be bought by astronauts
individually, "and we'd have to
call on them and sell them just like
we would anyone else.”

Under the definition of the
travel-accident policy, injuries in-
jude diseases that are "endemic
to the lunar surface or its envi-

rons."

The policies state that coverage
includes "all acts or procedures
necessarily performed during the
continuance of the flight plan or
Lunar flight Apollo 11, commenc-
ing with entrance into the com-
mand module preliminary to igni-
tion and take-off of such module,
and including recovery therefrom
and the period of required quar-
antine in the lunar receiving lab-
oratory.”

Beneficiaries named in the pol-
cies are the three astronauts’

wives.

BECAUSE Travelers is required
by law to charge a reasonable
premium, and the agents' licens-
ing law makes it mandatory that
Harlan collect the premium, two
Houston businesses agreed to pick
up the tab-Austral Oil Co. and
Cullen Center Bank & Trust.

Travelers, by the way, wrote
the nation’'s first travel-actident
policy back in 1864, wrote the
first auto insurance coverage in
1897 and in 1919 came up with an
aviation insurance package that
included travel-accident (for
President Woodrow Wilson).

Mr. Smith and Earl H. Bell of
Travelers, who put the project to-
gether, worked to get clearance
for the moon insurance from the
National Aeronautics & Space
Administration. The two men dis-
cussed the proposition in detail
with Astronaut Alan Shepard and
NASA's director of public affairs
Brian Duff.

By July 8 they delivered the
finished proposed policy form to
Mr. Duff, who cleared it with the
space administration's offices in
Houston and Washington. But be-
cause the astronauts were fearful
that public notice of the insurance
policY might indicate a lack of
confidence in the success of the
Apollo 11 'mission, its release was
held up until after splashdown
July 23.

On the morning of July 11,
Morrison H. Beach, senior vp of
the Travelers; Mr. Smith; Mr.
Bell; William E. Harlan, president
of Harlan Inc.; Robert G. Greer,
president of Cullen Center Bank
& Trust; and W. S. Shipman Jr.,
senior vp of Austral, flew from
Houston to Cape Kennedy to ob-
tain the policy applications from
the three astronauts. -
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Shown here are reproductions of the original pages of the travel-accident policy written on Edwin Aldrin.
The coverage stays in effect until the astronaut leaves quarantine.
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wWe're members of the

International Set

As Fred. S. James & Company has
grown over a span of 110 years its
identification with the foreign insur-
ance operations of its clients has
increased greatly. Today, we serve
clients on a world-wide basis.
Familiarity with local customs and
conditions in far-away places is
- maintained through a network of
L foreign service associates whose

professional standing equates with
our own. In almost all cases, our

United States professionals go
abroad to establish the program. Our
associates abroad permit us to main-

p| DNko » tain a flexible position in each coun-

31\ r4
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try, accommodating local prefer-
ences among foreign nationals.
Thus, through personal supervision
our standards of competence are
always fulfilled within the country
where our clients' interests lie.

If you seek a guideline for your
foreign insurance requirements. call
on Fred. S. James & Company. We're
members of the International Set!

Chicago - New York - Philadelphia - Seattle
- Pittsburgh - Portland, Oregon - Los Angeles

= San Francisco « Oklahoma City = London

AH#U FRED. S. e JAMESO.

03/ insurance Brokers and Consultants Since 1858
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Pan Am...

Continued from page 1

But the question on insurers’
minds is: Why were the ship-
ments still in that room in the
first place”? The First National
shipment had arrived at Kennedy,
it was disclosed, on the afternoon
of July 9, eleven days before the
hold-up. Furthermore, City Bank
had not been notified until July
13, which a Pan Am source con-
ceded was "a bit tardy."”

Normally, the customs broker
and consignee are informed of the
arrival of their shipment. A rep-
resentative of the brcker then
clears the shipment through cus-
toms officials, and in the case of
cash or valuables, calls for an
armored courier to transport the
shipment to the consignee. In a
situation involving a great deal of
cash, as this was, the dispatch is
usually as speedy as possible, ac-
cording to a large internasional

customs broker.

THIS RAISES several insur-
ance questions. An official at
Chubb, which stands to under-
write Pan Am's loss, points out
that "Pan Am was bound as the
carrier, but they had successfully
completed their carriage when the
money was stolen. In effect, they
were acting as a warehouseman
or storer, with the money await-
ing the 'pleasure’' of the customs
broker, to get on over there and
take it away.”

Business Insurance discovered,
however, that the air bill speci-
fied "delivery to the consignee.”

