
Hospital Assn. to use captive for malpractice
WASHINGTON-The American Hos-

pital Assn. (AHA) is expected to es-
tablish a captive insurance company to
reinsure 100 % of the necessary malprac-

tice cover for its member hospitals.
The annual premium generated by those

hospitals amounts to about $700 million a
year, according to James Groves, risk
manager for the AHA.

The reinsurance captive would probably
reinsure the bulk of its book of business,
Mr. Groves said, but was still expected
to retain something in excess of $1 mil-
lion per loss.

AHA is looking at Illinois as the state

to domicile the company, but no firm de-
cisions have been made on that question.

The captive insurance proposal went up
for approval last week at AHA's annual
meeting in Washington.

See related stories on pages 3 and 4.

Concurrence by the AHA House of
Delegates was needed because the plan in-
volves a one time increase in AHA mem-

ber dues of $4 per hospital bed.
That money would provide an initial

$2.5 million in capital to start the company
and initial funds to seek a national solu-

tion to the malpractice crisis through
legislative means.

Mr. Groves said AHA was considering
four domestic insurance companies as the
direct underwriter of the coverage, al-
though these firms would not retain any
of the risk.

AHA is considering the reinsurance
facility because of the pressing need to

make coverage obtainable for hospitals.
AHA believes there isn't time to set up
its own direct underwriting company and

get it approved by state insurance officials
across the country.

"It's panicsville right now," Mr. Groves

said, referring to the malpractice market.
He said many hospitals faced the possi-

bility of being without coverage as of
April 1.

Rep. James F. Hastings announced last
week that a national conference on medi-

cal practice insurance has been scheduled
for March 20-21 in Arlington, Va., in co-
operation with the American Group Prac-
tice Association, which represents physi-

cians in group practice.
The participants are to include Sen. Ed-

ward M. Kennedy (D-Ma.), chairman of
the Senate health subcommittee, and Rep.

Continued on page 12
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Owner hit for $12 million apartment-murder award
By RICHARD L. GORDON

ROCKVILLE, MD-A New

York-based real estate conglomer-
ate already in federal bankruptcy
proceedings has been hit with a
$12.1 million liability award by a

Montgomery County, Maryland,
circuit court jury.

The company, Investors Funding
Corp. (IFC), has $7.1 million in
insurance coverage.

- The award, considered by some
the largest personal liability award
in history, stems from the brutal
eape and murder of a 30-year old

mother of two in her apartment in
the IFC-owned El Dorado Towers

apartment complex in White Oak,
Md., on Sept. 17, 1971.

The killer, now serving a life
prison term, was employed at the
time by the other defendant in the

liability case, National Service In-
dustries Inc., an Atlanta-based
conglomerate.

THE COMBINED award against
both firms totaled $13,355,000. IFC

and National Service will split a
$2,355,000 compensatory damage
award, but IFC was additionally

hit with $11 million in punitive

damages for "lulling the tenants
(of the building) into a false sense
of security" about the safety of the

buildings.
Attorneys for both firms have

asked that the reward be reduced

and said they will appeal the case.
IFC officials said their coverage

is with three domestic under-

writers, whom they delined to
name, with each taking a layer of
of the coverage.

National Service has insurance

coverage for its part of the settle-
ment, but Walter Buce, the com-

Lloydfs experts view of fiduciary
liability risk supports high premium

By SUSAN ALT

LONDON-"The liability aris-

ing from the pension reform act is
producing a class of business which
will, in three years, make medical
malpractice look profitable."

This view of potential losses

under the Employe Retirement In-
come Security Act of 1974 came
from Leslie Robert Dew, vice

chairman of Lloyd's of London
and chairman of the Merrett

Group, Lloyd's largest underwriter
of non-marine risks.

Mr. Dew's syndicate leads on
nearly every important directors'
and officers' liability insurance
policy written at Lloyd's. Its mem-
bers argue that it will not cover
any future fiduciary liability
claims involving corporate man-

,[4ers included under D&0 in-
surance policies. Lloyd's under-
writers maintain that coverage for
risks posed by the new law must
be purchased separately and is not
included under policies presently
in effect.

AND, SAYS ONE U.S. broker,

"How can you argue with Mr.
Dew? He owns the football."

Mr. Dew's view of possible
losses under the pension law helps
to explain the high rates and pre-
miums being paid by corporations
for fiduciary liability coverage.
And to hear Mr. Dew tell it,
rates should be even higher-a lot
higher. "Domestic (U.S.) insurers
have rushed into a field, which is
in effect compulsory insurance,

basing their judgments (of neces-
sary rate levels) on the entirely
irrational domestic company which
led the field," said Mr. Dew in an
interview with Business Insurance.

"For 12 months, no losses will
be recorded, but unless there is a
complete reviyal of the stock
market from its current state of

depression, there will be a spate

of (fiduciary liability) losses in
the next two, three or four years,
because at the present time, there
are uninsured pension funds which
are technically insolvent," Mr.
Dew said.

Mr. Dew is not the only Lloyd's
underwriter to take this dim view

of future fiduciary liability claims.
Continued on page 12

pany's insurance manager, declined
to name underwriters or coverage

amounts pending a more thorough
investigation of the impact of the
claim. The company's insurance
broker is Alexander & Alexander.

OFFICIALS AT the John F.

Curry Agency, New York, broker
for IFC, declined to comment on
the case.

IFC officials said they planned
to release a statement later this

month, presumably detailing for
worried creditors how the award,
if upheld, would affect the com-
pany's already troubled financial
status.

The company, however, has al-
ready admitted that there is some
question whether its insurers will
cover even the $7.1 million portion
of the loss.

In its 1973 10-K (annual report)
filed with the Securities and Ex-

change Commission last year, IFC
noted, "The insurers disclaim
coverage for punitive damages as
being contrary to Maryland's pub-
lic policy."

That was disclosed sometime

after Benjamin Blum, husband of
the murder victim, had filed his
suit, which initially sought puni-

Tangled liability spurs $30 million suit

Ship crash means mi//ions in /osses
By MARIE KRAKOWIECKI

MARCUS HOOK, PA.-A $30
million lawsuit has been filed

following the Jan. 31 collision of
two ships here which caused a

massive explosion and fire and
a destructive oil slick extending
over 45 miles.

The Corinthos, a Liberian-

flagged tanker, carrying 17 mil-
lion gallons of Algerian crude oil,
exploded and sank after it was
rammed by the American ship,
Edgar M. Queeny, killing 3 and
leaving some 21 others missing. It
is thought that the collision may
have been at least partially
caused by an effort of one of the
ships to get out of the way of a
U.S. Navy vessel.

Last week, Zaillaneuva Com-
pania Naviera, owners of the
Corinthos, filed suit against

The burning Corinthos seen through a shattered warehouse window.

Monsanto Co., charter operators
of the Queeny; Bankers Trust
Co. of New York, owner of the
Queeny; and Keystone Shipping
Co. of Philadelphia, the shipping

agent for the American ship.
The accident left a long string of

officials in Bermuda, London,

Washington and New York scram-
Continued on page 2

tive damages of $16 million and
compensatory damages of $6 mil-
lion.

In its SEC filing, however, the
company noted that "In the opin-
ion of ( IFC's) local counsel, their
policies contain no such exclusion,
nor is there any statute or report-
ed decision in Maryland on the
subject; the general rule in the few
non-Maryland jurisdictions that
have considered the issue holds the

insurer responsible."
IFC's general counsel also said

that it believed any eventual set-
Continued on page 35

Executive life

insurance witn

group p/an to
cover suicide

NEW YORK-Eli M. Black, the
chairman of United Brands Co.,
who plunged from the window of
his 44th floor office in the Pan Am
Building here last week in an ap-

parent suicide, did not have key
man life insurance, according to a
company official.

The 53-year-old executive was
insured under the company's
group life insurance policy for all
employes, however. The policy is
underwritten by the Travelers In-
surance Cos. Marsh & MeLennan,
Boston, is the broker.

BENEFITS UNDER the policy
are tied to a multiple of salary.
In 1973, the rnost recent year for

which figures are available, Mr.
Black's total remuneration from

the company was $200,000. A
company official said there is no
exclusion of benefits in the policy
even though the death was classi-
fied a suicide by police.

The company chairman was re-
portedly under strain and depress-
ed about heavy losses United
Brands sustained on its banana

plantations in Honduras last Sep-
tember when urricane Fifi hit.
The losses were uninsured (Busi-

ness Insurance, Sept. 30). Heavy
losses from the company's meat-
packing operations because of
soaring cattle feed prices were
also said to have made the execu-

tive despondent. •
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Oil tanker collision.
Continued from page 1

bling to sort out respective roles
and potential liabilities.

The Philadelphia Coast Guard
said the resulting oil pollution ex-
tended in patches along Dela-
ware River shorelines for 45

miles through three states, pri-
marily New Jersey.

Marine sources in New York,
some groggy from working on the
case since one a.m. when they were
awakened with the news of the

holocaust, pegged protection and
indemnity coverage in the area of
$30 million. Hull values for each
vessel were estimated at over $10
million apiece.

The Corinthos is insured for

oil pollution up to $25 million by
the International Tankers Indem-

nity Assn. in Hamilton, Bermuda.

THE EDGAR M. QUEENY

is insured for oil pollution up to

$25 million also by the Interna-
tional Tankers Indemnity Assn.
in Hamilton.

Both vessels were entered in

TOVALOP against pollution lia-
bilities, Business InsuTance

learned. TOVALOP is the aero-

FREE copy

Sample
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digest covers all important
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reports currently being published
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1645 Cargill Building
Minneapolis, Mn. 55402
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nym for the Tanker Owners'
Voluntary Agreement on Liability
for Oil Pollution, which was
formed as a mutual insurance pool
in 1969 after Aristotle Onassis lent

his support (Business Insuralce,

Oct. 13, 1969.)
Leonard Bibby, insurance man-

ager for Keystone Shipping Co.,
declined comment on hull, liabili-
ty, and pollution coverage. for the
vessel.

However, in addition to the oil
spill information provided by
Washington, New York sources
pieced together the following ac-
count: The American Steamship
Mutual Protection & Indemnity
Assn. Inc., New York, wrote ap-
proximately $5 million of the first
layer of liability for the Queeny.
Total liability is estimated at $30
million. The Horne Insurance

Co. and Mutual Marine Office,
New York, underwrote excess lia-
bility coverage on the Queeny.

Robert · Tellus, president of
Home, confirmed that the com-

pany wrote excess coverage that
would pick up after the first $20
million. He added he thought it
doubtful that the Home would be

involved, since the primary layer
was so high.

Mutual Marine Office was in-

volved in an urnbrella excess

policy spun off from The Home
Insurance Co., it was learned.

THE AMERICAN HULL Insur-

ance Syndicate wrote 60% of the
$20 million hull coverage for the

Queeny. A spokesman for AHIS
indicated that additional hull cov-

erage was underwritten in domes-
tic rather than London markets.

AHIS also had a portion of the
hull coverage for the Corinthos.
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SERVICES DIVISION HAS SERVED
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insurance companies manufacturers medical institutions
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{Al#)*IY@ %913 @@INJUB) INNUS) YR®(0 0oo

with new concepts in non-insurance, self-insur-
ance, establishing (or expanding) a captive, pre
or post loss funding, fund management, program

audits...or assisting in overall insurance man-
agement fesponsibilities:

We work with all resources but are solely

compensated by, and responsible to,
client management. For information call
or write

Albert R. Dow, Senior Vice President

MANAGEMENT SERVICES DIVISION

CAMERON  COLBY CO.
AN OPEN CIRCLE COMPANY

60 Batterymarch Street, Boston, Massachusetts 02110 • 617/357-8400

Lamorte, Burns & Co. Inc., a
marine adj usting firm, is handling
claims for one unidentified London

protection and indemnity group
which underwrote liability insur-
ance for the Corinthos.

A SPOKESMAN FOR the Gen-
eral Adj ustment Bureau reached

shortly after the -explosion said
GAB was trying to determine

how much damage was done to
the dock where the Corinthos was

moored. It is working out damage
details for the British Petroleum

Co., owners of the dock.
Preliminary unconfirmed re-

ports of the cause of the crash in-

dicated that a U.S. Navy vessel
unwittingly forced the Queeny off
course, resulting in the ramming of
the Corinthos and the ensuing con-
flagration.

The office of water pollution

responsibility in Washington, part
of the federal maritime commis-

sion, said the U.S. government
requires all tankers over 300 gross
tons which sail in U.S. waters to

be insured in the amount of $100
per gross ton to reimburse the
government for possible clean-up
costs in oil spills.

THE OFFICE will not certify
tankers unless they meet the mini-
mum $100 insurance per gross ton
requirement, a spokesman said. He
confirmed that both vessels were

fully certified.

The Corinthos weighed 30,705
gross tons, making its minimum
insurance coverage for oil pollu-
tion more than $3 million. The
Queeny, a 19,046 gross ton tanker,
was required to have a minimum
of $1.9 million coverage, a require-
ment more than surpassed with the
$25 million cover from Interna-
tional Tankers Indemnity Assn.

The office of water pollution
responsibility is the repository un-
der the Federal Water Pollution

Act. It administers the financial

responsibility of tankers under
section 311 of the act, including
the insurance coverage necessary
for each vessel. •

RR property,

liability risks
to be studied

NEW YORK-The Assn. of
American Railroads has commis-
sioned a study to determine how

railroad property/liability risks
should be handled, Business Ill-
surance learned.

Railroads have faced a tighten-

ing market for property/liability
insurance to cover their risks, be-

cause of frequent serious losses
over the past several years. (Busi-.
ness Insurance, Dec. 9, 1974.)

"We're considering a number of
possibilities, including possibly the
use of a captive," an official of the
AAR disclosed. "Or maybe we'll
set up a new captive. No decisions
have been made yet," the official
added.

RISK PLANNING Group Inc.
has been commissioned to do the

study in cooperation with an AAR
internal committee.

The AAR is the parent company
of Imperial Insurance Co. Ltd. a
mutual captive set up in the 1950s
in the Cayman Islands. The captive
is managed by Hogg-Robinson, the

British brokerage firm, and in-
sures all AAR members. Imperial
Insurance underwriters services

interruption coverage for all AAR
members.

The association counts among its
members the 70 class I railroads in

the nation.

The official said completion of
the study is expected in July,
"though I'm not hopeful we'll meet
our deadline." •

Heavy losses resulting
from Darwin cyclone

NEW YORK-"The final im-

pact of the cyclone losses in Dar-
win, Australia, could make it
worse than Hurricane Betsy," pre-
dicted Edgar S. Clark, consultant
with Risk Planning Group in San
Francisco.

This view is supported by John
Lancaster, managing director of
AIU (London) Ltd., who told
Business Insurance insured losses
could total $400 million following
the Darwin cyclone. "A lot of
claims have come trickling in
during the last week," he said
late last rnonth.

WHAT WAS at first seen as a

minor event to be recorded in the

1974 insurance books is, indeed,
turning out to be the source of
heavy losses pounding the London
markets and other international in-

surers. Lloyd's underwriters were
still clinging to the $100 million
gross loss figure near the end
of last month, although several
Lloyd's sources said when primary
insurance and reinsurance losses

are tallied, the total drain on the
Lloyd's markets could reach

$150 million.
Marsh & McLennan's inter-

national department estimated

total insured losses of $250 mil-
lion from the cyclone, which hit
Australia's northernrnost port
city early Christmas morning.

Darwin was alrnost conn-

pletely destroyed by the disaster.
Most insured losses were initially
thought to be in individual lines
such as home and auto, and in do-
mestic Australian markets. But

Lloyd's underwriters last month

expressed growing concern over
reinsured Australian business, and
the rising number of unexpected
commercial losses flowing into
London.

In addition to the recent cyclone,
Australia suffered heavy losses
from floods and storms in the last

year. Insurance rates across the
continent are expected to jump
substantially as a result of the ex-

perience. "Rates that had applied
are certainly inadequate now,"
said an Insurance Co. of North

America (INA) official.

Hurricane Betsy, which oc-
curred in 1965, is frequently cited

as one of history's worst disasters
for the world insurance com-

munity. Betsy resulted in insured
losses of a whopping $715 million.
Tornado damage in 1974 totalled
$420 million. •
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No=fault policies for specific medical procedures
CHAMPAIGN, IL.-"The only

way to solve the medical mal-
practice crisis is for doctors and
hospitals to buy policies for specific
types of operations which would
list the risks of resulting injury
and promptly pay any out-of-

pocket expenses and wage loss for
the patient," according to Jeffrey
O'Connell, University of Illinois
law professor and outspoken pro-
ponent of no-fault auto insurance.

"The real problem is the dif-

ficulty involved in proving lia-
bility for alleged malpractice," he

said, adding that the bulk of the
court-awarded settlements is "for

the patient's pain and suffering
rather than for actual expenses
incurred by the accident."

"Changing the contingency fee
system for lawyers or setting up
government-regulated insurance

pools won't solve the problem
facing the malpractice insurance
market," he continued, elaborating
on a speech he prepared for the
Nassau (NY) Physicians Guild
annual meeting.

PROF. O'CONNELL envisions a

voluntary contractual agreement
in which the doctor or hospital
would tell a prospective patient
that the advised operation involved
certain risks and that adverse re-

sults were covered by insurance,
provided the patient would agree
to waive any future suit over the
liability.

The patient, he claims, would
benefit from immediate monthly
payments to cover medical costs
and wage loss (which were not
provided through other medical in-
surance). He added that another
attractive feature is that patients

Pfizer s new

dental plan
covers 12,000

NEW YORK-Pfizer Inc. put
into effect a new group dental in-
surance plan for its 12,000 em-
ployes.

Underwritten by the Equitable
Life Assurance Society of the U.S.,
the plan pays for 100% of "rea-
sonable and customary" charges
for diagnostic and preventive care

including oral examinations, clean-
ing, scaling, polishing and x-rays.

Up to 50% of services charged
for repair and replacement of nat-
ural teeth (including fillings, ex-
tractions, inlays, onlays, crowns,
root canal therapy, bridgework,
periodontal treatment and den-

tures) is also included in the Pfizer
plan, according to Richard A. Har-
vey, manager, employe benefits
planning.

MAXIMUM BENEFITS are $1,-
000 per year for each employe and
dependents, Mr. Harvey explained,
with a $5,000 maximum lifetime
benefit.

The plan also pays 50% of "rea-
sonable and customary" orthodon-

tia charges up to $1,000 per person
covered per lifetime. The ortho-
dontia coverage is in addition to
other dental services and payments
for orthodontia expenses are not
charged against an individual's
calendar year maximum, Mr. Har-
vey noted.

"This is the first plan I know
of that doesn't charge orthodontia
expenses against the maximum
dental services provided," he ad-
ded.

Pfizer is paying the entire cost
of the plan, which went into effect
Jan. 1. There is no deductible in-

cluded in coverage for dental ser-
vices. •

would not need a lawyer to secure
payment of the benefits.

The advantage to a doctor or
hospital, Prof. O'Connell explained,
is reduced costs by avoiding liti-
gation. Also, payments from other
sources would be deducted from

the payment to the patient.

"OF GREAT importance for
doctors, the stigma of liability 
would be substantially-and often
totally-removed," he said.

"No longer would the enter-
priser be paying because...he
malpracticed, but rather on the
morally neutral ground that the
accident was just that-an acci-
dent," Prof. O'Connell continued.

He acknowledged that "a patient
might return to the tort system
and sue the doctor if the injury
in question was not clearly the
result of the insured medical pro-

cedure."

Still, he maintains, doctors

and hospitals would be in a "better
position because they're not de-
fending themselves by virtue of

purchasing insurance for high-
risk procedures specifying the ad-
verse results that could occur."

Prof. O'Connell also conceded

the stress element of a patient
agreeing to accept the doctor's no-
fault contract because he is emo-

tionally distraught at the time but
then later wanting to seek redress
in court. "If the contract is fair,
then it shouldn't be in jeopardy
just because the doctor is rnore
knowledgeable about the risks."

One strength of no-fault insur-
ance, he believes, would be to
offer it on a voluntary, contractual
basis. "It's a new step. It's differ-
ent. If it turns out to be un-

attractive, then it will die out. If

It's 1976.

And she's a beauty.
But suddenly production in

that new plant of yours comes
skidding to a stop. Because
your power supply systems
can't comply with recently
tightened air standards.

Or. New processes you've
installed bring you new
villains. Dangerous noise levels.
Toxic chemicals. That threaten

your workers' health. And give
you a splitting corporate
headache.

Or. Effluent standards are

tightened. So you need more
(and more costly} water

a statute is passed, however, you're
stuck with it," Prof. O'Connell
said.

He noted that "lacking a statute
on no-fault medical malpractice,
treatment by the doctor .or admis-
sion to the hospital should not be
refused if the patient declines the
agreement, nor should it be used
for ernergency treatment." He

added that he could see these risks

resulting in litigation but said he
believes the number of law suits

would be substantially lower than
at present.

PROF. O'CONNELL disputed
the view that contingent fees are

largely responsible for large court
settlements for medical malprac-
tice. "Three out of four cases are

being awarded by juries to doctors
-not to plaintiffs," he said, adding
that the cases are difficult to liti-

lili

cleanup equipment you
wish you'd allowed for in
the first place.

Nobody's got a crystal ball.
But the more you've been
involved with the design of
environmental controls, the

more successfully you can

eliminate pitfalls. Even
mushrooming pollution ones.

We know. We're Marsh &

McLennan. The world's

leading insurance broker.
And we've helped plan

facilities to minimize risks for

over 100 years.
Part of this service we're so

proud of is M&M Protection

gate and many lawyers aren't in-
terested in working on a contin-
gency fee basis.

The tort system itself is at
the root of the malpractice settle-

ment problem, Prof. O'Connell be-
lieves. Industrial problems were
eased at the turn of the century,
he said, --when no-fault insurance
was established for workers' com-

pensation. He thinks no-fault can
be applied effectively to medical
malpractice and product liability
insurance as well as to auto in-

surance.

"The concept of fault-that is,
that a person who causes damage
to another must pay the cost-is
relatively new in American law,"

he said. "The concept of negligence
began with a case in 1840 and by
the end of the 19th century, it was
abandoned-at least for industrial

injuries." •
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St. Paul Fire & Marine introduces
1 I

pay as you go malpractice coverage
By ROBIN SUHRBIER

MINNEAPOLIS-In a move to

solve part of the problem involved
in pricing future malpractice risks,
St. Paul Fire & Marine Insurance

Co. said it will discontinue writing
malpractice insurance on an oc-
currence basis and will switch to

insurance coverage written only on
a claims-made basis.