In speaking to various customs
brokers, it was learned that most
airlines communicate the arrival
of a shipment immediately. But,
protested one representative,
"With Pan Am it could take any-
where from a day to a few weeks.
The problem with them is they're
too big, and they've got so much
coming in and out of there it's a
wonder they get to call us.” -

Nixon asks business

to curb health costs

WASHINGTON-The Nixon
Administration has enlisted the
aid of business to hold the lid on
soaring health care costs.

David J. Mahoney, president of
Norton Simon Inc. was named
chairman of an industry group
that is to study the role of pre-
ventive care programs in industry
for the Department of Health, Ed-
ucation and Welfare.

Mr. Mahoney and 12 :O 15 busi-
ness leaddrs will meet in Wash-
ingtor- during the next year to
knock Dut a strategy for packag-
ing and delivering preventive care
programs within industry. Dr.
James Cavanaugh, HEW deputy
assistart secretary, told Business
Insurer-ce.

They will study the areas of
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early detection of illness, annual
physicals, innoculation against
communicable diseases, prenatal
care, and alcoholism and drug
abuse protection to determine if it
would be feasible to recommend
that employers include them in
their benefits programs.

The new group was announced
in a comprehensive report on the
nation’'s health care needs re-
leased early this month by HEW
Secretary Robert H. Finch and
Dr. Roger O. Egeberg, nominee
for assistant secretary for health.
The report asked for the involve-
ment of the business ccmmunity
in the nation's health problems.

It stated: "We will ask and
challenge American business to
involve itself in the health care
industry, including the creation of
new and competitive forms of or-
ganization to deliver comprehen-
sive health services on a large
Scc=ale .77 =
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Continued from page 1

sibility of a mid-air collision. One
buyer said that $100 million lia-
bility coverage "would help me
sleep easier at night,” but he add-
ed that $150 million coverage is
the optimum coverage needed.

Although it's hoped that ABC's
broker committee can come up
with the new liability limits by
the end of September, the remain-
ing stumbling block is obtaining
excess coverage. The problem is,
as one buyer explained it, that
most of the lead underwriters in
the primary liability market are
also involved in the excess market,
and there might not be enough
capacity to go around.

Meanwhile, the airline-operated
captive insurance operation which
has announced it was postponing
its starting date by a year, hopes
to eventually offer participating air
carriers up to $125 million in lia-
bility coverage, with the first 60 %
supplied by the normal insurance
market and the remaining 40%
absorbed by the captive.

One source close to the airline's

insurance problems said that the

VWhat can our

independent

consultation

do for your
EMPLOYEE
BENEFITS

Progranns?

Design-Simplify-
Improve ...
Develop at lowest possible cost
plans that deal with an employert
involvement in the areas of em-
ployee and industrial relations.

Jewelry . ..

Continued from page 1

It was revealed that the vaull
was locked the night before, pro-
tected by a Holmes electronic se-
curity device sensitive to an pres-
sure inside the vault or any speci-
fied pressure against the sides 11
the vault. In addition, a protective
alarm, a tumbler lock, and a Fcx
police lock secured the heavr-
duty door to the corridor.

An investigation showed the
pressure-sensitive vault device way
"opened" by someone who kne-4
the correct code of signals and cor-
rect time to give them an a device
that led to a security circuit.

Sources near the scene of the
crime noted that the only parties
who knew the signal progressic,r
were employes of Holmes, the se-
curity agency, and employe. 91
Jewelry Unlimited. According :c
Holmes sources, the "automatic’
device was signaled early Saluz-
day morning before the discovery

SOME OF THE questions posed
by insurance people related .c
Holmes' liability. But risk officials
at Holmes cited an indemnifyin@
clause in the subscriber's contra 31
that released the protection firm
from any liability resulting from
circumvention of their devices.
"the
situation in general is getting sc

"But," said a risk official,

bad we are already in the process
of purchasing errors and ommis-
sions, just in case we would run
into a claim like this."”

The small store shares the 1691
floor of a professional buildir g
with only one other store. The
corridor, 40' by 7', is accessible cn
the weekends only by a special
service elevator workable by a
key. Authorities are present=y
"looking into" backgrounds of ten
employes who work for Jewelry
Unlimited.

A question was summed up ty
one bond writer: "What was an
outfit the size of Jewelry Unlim-
ited doing with a half million dol-
lars in jewels in a combinaticn
vault?"

announcement to push back start
of the captive "will not be happily
received by the airlines."” But he
added that the money earmarked
to capitalize their insurance opeir-
ation can be used to finance the

big meww jets . -

Contingencies
of Employment

Corporate Policyholders Counsel, Inc. js not an agency or brokerage;
we do not sell insurance. We do provide professional insurance
and employee benefits specialists, well qualified to analyze plan
design and financial results achieved; coordinate all segments of
a fringe benefit and employee communication program; and elimi-
nate over-lapping of statutory and non-statutory benefits.

We will help you make certain your program develops maxi-
mum values for every dollar invested in the well being of your

employees!