St. Paul, which insures some
48,000 doctors, said no new or re-
newal business will be written

after June 30 except on a claims-
made policy. The claims-made

policy will replace the old occur-
renee policy forms as soon as it
is approved by the state insurance
commissioners.

The present "occurence" con-

K;

tract has become very difficult to
price since the initial rate charged
must cover the claims expected to

arise for five or more years from
this year's business. Under a
claims made plan, the policy cov-

ers claims reported during the
year the policy is in force. It is
a "pay as you go" policy since
the doctor pays a rate calculated
to cover that year's liability risk

only.

THOMAS L. UEHLIN, profes-
sional liability risk management
officer, contends that the policy
holds real promise for the medical
profession because it takes much of

the uncertainty out of ratemaking.
Marked increases in medical

malpractice claims coupled with

substantially higher settlements
forced premium rates up more
than 50 % last year.

In the first nine months of

1974, St. Paul said one in 10 of
its insured doctors had a pending
claim, up from one in 23 in 1969.
St. Paul insures 48,000 doctors
and 1,600 hospitals.

The major problem, says St.
Paul, is that losses can arise out
of 1974 premium businesses for
the next decade. The company

attempts, based on past experi-
ence, to project today what the
loss record will be. The way most
policies are written today, the
company has perpetual liability
on policies sold in 1974. Years

from now, an insurer may have
to defend a doctor and pay a

£10 illl

malpractice judgement even

though the company may not
have insured the doctor for years.

This makes pricing the risk very
difficult in a time of inflation

and changing negligence laws, ac-
cording to St. Paul.

"In the past eight years the
dollars paid out in losses by St.
Paul have been substantially
more than premium dollars col-
lected," said Mr. Uehlin.

RAISING PREMIUM rates is

only one answer and a short term
one. St. Paul has obtained rate in-

creases in most states with the

average 1974 increase about 50 %.
Rate increases of over 75% have

been necessary in some states
however. Maryland denied the in-
surer a 48 % rate increase so St.

Paul withdrew coverage, leaving
the Maryland Medical Assn. with-
out a carrier.

"It's difficult to say how much

each contributes to a rate in-

crease," Mr. Uehlin said of the

"Flying boxcars?
These jumbos are flying
warehouses.

The bigger the better
for shippers in a hurry.
But insuring aviation
today is a challenge.
We're handling
about $7 billion a year.
We'll make

your insurance work
for you, too."
Ronald Wilson, V.P.,

Los Angeles office

Johnson
& Higgins
the

aviation industry's
insurance broker

inflation and claims frequency
problems.

"In medical malpractice," Mr.
Uehlin said, "the inflationary fac-
tor is reflected in the judicial
system-the amount of damages
sought or the amount of a jury
award."

What do the increases mean in

terms of dollars to the doctors?

In Florida, for example, for the
standard coverage of $100,000-
$300,000, premium rates range
from $1,217 for class one doctors
-general practioners or special-
ists who do not perform obstet-
rical procedures or surgery-to
$7,702 for class five doctors-
obstetric gynecologists, anesthe-
siologists, orthopedie surgery,

neurosurgeons, plastic surgeons
and nose and throat physicians

with plastic surgery. This makes
Florida the second highest in the
countrj·.

Minnesota, which ranks 31st,
had a 66% increase, with rates
now ranging from $347 to $2,196.

In some areas of the country
coverage at any price may not be
available. In Detroit, for instance,

many class five doctors have

turned to Lloyd's to get coverage
and are paying $20,000 to $25,000
a year, the company confirmed.

Detroit doctors, Mr. Uehlin said,
have set up a crisis committee to
obtain legislative relief. Legisla-
tion has been requested to amend
the state's Medical Practices Act,
revise the criminal code as it re-

lates to solicitation of cases, re-

quire reporting of malpractice
cases and amend the arbitration

statute, he added.

IN THE INTERIM, some doc-

tors are moving out of Detroit;
it's just not feasible for them to
practice under such circum-

stances, he said.

Substituting a binding arbitra-
tion system to hear malpractice
cases instead of the jury system

is another possible solution, Mr.
Uehlin said. He contends that an

arbitration setting reduces both
the time involved, the costs in-
curred and eliminates much of

the emotional appeal that comes
with a jury trial.

It has been suggested that ar-
bitration can reduce the time in-

volved from several years for a
j ury trial to 60 or 90 days. With

arbitration, a doctor, preferably a
specialist, able to comprehend the
complicated medical procedures
would usually be appointed to the
tribunal of arbitrators. This, Mr.
Uehlin added, makes possible a
fairer and more equitable deci-
sion for both parties without the

emotion of a jury trial.
St. Paul has successfully im-

plemented binding arbitration in
several areas of the country on
a limited basis. In Massachu-

setts, for instance, the insurer
drew up plans for an arbitra-
tion system and "we took it to
the lawyers ourselves. They were
agreeable to the concept of arbi-
tration," Mr. Uehlin said and
added that the first case is

scheduled to be heard soon.

"We would like to see the

plan used in more states but
our one big hurdle to overcome
is the plaintiff's attorney," he
added. Mr. Uehlin is hopeful
that arbitration will keep set-
tlements more in line, and not
allow for the costly appeals
process.

St. Paul also stepped up its
communications to doctors in an

effort to make them fully aware
of what the problems are. In-
creasing premium rates is not the
real answer to any problems, but
the increases have jolted the med-
ical profession into recognizing
that something has to be done to
reduce losses. As a group, doctors
have become much more recep-
tive to listening to suggestions,
Mr. Uehlin said.

Continued on page 6



When one man's floor
is another man's ceiling, you better be

careful about tearing up the floor.

IlL 11., 7,1/0--
Our construction specialist was checking the plans engineer hiked the area. And together they went
of a policyholder's road building job in West Virgin- down into the mines. The mine operators said if

ia when he saw something that bothered him. There their underground haulways were collapsed by

were three coal mines that either passed beneath overhead construction, the loss could exceed 70

or adjoined the roadway. However, since the mines million dollars. That's when we called in indepen-

were all well below grade level, no problems were dent mining engineers and blasting experts. They

apparent at first. In fact, our policyholder, the Frank advised extensive precautions.

Mashuda Co., Inc., Evans City, Pennsylvania, had Next we had a meeting with state authorities and
already begun construction work. they okayed the extra work needed to protect the

But it's an insurance company's responsibility to mines. Done. And in the end, everyone gained. The

look beyond the obvious. It's a job for experts. mines, now reinforced, are in better shape than

And we had the right expert on the right job. before. West Virginia has a handsome new
stretch of Interstate 79. We have a happy

The Employers man not only knew the con- policyholder because he was able to do a
struction business, he knew coal mines. And good job while protecting himself against
he was worried about damage to the mines serious loss.

from blasting, and the vibrations caused by Insurance should work for a living. That's
heavy equipment. the Wausau way of doing business in 228

Work was halted. Our man and the project offices across the country.

COME TO THE SOURCE

Get theWausau Story

EMPLOYERS INSURANCE OF WAUSAU Wausau, Wisconsin
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_InianC AND c-/cean I w larine

FACILITIES AVAILABLE

TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.
100 PARK AVENUE, NEW YORK, N.Y. 10017 • 212-953-0580

General Managers-New York Marine Insurance Co.

Marine Managers

ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL

INS. CO. -
EMCASCO INSURANCE CO.

EMPLOYERS MUTUAL CASUALTY COMPANY

GRAPHIC ARTS MUTUAL INSURANCE COMPANY

LUMBER MUTUAL FIRE INS. CO. OF BOSTON, MASS.

MERCHANTS MUTUAL INSURANCE CO.

MUTUAL BOILER & MACHINERY INS. CO.

MUTUAL FIRE, MARINE & INLAND INS. CO.
NEW HAMPSHIRE MERCHANTS INSURANCE CO.

UNION MUTUAL INS. CO. OF PROVIDENCE

UTICA MUTUAL INSURANCE COMPANY

Malpractice cover ...
Continued from page 4

St. Paul also supplies the med-
ical associations with claims anal-

ysis reports in those states where
it is the sponsored carrier. The re-
port, the first of its kind in the in-

dustry, codes in every physician
and surgeon claim by state and
county, nature of the claim, date of
loss, amount of loss, and how
much was reserved to pay that
loss.

"We need," Mr. Uehlin said, "to
return to a more personal doctor-

patient relationship. From the
claims files, St. Paul determined
that often there is a communica-

tion breakdown between patient
and doctor.

"We are alerting doctors to this

problem," he added, "in a hope
that they will begin to take more
time with their patients."

Mr. Uehlin also called on physi-
cians as a group to work together

Are your renewal costs
going to blow the budget?

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

Chances are that now is the time to look at the

unique combination of advantages that only Gallagher
can offer. Advantages that are relevant.
Objective. Informed. Uninhibited. Con-
temporary. Reliable.

Like writing a highly competitive
first dollar program utilizing our own
London-Lloyd's jointventurealong

with domestic markets.

Like our own Gallagher-Bassett self insurance
services. Like the minute attention to detail that our

47 years of experience has taught us to give to our
clients-clients who include some of the

world's leading Drganizations.
So if you're concerned about re-

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

'limb

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

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

• Brokers for Commercial, Industrial and Institutional Insurance Programs

to introduce remedial legislation at
the state level. Generally, the key
needs are: retention of the locality
rule, restriction on the statute of
limitations, confidentiality of peer
review mechanisms and establish-
ment of standards for informed

consent, he believes.

THE BASIC difference between
occurrence and claims-made poli-
cies is that the former covers claims

reported any time in the future re-
sulting from professional services
rendered while the policy was in
force, St. Paul said. The claims-
made policy covers claims or in-
dependents reported while the
policy is in force, resulting from
professional services rendered ei-
ther during the policy period or
any past claims-made policy pe-
riod, if the policy was written by
St. Paul.

Occurrence policies in force be-
fore this changeover will continue
to take care of claims yet to be
reported from those previous
policy years, St. Paul plans. The
first day of claims-made coverage
under a St. Paul policy will be
known as the "retroactive date."
As long as the doctor is carrying
a claims-made policy from St.
Paul, any claim reported which
arises from a professional act per-
formed on or after the retroactive
date will be covered.

St. Paul said it will sell ad-

ditional coverage in the form of a
reporting endorsement to insured
doctors who retire or otherwise

change insurers, and this coverage
will be available when the doctor

needs it at rates reflecting the
claims experience at that time. The
endorsement, which would extend
the period in which covered claims
could be reported, will be sold in
three installments, with the third
taking care of all remaining ex-
posure to claims arising from acts
perforrned while clairns-rnade pol-
icies were in force.

ST. PAUL guarantees that it will
sell these endorsements even if it

cancels policies or withdraws from
underwriting malpractice insur-
ance in a state.

Hospitals and dentists are be-
ing allowed to continue under St.
Paul's occurrence-based policy
"for the time being," according
to the company. But hospital staffs,
residents and interns, as well as
students and others in teaching in-
stitutions will be covered only
under claims-made, St. Paul said.

"We are studying the hospital
liability situation to determine if
claims-made should also be ap-
plied," the insurer declared.

St. Paul will continue to sell

$100,000/$300,000 liability limits
for malpractice. The insurer also
disclosed that "if an unusual in-

cident occurs during or following
surgery, treatment or hospitaliza-
tion which the doctor believes may
later give rise to a claim, and he
reports this incident to the com-
pany, that notice shall be con-
sidered to be a claim covered" by
the new claims-made policy.

St. Paul said it will not honor

a claim under a claims-made pol-
icy for damages arising out of acts
performed while another com-
pany's policy was in force. Lloyd's
has used claims-made for malprac-
tice policies since 1867. •

Budget request
A one year budget of $1.85 mil-

lion was requested by the Senate
Labor and Public Welfare Commit-

tee, which oversees the activities of
the Occupational Safety and Health
Administration and the implemen-
tation of the private pension re-
form law. The budget would cover
the period March 1, 1975, to Feb.
29, 1976.

1
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First, we assemble your property and liability coverages into one policy.

4'

One half of our Tent covers you against virtually all property risks.
Add Tent's other half and you've got one mi I I ion dollars or more of
catastrophe liability insurance. Worldwide. Including personal
injury, bodily injury, property damage, advertising liability,
and more.

Our Tent plan is simple and it works. And
we're the only outfit that's got it.

4

Cal I the people who cover the territory Your independent agent or broker who represents us.
Or write Pete Standbridge, Sales Manager, Kemper I nsurance Companies, Long Grove,
Illinois 60049. Coverage available in most states.

OurnewTent covers you like
nothing else can.
We're pioneering new territory in property and liability insurance packages.
With the broadest combined protection you can get anywhere, from anyone we know of.
We call it our Tent plan.

Then i f you I i ke, we can add even broader coverage to the package. With our
exclusive Tent endorsement. You can purchase half of it, or all of it, and still
save money. For coverage on condominiums, office buildings and apartments.

r-

YR

$

4/92

KempeR

4

We're with you
for the long ride.

t

Insimance

crimparnes



8/business insurance, February 10, 1975

Lloyd's chairman predicts
a return to London market

LONDON-Business which has

been moving away from the Lon-
don market in the past two years
due to severe competition is now
returning to Lloyd's, its new chair-
man, Havelock Hudson, forecast
in a review of 1975 prospects.

So greater capacity to meet the
expected calls on its services is
now being planned, based on the
changes for the "show of means"
tests reported in Business Insur-
ance Dec. 9.

U.K. names will be permitted a
special facility, in order to en-
courage investment in Lloyd's, to
put up as little as $90,000 in 1976
if they wish to write comparative-
ly small amounts of business.

THERE ARE also hopes that
U.S. and other overseas business-
men will put money into Lloyd's,
even though they are required to
have a $240,000 show of wealth, so
as to hike its capacity in the coming

systems

rnonths.

Mr. Hudson told the London

Daily Telegraph: "I've a feeling
that the outlook for 1975 is really
not too bad and that business is
coming back on the right terms."

He thinks heavy underwriting
losses in some sections, and the
fall in many stock exchange prices,
has affected the idea of generat-
ing premium income purely for
investment purposes.

In the next year or two Lloyd's
may have to review its system by
which traditional markets handle

different classes of business, but
there will be several problems to
face if this issue ever becomes
crucial to its members. •

A high technology, risk-oriented group offers a three-tiered program of EARTHQUAKE RISK ANALYSIS
services including:

• Seismic site evaluations

• Structural dynamic response evaluations

• Individual and collective property damage loss potential estimates
• Collapse potential determinations

• Cost/benefit tradeoffs

• Remedial design work

• Independent damage appraisals

for owners, lenders, buyers, sellers, tenants, underwriters, and re-insurers.

Services are applicable to a wide range of old or new, existing or proposed facilities, including buildings, dams,
bridges, towers, refineries, utilities, etc.

GROUP 10 SYSTEMS/P.O. Box 60147/Los Angeles, California 90060/(213) 683-1917

CALL
TALBOT BIRD
FOR ALL THE
RIGHT REASONS

As specialists in inland marine under-
writing we know that the one all-
important qualification is the
ability to continually apply fresh
thinking to current problems.

Sometimes this indicates a need

for change. Often it reaffirms the
correctness of existing programs.
Why take a chance if you need the
right answers? Let us help you with
a sound basis for current decisions,
we expedite with expertise.

TALBOT, BIRD& CO., INC.
Marine Underwriters and Managers

156 WILLIAM STREET, NEW YORK, N.Y. 10038

1,1.

To receive literature listed in Info for Buyers write
1 directly to the name and address accompanying each

item, mentioning that you saw the offering in Business
Insurance. Readers are welcome to submit items for
possible inclusion in the column. A sample of your
literature should be sent to Info for Buyers, Business
Insurance, 740 Rush St., Chicago, Il. 60611.

• Pensions & Investments, BI's
sister publication, has compiled a
handy, desk-top booklet of the
more than 250 Investment Adviser

Profiles as they appeared in the
Dec. 2, 1974, issue. Prices are: $5
each for up to 10 copies; $4.50 each
for 11 or more copies. To order,
send your check, money order or
cash to Investment Adviser Pro-

files, Pensions & Investments, 740
N. Rush St., Chicago, Il. 60611.

• The series of articles that have

elaborated the cost aspects, vest-
ing provisions, fiduciary stand-
ards, funding requirements, re-
porting and disclosure aspects and
termination insurance provisions
of the pension reform law is now
available i-n print form to Busi-
ness Insurance readers. Copies of
single articles are $1 each; the
entire series of six articles is $4.
Checks, money orders or cash
must accompany order, made pay-
able to Business Insurance, 708
Third Ave., New York, N.Y. 10017.

• Highlights of the Profit Sharing
Research Foundation's study on the
largest profit-sharing trusts in the
U.S. is now available. This study
of companies with assets of $50
million or more shows that profit
sharing is not a "small company
phenomenon." Single copies are
free; write the PSRF at 1718 Sher-
man Ave., Evanston, Il. 60201.

. The Captive Insurance Compa-
ny, a book by Harry New, presi-
dent of Atlas Management Ltd., is
now available. Copies are $10 each;
write the firm at P.O. Box 279,
Hamilton 5, Bermuda.

• Important changes in the Medi-
care law are explained in Medicare
Booklet, available from the Chica-

go-based Blue Cross and Blue
Shield plans. The financial obliga-
tions of patients after Jan. 1, 1975,
are highlighted. Free copies of the
booklet may be obtained by writing
Jim Strong, Blue Cross and Blue
Shield, 233 N. Michigan Ave., Chi-
cago, Il. 60601.

• LOCUS, a loss control and un-

derwriting system designed spe-
cifically for the construction of
power plants, is available from
the Synercon Corp. For a free de-
scriptive brochure, write William
A. Scanlan, vp, Synercon Corp.,
P.O. Box 1060, Nashville, Tn.
37202.

. PAYPLUS, developed by Pen-
sion Planning Co. Inc., is a com-
puterized system to give employes
a summary of the value of their
fringe benefits. For a free descrip-
tive brochure, write the firm at
355 Lexington Ave., New York,
N.Y. 10017.

• A Practical Approach to Inland

Marine Insunnce, a book by
James D. Youd, CPCU, is now
available through the National
Assn. of Mutual Insurance Cos.

The author is a teacher and lec-

turer on inland marine insurance,
a member of the Inland Marine

Underwriting Committee of the
Transportation Insurance Rating
Bureau, and the president of At-
tleboro Mutual Fire Insurance Co.

For information on cost and order-

ing write Dale R. Cummings, di-

rector of education, NAMIC, 2511
E. 46th St., Suite H, Indianapolis,
In. 46205.

• Underwriters Laboratories has
published a new Catalog of Stand-
ards for Safety. It is designed to
be a handy reference tool when
ordering any of UL's more than
300 "Standards for Safety." To
receive a copy, write Underwriters
Laboratories Inc., 333 Pfingsten
Rd., Northbrook, Il. 60062, attn:
National Standards Stock.

• . Questions and Answers on Ex-
plosion-Proof Refrigerators is be-
ing offered by Kelmore Inc. The
four-page booklet explains why
this kind of refrigerator is essen-
tial in class one hazardous loca-
tions. For a free copy write the
Explosion-Proof Refrigeration Div.
of Kelmore Inc„ 599 Springfield
Ave., Newark, N.J. 07103.

• The Health Insurance Institute
has published the 1974-1975

Source Book on Health Insurance
Data. It reports the number of
persons in the U.S. with private
health insuranceprotection,
amount of health insurance pre-
miums received and benefits paid.
Single copies are available free by
writing to the Institute at 277
Park Ave., New York, N.Y. 10017.

e A special report on Working
With the New, Tougher Funding
Requirements of the Pension Re-
form Law is available from Kwa-

sha Lipton Inc. For a free copy
write Henry F. Magnusen, Kwa-
sha Lipton Inc., 429 Sylvan Ave.,
Englewood Cliffs, N.J. 07632.

• The Research Institute of Amer-
ica has prepared a special com-
prehensive study of The New
Pension Law, which provides a
discussion, in clear business lan-
guage, of the law. It is designed
to give the executive an overall
working knowledge of the require-
ments so that he can reevaluate

his company's plan. Copies of the
56-page management guide are
$15; write Dept. 111, Research
Institute of America Inc., Mount
Kisco, New York, 10549.

• A pamphlet is available which
explains OSHA's new legislation
requiring audiometric testing in
industry. The pamphlet is avail-
able free by writing Industrial
Noise Services Inc., Dept. A, 543
Bryant St., Palo Alto, Ca. 94301.

• Reporting and Disclosure Re-
quirements for Plan Administra-
tors under the new pension law,
a special summary report, has been
prepared by Hay Assoc. and Hug-
gins & Co. Inc. Write for free
copies to Hay Assoc.,1845 Walnut
St., Philadelphia, Pa. 19102.

• More than 100 publications that
examine various aspects of prop-
erty and liability insurance are
included in the newly published
edition of Books in Insurance. The

list of books is compiled by the
Insurance Society of New York
and published in pamphlet form
by the Insurance Information In-
stitute. Single copies may be ob-
tained free from the Institute at

100 Williams St., New York, N.Y.
10038.
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must pay airline for
D. B. Cooper hijacking

MINNEAPGLIS-Globe In-

demnity Co. hasn't decided
whether or not to appeal the re-
cent Minnesota supreme court
ruling ordering the insurer to pay
Northwest Airlines $180,000 of
the $200,000 loss sustained in a
1971 hijacking (Business Insur-
ance, Dec. 6, 1971). But Globe
did acknowledge that the impli-
cations of the ruling could be far-
reaching.

"I hate to comment on the im-

plications of the ruling until a
decision has been made on wheth-

er or not to appeal," said John
Szczepek, claims and loss man-
ager for the Minneapolis branch
of New York-based Royal Globe
Insurance Cos., "but it probably
will have a profound impact on
existing insurance contracts if it
stands."

"We don't know where our

next remedy lies," Mr. Szczepek
added, hinting that the company
may appeal the decision to the
U.S. Supreme Court.

The nine-member state su-

preme court upheld a lower
court's ruling that extortion is
covered by the broad language of
the airline's crime policy. North-
west Airlines' $200,000 policy car-
ried a $20,000 deductible.

"AN INSURER must indemnify
the insured for payment made by
the insured to a hijacker where
the policy was a blanket crime

policy, as opposed to one insuring
for specific risks only," the court
opinion, written by justice Law-
renee R. Yetka, stated.

"In the event of ambiguity in a

policy, the policy language will be
strictly construed," the court

opinion stated. This would tend
to favor the insured party.