CORPORATE POLICYHOLDERS COUNSEL, INC.
20 North Wacker Drive = Chicago 60606 - Phone 312 - 372.8225

Ask for Robert O'Meara, or write for Brochure 8- 100

CORPORATE POUQY
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JWT counterclaim filed

NEW YORK-J. Walter Thomp-
son Co., the world's largest adver-
tising agency, said a former ex-
ecutive who has filed a stock
option action claim against the
agency, postponed his retirement
one month so he could be covered
under the firm's medical and hos-
pital insurance plan.

The extension, said the agency,
automatically made- his stock op-
tions exercisable during the first
three months of 1969, instead of
1968. In January, 1969, the call
price of JWT stock was $45.24 per
share, or $9.28 higher than the
February, 1968, price. This repre-
sented a gain to O'Neil Ryan of
$46,400, JWT said.

Mr. Ryan sued the agency in
May, charging that when the
agency repurchased his stock last
January, exercising its option,. it
didn't advise him of its plans to
go public in the spring.

HE CHARGED JWT with vio-
lating the Securities & Exchange
Act dealing with full and com-
plete disclosure. Mr. Ryan said
that under JWT's recapitaliiation
plan, the $276,200 paid him for his
5,000 shares of common and 2,000
shares of preferred stock would
have escalated to as rnuch as
$800,000 more, based on a five-
for-one split that accompanied the
public sale of 750,000 shares.

The agency, in its answer to
Mr. Ryan's U. S. district court
suit, denies Mr. Ryan's charges
and adds that the complaint "fails
to state a claim against the de-
fendant upon which relief can be
granted.”

Through its law firm, Breed,
Abbott & Morgan, JWT has filed
a counterclaim in which it main-
tains that if Mr. Ryan's charges
are true-that he relied on "false
and misleading"” representations
by JWT in selling back his stock
-then his original stock purchase
should be rescinded.

Mr. Ryan paid $93,492 for his
stock, the JWT counterclaim notes,
"and on the sale, pursuant to ex-
ercise of the option, plaintiffs re-

Shot in dark
doesn't rate

work comp

FT. WORTH-A truck driver
can't collect workmen's compen-
sation because he was shot while
having a late night drink with a
stranger, the Ft. Worth court of
civil appeals has ruled.

The driver, 31-year-old Jimmy
Wayne' Walker, said in his suit
that he stopped at a rnotel in the
course of a cross-country trip and
met a stranger who suggested he
go to his room "to have a drink."

Mr. Walker said that the man
started shooting as soon as he en-
tered the room and that a bullet
struck him in the back.

THE DRIVER'S attorney ar-
gued that Mr. Walker faced in-
creased risks when he was forced
to spend nights on the road, and
that as a result his employer was
liable for the wound he suffered.

But Associate Justice Thomas J.
Renfro ruled that "a late-night
visit to the room of a person
whose sex he did not know for
the purpose of having a drink was
not a risk or hazard arising out of
his employment.”

Justice Renfro said that the ev-
idence showed Mr. Walker was
"on a purely personal mission of

pleasure, and was not entitled to
collect insurance."” -

ceived a total of $276,200, or a
difference of $182,707," plus
$88,825 in dividends.

THE AGENCY says rescinding
the deal would mean Mr. Ryan
owes JWT $187,707, plus divi-
dends, or $271,532.

That amount, plus interest, dis-
missal of Mr. Ryan's complaint,
awarding of damages, and legal
fees, are sought by JWT.

The agency also states that Mr.
Ryan became 65 years of age
prior to Dec. 31, 1965, and was
scheduled to retire as of that date.
Had he done so, under the stock
plan set up by JWT, JWT's option
to repurchase his stock would
have arrived three years later on
Jan. 1, 1968, at a call price of
$35.96 a share.

business insurance, August 4, 1969/27

adjustment services...

Adiusters can find it profitable to advertise in Business in-
surance. Think about it-someone's got to handle those self-
insurance claims. 81 reaches risk management in 12,500 of
America's largest corporations--as well as many captive
insurance companies. You can tell your service story in an
ad this size for only $145-every issue basis. Think about it!

business insurance

your best media buy--

WE'VIE UPPED
OURLIMITS

These are the new maximum

benefits for Group Major Medical at
New England ]Life:
1. $50,000 standard limits for

groups of 501ives or more.
2.$30,000 standard limits for
groups of under 501ives.

In selected cases even higher
limits are available.

The new maximums can be
made a part of any existing Plan.

Now our healthy position in the
group health field is even healthier.

/md

life

New England Mutual Life Insurance Company, 501 Boylston Street, Boston, Mass.
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Sinclair-Koppers begins
new oil safety program

KOBUTA, Pa.-The initial step
in a program to phase out the use
of chemical pumps in combating
oil fires has been taken by Sin-
clair-Koppers Co. here.