Northwest Airlines no longer is
covered for crime insurance with

Globe, according to an airline
employe who did not wish to be
identified. The coverage with

Cargill Grain
appeal ruling
shares costs

MONTREAL-The Quebec court
of appeal ruled that half of a $1,-
537,017 superior court damage
award should be paid to a Win-
nipeg grain company for the col-
lapse of a grain elevator on the
Quebec north shore 14 years ago.

A three judge panel split two
to one in favor of reducing the
award to Cargill Grain Co. Ltd.,
upholding the appeal of Founda-
tion Co. of Canada Ltd. and Davis

Shipbuilding Ltd. that Cargill
share the damages equally.

Cargill's claim, originally for
$2.6 million, was based on the col-
lapse in August, 1960, of an 11-
million-bushel grain elevator built
by Foundation and Davis at Baie
Comeau, 350 miles northeast of
Montreal.

Cargill, a wholly-owned sub-
sidiary of a U.S. corporation,
launched three appeals against the
superior court findings, naming
three other defendants besides
Foundation and Davis. All three

were rej ected by appeal court
judges.

In its hearing, one judge said
evidence established the elevator's

collapse was due largely to errors
in plans provided by a Cargill em-
ploye. .

Globe was discontinued about two

years ago, the source added.

The celebrated hijacking in-
volved a passenger who purchas-
ed a ticket under the name D. B.

Cooper. Once airborne, he order-
ed the airline to pay him $200,000
ransom and provide him with
parachutes.

He took the money and para-
chuted outof the plane over the
Pacific Northwest. The ransom

was never recovered and no trace
of the mysterious hijacker was

ever found including verification
that he survived the jump into the
heavily wooded territory. •
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INSURANCE BROKERS

Offering professional services to business

and industry since 1938

...

Herbert L. Jamison & Co.

90 Park Avenue

New York, New York 10016
Area Code 212 - 490-7600

the low. cost

dental plan that
pays equally weil..

(whether you buy or sell) 41- 4-

Now you can offer your clients an opportunity that pays dividends for years 47- I

to come with American Way's comprehensive incentive dental plan. But -$:
best of all...it lets you return from your marketplace with considerably '

C
more money. Start now... but first, see for yourself.

I PLAN AVAILABLE TO GROUPS OF THREE

OR MORE

I AVAILABLE TO ASSOCIATIONS AND FRAN-

CHISE GROUPS • Choice of Dentist • Usual,
Customary and Reasonable Fees • No Pre-Exist-
ing Conditions Excluded • Includes Dependent
Children to 25 Years • Incentive Co-Insurance

• $ 35.00 Deductible 0 $ 1,000.00 / Per Year
Maximum • Unlimited Lifetime Maximum

COVERAGE A&8 INCLUDES:

Routine Examinations /X- Rays / Dental Prophylaxis
Topical Fluoride Applications / Space Maintainers
Emergency Treatment / Restorative Services /
Periodontics / Endodontics / Oral Surgery i
COVERAGE C INCLUDES:

Prosthetics

COVERAGE D INCLUDES:

Orthodontics

INCREASING CO-INSURANCE PERCENTAGE

COVERAGE A&8

First Year ........................ 80%

Second Year* ..................... 90%
Third Year*...................... 100%

* if plan is utilized preceeding year(s)
COVERAGE C&D- 50% Co-Insurance

Available after 2 years coverage under A&8

MONTHLY COST

Employee Only..............$7.35
Employee and Dependents ..... 14.70

The complete terms of the group insurance briefly described
in this advertisement will be those set forth in the

master group insurance policies issued to the trustees.

Outside of Illinois, call toll free

800/323 -3765

0

r

L

Call or write for information

312/475-5000

American Way Group Insurance Trust 
Administered By American Way Corporation

2530 Crawford, Evanston, Illinois 60201   W
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Authority sees worsening results
for insurers in first quarter of 75

NEW YORK-The first quarter
of 1975 will be even worse for

the insurance industry than were
the results of underwriting for
1974, inevitably forcing premiums

UP.

This was part of an overview of
the insurance climate as outlined

by Robert J. Schraeder, vp of the

A.M. Best Co., in a speech at the
Insurance Information Institute's

15th annual meeting at the St.
Regis Hotel last month.

A. M. Best has a 75-year rela-
tionship with the insurance indus-
try and publishes statistics on the
economic health of the companies.
Mr. Schraeder said of the firm's
most recent findings:

"Since making our estimates of
1974 results of the insurance in-

dustry-results which were the
worst since 1932 in terms of the

combined loss and expense ratio
and the worst in history in terms

of money lost in underwriting-
since those estimates were pub-
lished, we have reason to believe
our figures are conservative.

"DECEMBER APPEARS to

have been a bad month; unhap-
pily, it probably is the precursor
of an even worse experience in the
immediate future. Indications are

that the first quarter of 1975 will
bring in results that may even
make believers out of heretofore

doubting regulators who have been
slow and niggardly when it comes
to rate increases.

"This downtrend in underwrit-

Three
of a kind-

ACES

itt :faL -,

JON AGEE
District Manager
NASHVILLE

RON THOMPSON

District Manager
SANTA ANA

4,

ing affects the whole industry, and

there is only one remedy that will
do any substantial good-an ade-
quate rate level, with full recogni-

tion of inflationary factors," he
said.

Mr. Schraeder pointed out that
the insurance business is operating
today at an expense ratio of about
26% on a premium volume of

nearly $45 billion, as opposed to
the situation in the mid-1950s

when it was at the level of 34 %

to 35% with premiums around $10
billion.

"If the present marketing sys-
tem is to be maintained, not much
more can be whittled from ex-

penses as a means of improving
the underwriting account," he
cautioned.

The Best vp criticized some state
regulaltors for trying to lower in-

surance rates in attempts to be-
come instant consumer advocates,

but without looking to the long-

range effects on insurance compa-
ny solidity.

"If the regulator will not act
responsibly, that is, for example,
if he refuses to grant needed in-
creases for political reasons, or
worse yet, insists on decreases as
happened in Arkansas and Okla-
homa-the companies should not
hesitate to take their case to court.

The insurance industry cannot af-
ford to be the subject of political
gamemanship," he said.

MR. SCHRAEDER urged that
adequate rate levels be instituted

at insurance companies to deal
with the worsening underwriting
situation, since neither lower ex-
penses, surplus nor investment in-
come nor fresh capital is available
to deal with the problem.

In the interests of the policy-

geographically separated but solidly
together. They excel in providing
PROfessional group insurance service.
Consistent success, the kind that

only comes from a lot of dedication,
places Jon, Ron and Mike among
Provident's top group PROducers.
Small wonder they are respected by
brokers, appreciated by Provident

policyholders, and unendeared by
competitors.

All Provident groupmen are PROS.
Any of them will show you why- in

a hurry- at your convenience.
Got a Group Problem? Call the

Provident PRO near you!

Provident

GROUP DEPARTMENT

CHATTANOOGA

Offices in Principal Cities

. I.

vr

MIKE OGLESBY

District Manager
DALIAS

holders, he urged insurance com-
panies not to have underwriting
exposure and an investment ex-

posure both relying on the equities
rnarket.

"To relate capacity to the vicis-

situdes of the stock market puts
the interests of policyholders too
close to the foot of the table," he
said.

"The equities-surplus relation-
ship is a problem which we believe
demands prompt resolution, and
we hope the initiative and the an-
swer will come from within the in-

dustry."
He urged the insurance com-

panies to approach their problems
responsibly and not communicate
them differently to different audi-
ences:

"Companies running combined
ratios of 104 or higher are under-
going strain: to discuss it one way
with agents, another way with
regulators, and still another way
with stockholders indicates either

that management doesn't under-
stand the situation or that it is

playing games rather than dealing
with realities," Mr. Schraeder told
the industry gathering. •

Malpractice
study to focus
on arbitration

NEW YORK, N.Y.-A $60,000
grant to study medical malpractice
dispute settlement systems now in
use and to recommend alternative

systems has been awarded to
the American Arbitration Assn.'s

(AAA) Research Institute here.
The Henry J. Kaiser Foundation

and the Commonwealth Fund

share in supporting the two-year
project.

Dr. Irving Ladimer, director for
the project's professional team,
said the survey will determine how
patients' complaints about medical
service and claims of alleged in-
jury are now being handled. Based
on the findings, the AAA will
recommend methods of better com-

munication and settlement through
mediation and arbitration.

"Health plans must have work-
able systems for handling com-
plaints about medical service and
care," Dr. Ladimer said. "Con-
sumer education and participation
and the use of arbitration to settle

disagreements and appeals are con-
sidered by experts to be more ef-

fective ways to remove obstacles to
a good health service, he added.

NEW GROUP practices and
health maintenance organizations
(HMOs) are particularly inter-
ested in alternatives to malpractice
litigation, according to Richard E.
Lerner, AAA associate legal coun-

sel who will supervise the analysis
of the legal aspects faced by health
agencies.

The AAA will issue a manual

and explanation for health agen-
cies, doctors and consumers de-
scribing existing arbitration meth-
ods and recommending how others

may benefit from successful prac-
tice. The project aims to identify
the problems in installing and us-
ing a binding or final arbitration

system and will develop the best
ways of explaining how it works.

The survey will run concurrent-

ly with a project supported by the
Robert Wood Johnson Foundation

to install systems for the preven-
tion and resolution of conflict in

health care agencies.
The intention is to show how

early introduction of democratic
processes such as consumer com-

munications, grievance adjustment,
elections, representative manage-
ment, methods for settling con-
tract and professional disagree-
ments can improve the quality and

delivery of service. •
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One look tells you why. Revere
Copper and Brass makes a wide
range of copper and aluminum
products but probably none is as
well known as its Revere Ware.

It's become an American tradition

and symbolizes the quality of the
products manufactured.

Because people rely on Revere,
it's only natural that when Revere
needed foreign insurance, it
wanted an organization it could
rely on. And that's one reason why
Revere and its insurance brokers

chose AFIA Worldwide Insurance.

AFIA has over 250 staffed offices

of its own throughout the world,
almost twice as many as any other
American underwriter of foreign
insurance. Through these offices
and AFIA's 3800 employees
abroad, Revere Copper and Brass
knows its insurance program will
get the care and polish needed.

It's one reason why AFIA insures
90 of the top 100 U.S. companies
operating abroad.
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View fiduciary liability risk...
Continued from page 1
Another leading non-marine in-
surer at Lloyd's offered: "Because
of very large corporate unfunded
liabilities and because in many
cases pension funds have been
used to boost the price of a com-
pany's own stock, beneficiaries will
increasingly level charges of mis-
management at the fiduciaries."

M. John Manning, managing
director of H. Clarkson Ltd., pre-
dicted a court test of the new pen-
sion law's fiduciary liability pro-
visions within the next 12 to 18

months. In agreement with this
opinion is Adrian Dodd-Noble of
the Langton Syndicate at Lloyd's,
leading underwriter of the fidu-
ciary liability insurance policy be-
ing marketed through Mr. Man-
ning and through Professional In-
demnity and Great Lakes Agencies
in the U.S. Clarkson is a large

Lloyd's broker.

Mr. Manning and Mr. Dodd-
Noble also think the law will force
benefit fund fiduciaries and in-

vestment managers to base their
decisions on "prudent expert"
standards, rather than continue to
follow the "prudent man" rule.

"I think the net effect of the

law will be higher professional
standards on the part of profes-
sional money managers, account-
ants, actuaries and everyone in-
volved with benefit plans as they
are now fiduciaries of the plan
assets under the act. They may
have to review their own stan-

dards," Mr. Manning declared.

"THE ADVICE that (money
managers and investment ad-

visers) give to their clients will
have to comply with the law,
particularly as to the diversifica-

tion of fund assets, so that any

possible loss of assets to the com-
pany is minimized," Mr. Manning
continued.

He said he could not name any
specific investment standards that
may need revision.

Mr. Dodd-Noble, underwriter
handling fiduciary liability poli-
cies for his Lloyd's syndicate, be-
lieves the pension law "clearly
puts it on the line" about an ex-
pansion of liabilities which will be
interpreted by the courts in terms
of a "prudent expert" rule. "A
pension or benefit fund can't just
go out and get a man off the street
to manage the funds. The chosen
manager has to be a real expert,"
he asserted.

"The manager who makes a

prudent expert judgment on in-
vestments" will have a solid de-

fense against claims of breach

Giveyourcompany
aninsurance physical.

Your company may not be in the same shape it was a
year ago--and a growing business must be covered
by increased insurance-especially in these
inflationary times L

C PROPERTY: Has your present property increased in value?
Nationwide's Inflation Protection endorsement can be added

to a Wall of Protection® plan to keep building insurance
in line with rising costs.

El LIABILITY: Do you need additionalliabilitycoverage? If your business is growing, perhaps your <
liability is, too. Nationwide's Wall of Protection
can give your business the liability coverage
you need in one plan.

4

O PAPERS: Do you have documents and
valuable papers that aren't protected by
insurance? Nationwide's Valuable Papers
Endorsement protects vital plans, charts,
papers inside the safe or desk.

0 VEHICLES: Have you added new
business vehicles? Nationwide can

cover these-as well as non-owned cars

and trucks used for your business.

C EMPLOYEES: Have you added em-
ployees? Nationwide's Wall of Protection .
plan takes a total approach to benefit pro-
grams: individually tailored group life insur-
ance, hospitalization, disability and pension
coverages. One plan, not an unrelated stack
of policies.

c CONVENIENCE: Are you spending too much time
and capital on your insurance problems? Nationwide's
Wall of Protection plan lets you spread your payments over
the year without tying up capital. Another time-saver-only one
annual audit on your property and liability.

If you've answered yes to any of the above questions
your insurance needs further examination.

Give Nationwide a call. We've got specialists who'11
be glad to give you a complete diagnosis. Free.

of fiduciary responsibilities, Mr.
Dodd-Noble asserted.

"We expect the law to be tested
in court," he added. "The first big
case will come in about 18 months

in my underwriting judgment."
Mr. Manning noted that there

will be a lapse of time until the
test comes because of the time it

will take for the Treasury and
Labor Departments to gear up to
scrutinize pension plans closely.

ASKED WHETHER this prudent
expert guideline, supplanting the
previous prudent man rule, would
affect the choice of investment ad-

visers, Mr. Dodd-Noble said that

"If a pension fund goes to the top
bank, to the top investment ad-
visers, instead of the guy around

the corner, it's going to be okay."
"The onus will be on a fiduciary

to choose people of high repute,"
asserted Mr. Manning.

Fiduciary liability insurance has
been written since 1969 by Lloyd's
through Professional Indemnity

INSURANCE
---de Nationwide is on your side

Nationwide Insurance, Columbus, Ohio 43216
Part of Nationwide's Blanket Protection for your business or your family.

Nationwide Mutual Insurance Co. Nationwide Mutual Fire Insurance Co. Nationwide life Insurance Co. An equal opportunity employer. j

Agency, and through Clarkson as
the Lloyd's broker, Mr. Manning
said. This policy covers only the
trustees of the funds themselves,
he noted, and not banks as trust-
ees/fiduciaries. "They are in a
completely different area," he
maintains.

Minimum annual premiums for
this Lloyd's policy are $1,375 for
coverage up to $250,000 annual ag-
gregate limit, $1,950 for $500,000,
and $2,500 up to $1 million. There
is a $1,000 deductible per claim on
each of these coverages. The

Lloyd's policy covers defense costs
in addition to the limit of liability,
unlike most policies sold by U.S.
insurers whose limits include de-
fense costs.

A policy with a limit including
defense costs, said Mr. Manning,
has a drawback in that it leaves

little, if any, room for damage
payments. "In some cases, the
defense costs exceed the limit of

the policy," he cited as a reason
the Lloyd's policy was drawn up
to cover defense costs outside the

policy limit. •

Hospital...
Continued from page 1
Paul G. Rogers (D-Fl.), chairman
of the House subcommittee on
health and the environment.

Public officials, doctors, attor-
neys, consumers, and insurance
companies are expected to be rep-
resented at the meeting.

REP. HASTINGS said he ex-

pected the companies would be
asked to provide some hard data
on their costs in offering the cov-
erage.

Sen. Kennedy has postponed
from March until April 8 his sub-
committee's planned hearings on
legislative solutions for the mal-
practice problem.

The Senator has also submitted

a second bill of his own in the mal-

practice area, which offers an arbi-
tration approach to solving mal-
practice claims. An earlier bill of-
fered a no-fault approach.

St. Paul Fire and Marine In-

surance Co. announced last month

that it would not write any new or

renewal policies except on a
"claims-made" basis beginning
June 30.

The claims-made form would re-

place the present "occurrence"
form which pays claims arising out
of incidents that occur while the

policy is in force, no matter when
the claim was made.

BECAUSE OF the long time it
often takes for claims to be report-
ed, St. Paul said its actuaries are
unable to price the risk on the
occurrence form.

The claims-made policy would

cover claims reported during the
year the policy is in force.

St. Paul said it would guarantee
to sell doctors coverage for claims
not yet "reported when the doc-
tor retires or otherwise ceases to

be insured by the company." The
company said this offered the doc-
tors the same degree of financial
protection as the occurrence policy.

A St. Paul official has been in-

vited to speak at the March 20-27
meeting and the company's pro-
posal is expected to receive close
attention. I

Transport task force set
The Transportation Department

formed a task force to review the
hazardous materials carried on air-

craft to determine which materials

could as reasonably be carried by
surface transportation and have no
justification for carriage by air.
The task force will be headed by
William J. Burns, director of the
department's office of hazardous
materials. It has been ordered to

report the findings of its studies
within 60 days.



Bechtel initiates worldwide benefit

plan for its third country nationals
By ELISABETH M. WECHSLER

SAN FRANCISCO-Enrollment

began this month for Bechtel
Corp.'s new international insured

benefit plan, designed specifically
for nonmanual, third country na-
tionals and local nationals as-

signed to a permanent overseas
office.

The program includes major
medical, life insurance, voluntary
personal accident insurance and
business travel insurance, said
William A. Weiler, international
employe benefits manager.

The contributory plan is aimed
at easing one side effect of a

highly mobile workforce common
to the engineering and construe-

tion industry overseas: Lack of
continuity in benefits. The plan
would cover, for example, a Ger-
man engineer working for Bechtel
in Indonesia.

"Unlike manufacturing corpora-
tions oversees," Mr. Weiler ex-
plained, "we don't staff perma-
nent facilities except for offices.
Most of our staff move every few
years and it's too difficult to set
up individual programs in each
country," he said, adding that
U.S. and Canadian personnel take
their plans with them as expa-
triates.

MR. WEILER admitted that the

costs of setting up the plan-
which does not cover U.S. or
Canadian personnel-are "on the
high side."

The rates which American

International Underwriters (AIU),
a division of American Interna-

tional Group, quoted Bechtel "had
to be conservative because no ac-
tual employe census or demo-
graphic information was avail-
able," Mr. Weiler explained.

"The cost of the international
plan to employes and Bechtel is
about 3.0% to 3.5% of average
base pay. This is comparable to
the cost of our domestic plan,"
Mr. Weiler said. He declined to
be more specific about the interim
costs of the plan but indicated
that the final rate, based on ac-
tual experience, will be "substan-
tially lower."

"Fifteen months from now we
will establish a rate based on our

true experience," Mr. Weiler said.
Highlights of the coverage are:
• life insurance-up to two

times annual base salary, with a
maximum of $100,000 per em-
ploye;

• voluntary personal accident
insurance-$50,000 or $100,000
coverage at the employe's option
for accidental death or dismem-
berment, with lesser amounts
available for dependents' cover-
age;

• business travel insurance-

Idaho looking
The state of Idaho is looking for

a chief of risk management who
will be "expected to improve the
already existing keen attitude to-
wards reducing the total·cost of
risk for the state," according to
D. E. Chilberg, state director of
administration. Job responsibilities
"are geared to a total perspective
of the risk management process
including the familiar risk identi-
fication, evaluation, loss abatement,
risk transfer and risk retention
functions." The successful candi-

date will work with state employes
currently responsible for portions
of the risk management activities.
For more information, -write to
Mr. Chilberg,· director of adminis-
tration, Statehouse, Boise, Id.
83720.

two times annual base salary cov- about 10,000 engineers out of 25,-
erage with a maximum of $70,000 000 full-time employes. About 35,-
per employe and $350,000 for all 000 temporary personnel work at
employes involved in a common various construction sites.
accident; Bechtel will not disclose any fi-

• major medical insurance- nancial details, but a recent story
after a $50 annual deductible, in Fortune magazine estimated the
80% of reasonable and customary company has annual profits of $40
charges-paid up to a lifetime million and gross revenues of $2
maximum of $50,000 per individ- billion a year.
ual. Maternity benefits are paid at
specified flat rates for the more PRIMARILY AN engineering
common delivery procedures, but and management company, the
complications of pregnancy are Bechtel group reportedly does
covered at 80 %. construction work on only about

half its jobs.
The company is operating

in two dozen countries and is cur-

rently at work on 119 projects
worth at least $25 million each.

Bechtel Corp.'s principal proj-

"BENEFITS PAYABLE from a

government health plan, Social
Security or social insurance sys-
tem, workers' compensation or
other mandatory plan for which
a Bechtel employe or dependent
is eligible are not covered by the
company plan," according to the
descriptive brochure.

Mr. Weiler explained that in
cases where a $50 deductible is
"too high for the locale, Bechtel
self-insures a portion of the de-
ductible depending on local cus-

toms or requirements or Bechtel
commitments."

Bechtel prefers centralized con-

trol for premium payment and
claims processing, Mr. Weiler said.
"This prevents duplication of ef-
forts and costs."

"We report each employe by
name indicating the coverage he
has on a continuous reporting
form," Mr. Weiler explained.
"Bechtel initiates the premium
statements. Based on enrollment
forms, we prepare a monthly pre-
mium statement for each operat-
ing or service division. That stays
in San Francisco. A check pay-
able to the insurance company is
made out by the central finance
and accounting department. It,
in turn, gets reimbursed through
accounting for each overseas pro-
gram," he continued.

Bechtel's insured plan is a U.S.
dollar account, Mr. Weiler point-
ed out, which solves the problem
of currency conversion.

"Claims come directly to the
international benefits department
where they are screened for sup-
porting bills, diagnosis and claims
forms," Mr. Weiler said. "Pay-
ments are now being made by
AIU out of New York but we
hope to move the operation here
soon."

He explained that a check for
a claim is made out to the com-

pany for the account of John Doe

by AIU because of "the expected
lag in payment to some areas of
the world." This way, he said,
the employe .can be reimbursed
immediately by an advance pay-
ment from the local job site.

THERE ARE SOME problems
with non-admitted insurance com-
pany laws in some countries, Mr.
Weiler said. "In those cases, we
work with AIU affiliates and
claims are processed locally. The
premium is billed in the local
currency-for example, such as in
Brazil," he added.