George Prince, director of fire
and safety for the company, told
Business Insurance that a new
National AER-O-FOAM truck
with a 1,000-gallon capacity will
enable one driver and one assist-
ant to handle fires that would
previously have required the ef-
forts of several men.

The truck carries a 3% concen-
tration of XL 3 solution, which is
used in a subsurface injection
system on burning oil storage
tanks. The technique forces the
foam up through the oil so that it
reaches the fire from beneath.

The vehicle can also be designed
to carry half water and half solu-
tion.

Mr. Prince said that there was
no rate rEluction immediately in-
volved in the purzhase of the new
fire-fighting equipment. He had,
however, been in touch with the
insurance carrier concerning the
transpcrtation. Oil Insurance Assn.
of Chic:ic writes the tlanket risk
for Siniair-Koppers.

HE SMD that the purchase was
approved by the glant manager in
Kobuts. and the zompany insur-
ance manager was not invorved.

Mr. Prince works with seven
full-time fire and safety cocrdina-
tors at his plant and there is one
fireman present on each shift.

Volunteers from the Kobuta, Pa., Sinclair-Koppers plant will be trained
by one of t,ie seven full-time fire and safety coordinators at the installa-
Nontc ope-ate this fcam fire-fighting truck. The vehicle will allow one
driver cid one assistant to handle fires that would previously have re-

qui-ed lie efforts of several men.
Each of the firemen is responsible
for training his own shift brigade,
composed of volunteers from the
personnel. There are approxi-
mately seven men on each bri-
g:de.

Alsc at his disposal is a 20-man

Is Group Ordinary merely a permanent

insurance substitute for Group Term ?
Not if you preface it with Extra.

If an employee has ever asked you,
"What's left for me after paying pre-
miums all these years?" - group ordi-
nary life insurance provides an answer
to his objection of getting "nothing
for something."

In its simplest form group ordinary
is nothing more than a permanent sub-
stitute for group term insurance. And
once you add a group ordinary rider to
your standard Group Life insurance
contract, you give your employees a
choice between term and permanent
insurance or a combination of both.
Because you normally pay a level term
premium for each employee in place of
an increasing yearly renewable pre-
mium, you can stabilize your future
group insurance costs.

More importantly, you can also
minimize, or even eliminate, costly
group term insurance on retirees. An
employee who has elected a permanent
plan of group ordinary may, upon ter-
mination of employment, (1) continue
his insurance by exchanging his certi-
ficate for a permanent policy of the
same type at a rate based on his orig-
inal age at issue, (2) take paid-up in-
surance, or (3) take the accumulated
cash value or use it to provide a sup-
plement to other retirement income.

NWNL's Group Ordinary does all
these things - plus some that are a
little out of the ordinary. That's why
we preface it with "Extra." Write for

a copy of the EGO Primer on your
letterhead.

010.100 0,0

EXTRA GROUP ORDINARY

NORTHVYESTHERNNAREHAL

BOX 2C - MINNEAPOLIS. MINNESOTA 55440

vc,lunteer auxilliary fire-fighting
squad made up of men who live
in the vicinity of the plant and
who are available at any hour to
help in an emergency. Each is
trained to handle the new foam
truck.

Sinclair Oil and Koppers Co. of
Pittsburgh are the parent compa-
nies of Sinclair-Koppers. The com-
pany was originally a producer of
plastics during the Second World
TN T ———e wm —

D&O ...

Continued from page 6

Factors. It also claimed Lybrand
"issued misleading certificates
and financial statements” con-
cerning their client, Mill Factors,
which is described as a violation
of the Securities Exchange Act of
1934.

The complaint demands Ly-
brand be liable to New York Life
for "sustained losses."”

Regarding the board of New
York Life, the suit states: "They
owe a fiduciary duty and obliga-
tic,n to the company to protect its
interests at all times." The charge
is that the members of the board
failed in that duty when they per-
mitted "the purchase of unregis-
tered securities... consisting of
millions of dollars of commercial
paper issued by Mill Factors
without making any investigation
whatever.”

The charge further claims that
New York Life merely "relied on
the name and reputation of Gold-
man Sachs, and that to date pro-
ceedings have still not been initi-
ated against either Goldman Sachs
6r Lybrand, constituting negligence
on the board's part. The complaint
demands the 27 executives of New
York Life "account to the compa-
ny for their acts and conduct...
and that they jointly and severally
pay over any losses connected
with their actions.”

Insurance

expires, but
busses roll

policies for the Yellow Coach

July 12, but it appears probable
that the debt-ridden bus company
will continue to operate indefi-
nitely.