He observed that "open and un-
reported claims in those develop-
ing countries where Bechtel is op-
erating reserves are less for inter-
national plans than for -domestic
plans but their retention is gen-
erally higher."

Next on Bechtel's list of benefit
priorities, according to Mr. Weiler,
is a worldwide retirement plan,
which may come along in a year
or so.

Bechtel Corp. is one of three
closely interwoven companies in
the Bechtel group. Together, the
privately-held companies employ.
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Bechtel employes laying pipel ne in Indoresii.

ects outside the U.S. and Mexico

are in Brazil, Mexico, Spain, Ire-
land, England (including the
North Sea). France, Lebanon,

When it comes to em

Saudi Arabia, Egypt, United Arab
Errigrates, Japan, Indonesia and
Australia, according to Mr. Weil-
er.

ployee benefits ...

Speak Your
Language
SO

EVERYONE

Understands

Many benefit programs are unavoldably complex. Retirement and
profit sharing plans are often cloaked In confusing "legaleser The result has
been tool:scure employee benefits from the very persons they are Intended
to serve. The employee just doesn't know what his benefits really are.

Eva-Tone Soundsheets helpto narrow the
employer-employee communication gap.

Record your message once! Economical, vinyl Soundsheets let you deliver
that story to each employee-and his family-on a personal, 1 -to- 1 basis in

crisp. sparkling high fidelity. And, since most persons listen better than they
read, your message comes through-loud and clear-from beginning to end
...with nothing left out or forgotten. Only when the employee understands
fully can the company reap Its benefits from the benefit program.

Listen. Hear what you can do with 6
minutes of his undivided attention.

Outline the program...describe additions and modifications...explain pre-

clsely what those changes will mean to him. This Is a "sound" way to

let employees knowthat youcare-at)outthelrhealth, about their retirement.
Find out what's.happening In sound-write for our new Idea Kit. He
who hesltates, may not be heard.

E,ATOAE 2051 Waukegan Road, Deerf eld, Illinois 60015
312-945-5600

SOUNDSHEETS

6

Eva·Tone Soundsheets, Dept. 17 Name 1
2051 Waukegan Rd., Deerfield, I L 60015 6

6
Please send me your Idea Kit. And while Title g
you're at. it, show me how others are using

6
Soundsheets in:

Company 
El Gompany Communications 0
D Employee Benefits Statement AddreSS 1

Il Profit Sharing 1
El Annual Report City/State/Zip 0

0 Training 1
El Recruiting 1

Telephone 
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Risk Management Reports
C Enroll me as a regular subscriber of risk management re-

ports and bill me/my company $60.

Name:

Title:

Company:

Street:

City: State:

Return to: Business Insurance

c/o William Strong

740 Rush Street

Chicago, Il. 60611

Zip:

(Checks should be made payable to Risk Management Reports)

Why would a million dollar operation
like Advance Electric
come to Allstate

for business
insurance?

Allstate is in the business of

insuring businesses. Small, medium
or uery large.

And lately our business-business
has really been growing.

We're winning new accounts
from the biggest names in the
business-insurance field.

Why? Service.
Our Account Executives and

Special Accounts Managers do
everything they can to tailor
Allstate services and protection
to your specific needs.

Advance Electric is a successful

New Orleans electrical contracting
firm. In their case, we developed
a single insurance package
to replace the fifteen separate

· policies they were carrying, and
saved them money.

OX

In the case of Potomac

Electric Power, we put together a
different package-general liability
for PEPCO along with
Workmen's Compensation and
general liability coverage for its

4

Bermuda preferred site for captive
'no advantage' in Colorado: Report

CHICAGO-Bermuda continues Colorado captives are subject to ventional insurance underwriters:

to be the "preferred location" for investment regulations in the state, "a capital/surplus-net retention
captive insurance companies, de- come under the scrutiny of the ratio of four to one or two and
spite legislation in Colorado and insurance department and may one half to one would probably
efforts by some people to attract only write risks of the parent be reasonably acceptable," the re-
captives to that state, according company. "We see no advantages, port noted.
to the latest issue of Risk Manage- and in fact see disadvantages in The report named three law
ment Reports. choosing Colorado as the location firms in New York which are

The focus of the January RMR for a captive," stated Mr. Klo- handling the bulk of cases in-
is captives, and the report pro- man, noting that some of these volving negotiations between

vides information on the latest disadvantages are less favorable captives and the Internal Revenue
activities of companies operating tax treatment for taxes on re- Service. Legal experts, the re-
captives, along with an up-to- serves, and the fact that profits port said, "feel that there is not
date list of 159 companies with cannot be deferred. only a lack of relevant IRS rul-
active insurance subsidiaries. The ings and court cases, but an am-
report also includes a bibliography THE REPORT, which is pub- biguity in the wording of certain
of articles and information sources lished by Business Insurance but sections" of the tax code concern-

on captives. not editorially connected with the ing deductibility of premiums paid
According to H. Felix Kloman, magazine, suggested that captives into captives.

author of RMR, and president of do not necessarily require such a The latest international tax

Risk Planning Group, consultants, conservative retention rule as con- angle for captives is the creation
of the subsidiary on one of the
Channel Islands, but managed in
Bermuda, thus maintaining all
funds within the pound-sterling
area, the report noted.

For the same reason abillion

dollar operation
like Potomac

Electric Power

 Company did.

contractors on the construction

of a 350 million dollar power
generating unit. And placed a
loss-control supervisor at their
service.

Service. That's the key.
We're set up to settle business

claims fast. With the largest
full-time staff of claim specialists
in the country.

We have the plans, people and
facilities to help your business
with everything from Workmen's
Compensation, to Fleet Insurance,
to Safety Engineering Analysis.

Whether your company has 25
or 25,000 employees, talk to an
Allstate representative.

Find out why a growing
number of businesses are switching
to Allstate.

Allstate®
BUSINESS INSURANCE Available in most states.

Allstate Insurance Company

"MANY CAPTIVES have been
formed by industry associations to
insure members," the 40-page
study continued. "The Factory
Mutual System and Liberty Mu-
tual are perhaps the best ex-
amples along with, the various
marine pools in the United States
and England. However, there
have been some very interesting
recent developments in the for-
mation of jointly-owned captives,"
Mr. Kloman wrote.

Among the alternatives to cap-
tives, Mr. Kloman noted that "the
use of retrospective rating plans
in the casualty field has been, we
believe, the prime reason why
many casualty insurance captive
companies were abandoned." •

135 million

people have
catastrophic
illness cover

NEW YORK-The Health In-

surance Assn. of America (HIAA)
reported that nearly three of every
four Americans under age 65 are
insured against the expenses of
catastrophic illness.

Of the 135 million people found
to be insured, some 81 million are
covered under company major
medical plans. An estimated 11
million are covered under "high
limit policies.

An example cited by the HIAA
is the 1.5 million member United

Auto Workers' medical plan
which provides 365 days of semi-

private hospital care and 730
days of convalescent care.

ANOTHER FINDING by the
HIAA survey notes that 32 mil-
lion people have major medical

protection under Blue Cross-Blue
Shield plans and 11 million un-
der plans like Kaiser-Permanente
and Health Insurance Plan of New

York (HIP).
"Along with the rise in the

number of persons covered for
catastrophic health care costs,
there has been a significant in-
crease in the breadth of coverage

they hold," HIAA president, Les-
lie P. Hemry said.

Surveys conducted earlier, in
1966 and 1973 "demonstrate clear-

ly that maximum benefits have
risen dramatically while there has
been a reduction in coinsurance-

the percentage of covered expenses
which insured persons have to pay
out of pocket," he added. •
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editorial opinions

A tactless move
F' HE WHITE HOUSE announcement that the Ford ad-ministration will not submit a national health insurance

proposal to Congress in 1975 and that President Ford is "al-
most certain" to veto any national health insurance meas-
ure passed by Congress this year is a shortsighted move by
the Executive branch of government.

That health care and its accessibility for every American

is one of the nation's most pressing domestic issues is a well
established fact. That the President should push it to the rear
of the priority line distresses us.

The President has said that the decision was based on the

state of the economy and his announced intention that there
will be a one-year moratorium on all new federal spending
prograrns.

We can't really argue with that. The state of the economy
may indeed be more pressing that the state of the nation's
health care systern.

What we do argue with is the President's tact on the mat-
ter. True, the White House has said that the Health, Edu-
cation and Welfare Department would continue its work in
the national health insurance area. However, some of the
enthusiasm and momentum must be gone at HEW now

that Mr. Ford has brushed the matter aside indefinitely.
The President's action shows a lack of real concern on this

pressing domestic issue. How much better it would have been
had he said nothing or had he said that this Administra-
tion would charge ahead on the subject of national health
insurance.

We only hope that responsible members of Congress do
not lose their enthusiasm or momentum. The health of the

economy will surely improve, and when it does we should be
ready to get down to business on national health insurance.

Inflation fighter
SSISTANT SECRETARY of Labor John H. Stenderthrew an interesting inflation fighting idea the other
day. True it's not a new one, but it is one that's too easily
overlooked by top management.

"We can help put the lid on inflation by holding down

costs that accompany an unsafe or unhealthy work situa-
tion," Mr. Stender told an employe relations conference
sponsored by the American Paper Institute.

Mr. Stender, head of the Occupational Safety and Health

Administration (OSHA), noted that a study by the National

Safety Council recently pointed out that the inflation rate
could be reduced about one-sixth by eliminating accidents.

Accidents, according to the council, represent a $24.4 bib
lion productivity loss in the U.S. Compared with this coun-

try's $1-trillion gross national product, this represents about
two percent of the nation's productivity.

"Elimination of accidents would increase productivity
significantly while reducing operating costs for business and
industry," the Labor department official said. "And since the
consumer ultimately pays all costs, increased productivity

and decreased operating costs are two essential ingredients

in any fight against inflation."

Mr. Stender said that in a workplace environment free
from health and safety hazards, everyone gains: the workers
because they can earn a living without sacrificing their
health and the employer because of increased production
and profits along with the elimination of injury claims.

Pretty basic, you say? Nothing new there. True. But it's
too often overlooked by top management. This is no time to
scrimp on safety and health measures.

Wise decision
 N THIS PAGE an issue ago (Jan. 27) we wrote of our
CJ concern at the reluctance of insurance regulators to dis-
close the names of insurers whose financial conditions are

being monitored closely by their departments.

The words were hardly out of the typewriter when in-
surance commissioner Stanley DuRose of Wisconsin released
the names of 14 companies that have been served with com-
pulsory surplus orders by his department. Mr. DuRose's
office also reported that 91 other companies have been
ordered to report financial data to the Wisconsin department
on a quarterly basis.

At the same time, Mr. DuRose made it abundantly clear
that in no instance does he possess data that any of the com-
panies named or ordered to report quarterly is insolvent.

Stanley DuRose has made a wise and prudent decision as
a regulator. By putting some information before the con-
sumer he has served what should be his real constituency.

Companies that find their financial strength weakened

should not expect anything less than disclosure of the facts;
especially in a business as "public" as insurance. By the
same token, companies that have not found their way onto
an insurance regulator's "watch" list do not deserve any-
thing less than disclosure either-disclosure that they are
not on any such lists. In an economic climate such as we
have, cheap opportunism thrives on rumors. Disclosure puts
the damper on it.