The Pittsfield firmm has received
$21,000 in cash, to be used to pur-
chase insurance to keep the busses
on the road.

Attorney M. Arthur Gordon of
Boston, counsel for the Yellow
Coach receiver, said that he would
arrange for the liability and
w or k m en's compensation insur-

"WE WILL either get this in-
surance extended or get other in-
surance coverage," said Mr. Gor-
don. "The company will continue
to operate, and, in my opinion, |
think they will rehabilitate them-
selves under the plan for reorgan-
ization.”

The plan is being drawn up by
Attorney Andrew F. Campoli of
Pittsfield, counsel for Yellow
Coach. It includes the proposed
sale of Yellow Coach's interstate
operations franchise.

Gray Line Inc. of Boston, was
reported interested in taking over
the Yellow Coach op era ti ons
throughout Berkshire County. -

Aetna wins

group cover

for 46,000

CcCOoOLUMBUS, 0.-Aetna Life &
Casualty Co. was awarded the
group medical and hospitalization
contract for some 46,000 state em-
ployes on its bid of $14.7 million
for a year's service.

The State Employes Compensa-
tion Board, which said Aetna was
the lowest of seven companies
bidding on the contract, bypassed
a request by Blue Cross-Blue
Shield to force a second bidding.

The Blues said its bid of $15.7
million with a $1.8 million reten-
tion rate presented the "most re-
alistic rates.”

Aetna promised a retention rate
of $874,000 to be used for admin-
istration and profit.

Other bidders on the insurance
plum were Equitable Life, Na-
tionwide Life, New York Life,
Confederation Life of Canada and

Travelers Insurance. -

SELF INSURANCE

can be a lai}yrinth without

For consultation and complete service have your
Insurance Broker or Insurance Manager contact

IEOIBERT F. COLEMAN, IN€.

Workmen's Compensation, Public
Liability and Accident Control
Specialists Since 1923.

ROBERT F. COLEMAN, INC. « 120 E. 23 Street - New York, N.Y. 10010 « (212) 7774210



Maker of defective tool

pays compensation award

ATLANTA-A workman in-
jured by a defective tool can get
relief through workmen's com-
pensation and also sue the tool
manufacturer in a product liabil-
ity action.

The U.S. district court for
northern Georgia has ruled the
manufacturer can also sue a
joint tortfeasor-in this case

seeking a liability contribution
from the foreman who allowed

the workman to use the defec-
tive tool.

The mechanic, while using a
new metal punch furnished him
by his foreman, was allegedly
blinded by a fragment when the
punch shattered. Crescent Tool
Co., the manufacturer, sued the
foreman, alleging that his negli-
gence "was a contributing cause
of any such injuries.”

The foreman argued that the
complaint was barred because he
and the plaintiff are fellow-ser-
vants, because he was acting
solely as employer's agent and
because any tortious act was
done within the scope of his em-
ployment.

THE GEORGIA compensation
act provides that workmen's
compensation rights and reme-
dies "shall exclude all other
rights and remedies of such em-
ploye "for injury or death.”

The Federal court ruled that
"despite the absolute language of
this provision, it has long been
recognized in Georgia that a
plaintiff who receives workmen's
compensation is merely barred
from suing his employer at com-
mon law, not from suing a
negligent third party.”

However, Judge Idenfield
noted that "the notion slipped in-

moving errors

CHICAGO-Records show that
nearly one-fourth of all serious
occupational injuries result from
manual handling of materials, ac-
cording to the National Safety
Council.

The average workmen's com-
pensation claim for a materials-
handling injury is about $750,
state labor department sources in-
dicate, with fatal accidents of this
type resulting in an average pay-
ment of $20,900, permanent disa-
bility workmen's compensation
claims averaging $1,900 and tem-
porary disability claims averaging
$265.

The safety council, using these
state figures, has compiled a list
of the following unsafe work
practices that have lead to manual
handling injuries:

= Placing fingers or hands at
pinch points while moving objects.

= Gripping objects improperly,
allowing them to fall or slip.

= Carrying too heavy a load.

- Failing to wear safety shoes.

- Lifting in an awkward posi-
tion, or lifting with the back in-
stead of using leg muscles.

= Failing to use cranes, hoists
and elevators provided for the
job.

= Failing to wear proper pro-
tective gloves or failure to use
hand guards for sharp-edged
items.

* Loosening coils or cutting taut
binding wire, metal straps or ca-
ble without wearing face protec-
tion.

= Working in cluttered, cramp-
ed qqQquuarters._ -

to several Georgia decisions, by
way of dictum, that while an em-
ploye could proceed against a
negligent third party after re-
ceiving a workmen's compensa-
tion award, no suit would lie if
the third party were a joint tort-
feasor with the employer.”
Despite these erroneous dicta,
Judge Idenfield swept them
away with the ruling that "the
joint tortfeasor prohibition is no

longer the law in Georgia-if it
ever had been before.” Had
Georgia wished to impose the
limitation on recovery urged by
the foreman, the judge further
noted, it could have done so by
drawing a statute to require it, as
has been done in North Carolina,
Virginia and New York. =

Auto dealers charged with breaking
California state insurance codes

SAN FRANCISCO-Ten south-
ern California automobile dealers
have been charged with "serious
infractions” of the state's insur-
ance code in the sale of credit life
and disability insurance to auto-
mobile buyers.

Dealers and their operational
names are: Ognar Volkswagen
Inc.; John Bohls Oldsmobile Inc.;
Foulger Ford Inc.; Utter Pontiac
Co. Inc.; Ogner Motors Limited
Inc.; VJI's Ford Inc. (Vel's); Par-
nelli Jones Ford; Jet Imports Inc.;
Del Amo Dodge; Citizens Chevro-
let Co.; C. H. Dimmette Inc.; and
Prince Chrysler Plymouth Inc.

The accusations issued by State
Insurance Commissioner Richards
D. Barger charge that all deal-
ers sold credit life and disability

Do You

Like To

Shop-7

Maybe you don't mind supermar-

aq
rit 1 3

ket shopping occasionally. But

shopping around for all of the spe-

cial services involved in property,

liability and employee protection

can be time consuming, frustrat-

ing, wearing-and uneconomical.

Alexander & Alexander offers one-

stop service for any and every as-

pect of risk management and

employee benefits. And we do the

insurance shopping for you.

But we are specialists, too in risk

analysis and control, insurance,

claims, adjusting, actuarial serv-

ices, benefit programming. What-

ever you need, the experts are at

AKA.

insurance without a notice on file

with the insurance department.

SUCH a notice would have au-
thorized the dealership to act as
the agent of the insurance compa-
ny.

The dealers also were charged
with selling insurance at rates in
excess of those on file with the

insurance department by the in-
surer.

Certain of the dealers also were
charged with selling credit insur-
ance to both husband and wife
covering one automobile loan,
contrary to insurance statutes.

Other charges are: failing to
verify the existence of a group

master policy to which the certifi-
cates that were sold could be con-

'ip

nected; and sale of credit insur-
ance in excess of the actual loan,
again contrary to statute.

The dealers have the right to
present evidence at a hearing to
refute and/or explain the insur-
ance commissioner's charges.

"It is necessary to institute such
formal action,” Mr. Barger said,
"in order to correct what may be
widespread improper sales prac-
tices in the credit life and disabil-
ity field, particularly in the
southern California area.

"We are asking each insurance
firm involved,"” Mr. Bargers add-
ed, "to investigate whatever legal
remedies are available to the-
company to recover commissions
paid by the company to the auto
dealerships involved.” -

ALEXANDER & ALEXXANDER

Incorporated

INSURANCE BROKERS

Consulting Actuaries
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Write $20 million
administration bond

NEW YORK-A $20 million ad-
ministration bond, one of the
largest such bonds ever placed in
the U.S., has been written by the

New York office of Fireman's
Fund American Insurance.

The bond was executed on be-
half of three adminsitrators of the
estate of David Coleman, a stock-
broker here, who died April 17
leaving an estate of $20 million
and no will.

The three administrators are
Anita Manshel, Warren Manshel
and Leo H. Borenchoff, Business

Insurance learned.

THE BOND guarantees that the
three administrators will faithful-
ly perform their duties, which in-
clude marshalling the assets of

the estate, paying the debts of the
decedent including taxes and dis-
tributing>the net proceeds of the
estate to the heirs.

The three administrators were
appointed by the surrogate court
on the petition of the heirs. Funds
to pay the premium for the $20
million bond will come from the
gross assets of the estate.

Federal and state taxes will
take an estimated $13 million of
the estate.

Fireman's Fund declined to give
the identity of either the deceased
stockbroker or the three adminis-
trators, but Business Insurance
gained their names by checking
the obituary pages of the newspa-
pers against reecrds of the New
York County surrogate court.

The three threats to business protection

1) Underinsurance 2) Overinsurance

3) No insurance for major exposures

are eliminated in their entirety by
Pacific Indemnity'§ CMP-

Commercial Multi-Peril Policy.

The scope of this Pl coverage

is matched by its competitive cost.

Take a look!

PACIFIC
INDEMNITY
GROUP

2486®F

NOW
TRY

MULTIPLE
LINES

Pacific Indemnity Co. Texas Pacific Indemnity Co.

Northwestern Pacific Indemnity Co.

Aifiliated with FEDERAL INSURANCE COMPANY through THE CHUBB CORPORATION

AUSTIN, ATLANTA. DALLAS. FORT WORTH, HOUSTON, KANSAS CITY,

LOS ANGELES, OAKLAND, PORTLAND

ST LOUIS, ST. PETERSBURG, SAN FRANCISCO, SEATTLE, SPOKANE

Railroads ...

Continued from page 3

derailments and accidents in gen-
eral continues, the rates are sure
going to go up.”

The world's leading policy-
writer for railroads is Lloyd's of
London, although dozens of major
American companies write small
amounts of coverage. Railroad In-
surance Underwriters is a U.S.
pool of companies that write poli-
cies for -railroads, but they touch
very little passenger and third-
party liability.

Major railroads self-insure for
$1 million and more, and the max-
imum limit of the RIU is said to

be about $1 million.

NO MAJOR POLICY coverage
is extended to any one American
company, mainly because railroads
have been excluded from reinsur-
ance treaties.

According to one official with
Aetna Life & Casualty Co., "Our
experiences were just too loss
ridden to continue writing cover-
age for railroads. When the losses
began to outrun the premiums,
we came to the realization that the
experts-the RIU-were better
equipped to handle this type of
risk."

One insurance broker said, "I
don't think the railroad business
is popular. They never wanted to
buy from the American market,
and this resulted in an almost
total lack of capacity.”

Railroad insurance broker James
White, with Marsh & McLennan,
indicated that a massive safety
program is now under way in the
railroad industry. "The first thing
the lines are doing is pursuing a
grade crossing elimination program
in full earnest. The railroads are
either depressing or elevating the
grade crossings in an attempt to
limit the exposure they have to
the public. A chief basis for high
premiums is the number of grade
crossings on a line."”

Out of 225,000 grade crossings
in the country, only about 20 %
are protected by automatic devices.
The anxiety about the precarious
state of the nation's grade cross-
ings is shared with local and Fed-
eral government agencies, partic-
ularly the Federal Bureau of
Public Roads, which is sharing,
through state agencies, many of
the high costs of grade crossing
elimination.

The Pennsylvania Railroad re-
portedly spent $29 miillion on a
safety program before the New
York Central merger was consum-
mated a few years ago. Spokesmen
for Penn Central attribute the ex-
penditure to a desire for safety,
and not premium savings, although
the insurance advantage "was cer-
tainly one we took into considera-
tion in making the decision.”

Other areas of danger lie in
station platforms, roadbeds and
existing track. Accoi-(ling to one
railroad company vT, "The prob-
lem is we are using 20th Century

no theft

CHICAGO-The Field Museum

has

of Natural History carries no in-
surance that would cover the theft
of Madagascar collectors’ items sto-
len from a basement display case.

E. Leeland Webber, museum
director, told Business Insurance
that nothing short of a recovery of
the rare artifacts would compen-
sate for the loss. "But I'In not too
optimistic about any recovery.”

Although the museum does buy
insurance for some rare items, Mr.
Webber declined to comment on
the extent of the coverage.

The loss was the first major one
since the early 1930s. -

cover C

equipment on early 1900 tracks.
We don't have the money to exe-
cute the type of track renewal
we'd like, although it's always
been taking place on a limited
basis.”

"l guess our biggest problem is
waiting too long to recognize that
a problem existed. The point is
that now we do realize this and
additional Federal legislation, as is
proposed by the task force, isn't
going to do anything but give us
another problem."

Bangor-Aroostook railroad op-
erations and maintenance director
Palmer H. Swales attributes the
situation to lack of "a total sys-
tems approach to present facilities.
The industry must see to it that
rolling stock is compatible with
facilities or revamp the facilities.

"FURTHERMORE," continued
Mr. Swales, "we know derail-
ments are up, and we know they
account for two thirds of all the
industry's accidents. The thing we
don't know is whv. | believe it is
deplorable that the railroad in-
dustry has virtually no research
and development, like other in-
dustries. Essentially, in this busi-
ness, we depend upon our sup-
pliers for research and develop-
ment.

"That's why | endorse the rail-
road safety task force's recom-
mendation to initiate research and
development. | believe this will
be a far more effective move than
all the statutory control that can
ever be legislated.”

A defense from railroad mar-
keters came from John Cassidy, of
the Western Pacific Railroad sales
department. "l don't think that
marketers are to blame. VWe don't
go out and ask for any equipment
until the public demands that
equipment. We don't push any-
thing. It's the shipper that de-
mands the oversized cars, and of
course, if we're to stay in business
we have to give it to him.

"The cars they ask for are big-
ger and bigger,"” continued the
marketer. "The shipper wants to
load 120,000 pounds at one time
now. Certain commodities like
canned goods push for these and
only these types of cars. The com-
petition forces us to request this
kind of cars. | say it's the public.”

MOST RAILS ARE capable of
supporting about 250,000 pounds,
including the weight of the car,
which usually means 150,000-
pound cargoes. Union Tank Car
Co. is presently experimenting
with a car that will place 550,000
pounds of pressure on a rail.

No Federal regulations present-
ly cover the design of rolling
stock. There is self-inspection in
the form of the Assn. of American
Railroads, which establishes speci-
fications for all rolling stock. The
specifications accdunt for the indi-
vidual car on the individual por-
tion of rail and coordinates with
Cooper's Ratings.

"But,” said one wary railroad
official, "when we have to make
up a train that's longer than it

should be, or goes over areas at
speeds which encourage ennpty
cars to bounce, and ladened cars
to go out of control, all the AAR
specs and Cooper's Ratings in the
world won't save you. I'm just
happy nothing much has hap-
pened in the middle of a town

somewhere."”

But other railroad voices protest
that their records are safer than
that of any transportation medium.
Thomas M. Goodfellow, president
of the Assn. of American Rail-
roads, recently dissented from the
popular view in a letter to the
New York Times, criticizing the
paper's "distorting the safety pic-

ture out of its true dimensions.”

HE CLAIMED railroads were
three-and-a-half times safer than
airlines in the past ten years, cit-
ing only 13 passenger deaths on
railroads last year as compared to
62 fatalities in 1958. According to
an AAR newsletter, "the fact that
more trains were running at that

time doesn't effect the compari-
son."”

Other railroad sources accuse
motorists of making grade cross-
ings unsafe by deliberately run-
ning into trains. An operations of-
ficial at Western Pacific Railroad
declared, "We've had three de-
railments so far this year. In one
a drunk deliberately drove into
our train. Another resulted from a
rock that slid down a mountain-
side. These are things we can't

" control.”

The task force on railroad
safety agrees that an immediate
program of driver education is
necessary to curb the estimated
1,400 deaths that result from

grade crossings annually, or 65 %
of all railroad fatalities.

BUT THE INSURANCE com-
munity doesn't yield sympathy to
the claim that it's the other guy's
fault. They look at a history of
several derailments per day and
scores of other accidents daily. "I
could say safely, it's a good thing
they self-insure for the first cou-
ple of hundred thousand dollars,
because nobody wants to touch
them," stated an underwriter with
Continental Insurance Co.

every day," said another under-
writer. "We all know this. For

this reason railroads are viewed

they have one once in five or
eight years, that represents a size-

therefore their rates.”
"The insurance market for rail-
roads is drying at this time," said

greater than what the underwriters
ever dreamed it could trun into, the
crisis is here. Either the coverage
will be dropped, premiums will be
raised so high they will be unavail-

on the edge of a cliff-or there
will be a drastic reduction in train
accidents. |, for one, would love to
see our record clear up.” -
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Any EDP insurance will cover a destroyed computer.

But how about that stulf you hare to feed it every day F

Old fashioned fire insurance used to pay
only for the cost of the destroyed tape,
which was a little like paying for the canvas
a Picasso was on.

Then, other types of insurance came
along that covered the cost of tapes or
cards and what you shelled out to put the
info on them in the first place. That was a

better deal, of course, but the cost of re-
placing those files on an emergency basis
sometimes ran to 3 times the original cost !

So the St. Paul's EDP Property Package
(as you might have guessed by now)
covers the computer and the cost of re-
placing your files on a crash basis. In
most eases, the package can also include

OUR CREDENTIALS
The St. Paul originated EDP coverage
and wrote the first policy ever in - 961. Since then,
a number of rather reputable firms
have called on us for this kind of insurance. Among them:
American Express. John Hancock Mutual,
Equitable Life. Dun & Bradstreet . . and like that.

THE ST. PAUL

INSURANCECONMPANIES

oo {'t, <

Serving you around the world... around the clock

accounts receivable, EDP business inter-
ruption and valuable papers coverage on
avalued basis.

Naturally, we'll also do a safety survey
and try to cut the risks of losing your files
in the first place-which is better for
everybody. The cost of replacing them can
really eat you up.



Should you buy

business Insurance
from a

stranger??

tzjl Certainly not.

You've got to talk to a man
to know how he thinks, before you
can trust him to think in your behalf.

That's why we'd like the chance
to sit down and talk over your business
insurance needs face to face.

One thing sure.You'll hear a new idea or two.
Allstate sells just about all of the kinds of
iInsurance your company needs.

After a few short years of staffing up, we're
ready to tackle any problem you can throw
at us-however big.

Our men are specialists. Handpicked.
Experienced. Valuable.

Just maverick enough to bring you a fresh
and helpful point of view. And probably able
to save you money in the bargain.

It will pay you to talk to Allstate.
Call us, won't you ?

A-listate

BUSINESS INSURANCE Allstate Insurance Company