New perspective
Tnh ONALD W. BROWN, former risk manager of the State
1- of West Virginia, has been named insurance commis-
sioner in that state. Mr. Brown is the first risk manager to
get the top regulatory post in a state, and it should augur
well for the profession which in times past has had difficulty
even getting the ear of the nation's insurance regulators.

Mr. Brown seems well-equipped for the job. He joined the
West Virginia department in 1969. Later he served as acting
fire marshall and as an administrative assistant to the commis-

sioner before being named risk manager for the state.
The latter position undoubtedly gives Mr. Brown a per-

spective on the nature of risk management as a large com-
mercial consumer of insurance. It will be interesting to see
how he applies this perspective to the regulatory process,
and we wish him well.
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Survey booklet
To the Editor: I am inquiring

about the article entitled "Top
execs: Risk manager's influence
climbing," Business Insurance,
Nov. 25. Is this article available

in booklet form?

Russ Brown

Harrison Insurance Center Inc.,
Wichita, Ka.
Editors note: The article Mr.

Brown is referring to detailed the
results of our risk management
survey Of top corporations in the

U.S. The article may be made
available in booklet form if
enough readers are interested,
please let us know.

Pension law series

To the Editor: My personal

opinion is that the series of arti-
cles in Business Insurance is the

best explanation of the pension
law of all the articles I've seen on

the subject.
Stanley S. Pearson

Controller, Woolf Brothers,
Kansas City, Mo.
Editor's note: Who can argue

with an opinion like that. We

appreciate your interest.

Enioyed series
To the Editor: I have greatly en-

joyed the series of articles on Em-
ployee Retirement Income Security
Act of 1974.

They are the best source of in-
formation on the new law that I

have come across.

Humphrey D. Ridgely Jr.

VP, Neave-Ridgely Insurance
Center Inc., Waldorf, Md.

Misquoted
To the Editor: In the December

1974 issue of Business Insurance

which purported to review my
talk at the Advanced Management
Research Conference on "Liabili-

ties of Directors and Officers and

Their Advisors", I was unfor-

tunately substantively misquoted.
My subject is so technical, it
would have been helpful to have
let nne check the copy.

The first quote, "Where are you
going to get the money if you have

a $5,000,000 judgment against
you?' is incomplete, since it is in
the context of a derivative action

where settlements and judgments
(having been paid to the company
net of legal expense) simply can-
not be reimbursed under any
circumstances, something still not
understood by too many. The
second item covers availability of

Continued on page 20
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GEI DIRECIORS & OFFICERS
LIABILY 111SURANCE.

And nor just to protect yourself against stockholder
actions, either.

Today's company officials are sitting ducks
for all kinds of litigation - from all kinds of sources.

Third party liability actions, for example,
resulting from mergers-that-went-wrong. Or
damage daims arising from price-fixing charges.
Or from anti-trust suits.

Fact is, there's no end these days to the
variety of ways in which directors and officers may
be exposed to charges of permitting corporate
waste. Committing alleged acts of negligence. Or of
involvement in some allegedly "wrongful"act for
which they,can be held personally liable.

Thafs one big reason why so many organi-
zations are turning to American Home and National
Union for D & 0.

There are others.

Our basic attitude toward underwriting, for
instance: If your risk has been previously declined-
We welcome inquiries from any licensed agent or broker. You don't

-ten, frar.kly, we must examine it seriously and
carefully. But we will examine it We wY# apply all
·01 our long professional experience and expertise to
finding a way to accept your risk.

And, usually, we will find a way.
The same experience and expertise assure

you of other special advantages: For example,
fey'Le enabled us to make our contrad wording
broader. Our deductibles lower. And minimum
iremiums less.

All this adds up to a lot of good reasons why
a lot of good organizations are turning to American
Home and National Union:

We underwrite more of this insurance forour
own account than any other U.S. company. We a]so
write it for many Fortune 500 firms carrying this
cover.Plus non-profit groups, family-owned
businesses, and private companies - more and
more of them each year.

This yeari maybeyoushould check us
have b ie a regular producer to place business with an AIG Company.

out. AH it takes is sixty seconds-and the coupon
below.

r----------------------
i AMERICAll HOME
1 ASSURAICE €OMPAHY
 HATIO,IAL U,11011 FIRE IHSURAOICE
 COMPANY OF PITSBURCH, PA.1

1 Dept. BI025, 102 Maden Lane, New York, N.Y. 10005
1

Please send me n.ore information about your
 Directors and Officers Liability Insurance.
1 Namp

(P.E*SE PAINT·
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1 ArirlreRR
1
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L------------------

/FR Member Conpan·es of
FIA'  American International Group
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'75 RIMS conference

in Dallas, April 20-25
NEW YORK-The Risk and

Insurance Management Society
(RIMS), formerly the American
Society of Insurance Management
(ASIM), will hold its 13th annual

risk management conference dur-

ing the week of April 20-25 in
Dallas, Tx.

The conference theme, "Out of
the Past ... Comes the Future,"
will mark the society's 25th year
as a national organization.

Ronald Reagan, former Califor-
nia governor-turned radio per-
sonality, and Leslie Robert Drew,
deputy chairman of Lloyd's of
London, are both on the program.
The society said in New York
Mr. Reagan had not yet confirm-
ed what his topic will be.

A preliminary program releas-

ed by RIMS includes special
panels on the future of risk man-

agement; the impact of the 1974
Employe Retirement Income Se-
curity Act on employe benefits;
and politican risk insurance.

The week-long conference will
feature a silver anniversary panel
which will look into the future of

risk management, a session on
Canadian risk management and
other sessions on political risk in-

surance, large property losses, in-
ternational risk management, cap-
tives and risk management for
financial institutions.

MINI-SEMINARS in property/
casualty include: products liability,
kidnap and extortion insurance,

property values and inflation, the

NASI system analysis techniques
for loss control, large  deductibles,
self-assumption, workers' com-
pensation and risk measurement.

Employe benefits workshops
will include HMOs, labor negotia-
tions, national health insurance,
group dental plans, Canadian and
international benefits.

Also featured Will be a

panel about the adoption of new
accounting rules proposed by the
Financial Accounting Standards
Board, which threaten loss re-
serves set up by companies that
self-insure risks. The FASB has

urged the elimination of the prac-
tice of accruing for potential
losses.

The various conference pro-
grams are scheduled to take place
at three different hotels in Dal-

las. Industry sessions and em-
ploye benefits will be discussed
at the Sheraton-Dallas Hotel

April 21 through April 23; prop-
erty-casualty exposures will be
handled at the Fairmont Hotel

Ask
your
agent

to nave

AOAQUarE
onyour
aviation

coverages

--

 Ii- -- I

April 23 through April 25. Addi-
tional sessions will be held at the

Statler Hilton.

B.P. RUSSELL, chairman of the

board of Crum & Forster, will be
panelist on the future of risk

management. Others on the panel
include Joe Christie, Texas in-
surance commissioner, and E.
William Alstaetter, Rockwell In-
ternational's director of risk man-

agernent and current RIMS

president.

This year's conference, a RIMS
spokesman said, will also include
a session based on a survey of
how executives view their em-

ploye benefits.
In all, more than 125 sessions,

including 50 mini-seminars, 25
workshops, and 25 industry ses-
sions, are on the agenda for the
conference.

For additional information, in-
cluding programs and registration
forms, write RIMS, 205 East 42nd
St., New York, N.Y. 10017. •

Fmmoneoftheworld'slargest
aviation insurance facilities.

AVIATION OFFICE OF AIVIERICA
INCORPORATED

A GROWING INTEANATIONAL AVIATION INSURANCE ANO AEINSURANCE ORGANIZATION

JACK G. FOLMAR
CHAIRMAN OF THE BOARO ANO CHIEF EXECUTIVE OFFICER

WILLIAM H. ALDERMAN
PRES DENT

7025 EASTEX FREEWAY/ BEAUMONT, TEXAS 77706 / TELEPHONE (7131 892-7025 / CABLE: FOLMAIRINS / TELEX: 779-411

letters
Continued from page 18
D & 0. I did not say it was "Read-
ily available"; it is more readily
available, a distinction with a dif-
ference. Some companies would
love to buy it but cannot. I didn't
"warn" of certain insurers. I said

only a few were underwriting it
independently. All companies with
the same reinsurance in London

will probably not be too com-
petitive with the other. How could
they be? I did suggest a compe-
tent, knowledgeable broker who
understands the subject and the
marketplace (this was not quot-
ed). As to deductibles, I did not
say the usual deductible is $20,-
000. What I said was, "Originally
there was a standard deductible of

$20,000 per occurrence." I said
now there are many variations
including triple deductibles, i.e.,
one per person, one where more
than one person is involved, and
a third for the reimbursement

section. I went on to say the in-
sured should understand that in

the application of split deduc-
tibles, the reimbursement deduc-

tible may be the one used where
claims come under both sections.

Suits against the corporation are
never covered. This is a people
policy; the corporation is involved
only when it can obtain reimburse-
ment from the insurer for having
indemnified its own people. As to
the Employee Retirement Income
Security Act, I did not say, "No
D & 0 policy will take care of liti-
gation brought against pension
plan trustees". Actually, I said I
have personally arranged such

coverage under aD&0 policy.
What I said was there was con-

troversy among lawyers as to
whether the standard unamended

policy would or would not cover.

Stanley L. Wallace

vp, Johnson & Higgins, New
York, N.Y.

Banking thesis
To the Editor: The December

23rd 1974 issue of Business In-

surance contained an article by
Paul R. Merrion on Mr. John R.
James thesis"Risk Management
in Banking" submitted to the
Stonier Graduate School of Bank-

ing at Rutgers University. I would
very much appreciate if you could
advise me where I might get a
copy of Mr. James thesis as it
would be of interest to me relative
to a project presently being under-
taken on this bank's insurances.

I would also be interested in

obtaining a copy of the article
"Top executives: Risk Manager's
influence climbing" mentioned in
your letters column.

G. P. Long

Purchasing Officer, Bank
of Ireland, Dublin

Editor's note: The American
Bankers Asm pubUshed MT.

James's thesis from Stonier. The
ABA can be Teached at 1120 Con-

necticut Ave. N.W., Washington,
D.C. 20036. There is a charge Of
$7.50 per copy. We've sent a copy
of the Tisk mangement article.

An invitation
Readers are invited to re-

spond to stories in Business
Insurance and to events hav-

ing an impact on insurance
and risk management. The
letters to the editor column, at
its best, can provide a valu-
able forum for readers' views

on trends as well as matters

affecting management and
funding of risks. Address
letters to the Editor, 740 N.
Rush St., Chicago, Il. 60611.



Nationwide,
WASHINGTON-Job-related

fatalities dropped 7 % in 1973, to
5,100 from 5,500 in 1972, the
Bureau of Labor Statistics (BLS)
reported in its first nationwide
comparison of overall job-related
injury and illness rates.

The Labor Department said the
entire package of results in the
survey represented "positive evi-
dence that efforts to reduce the

toll of job deaths, injuries, and
illnesses are succeeding."

All five industries targeted for
special emphasis by the Occupa-
tional Safety and Health Admin-
istration (OSHA) because of high
injury rates showed across-the-
board reductions in incidence rates

(the number of recordable deaths,
injuries and illnesses per 100 full-

time workers) .
Assistant Labor Secretary John

H. Stender, head of OSHA, said
these reductions show beyond any
doubt that concentrated attention

to job hazards by a labor-manage-
ment-government team can reduce
work place risks.

THE INJURY and illness in-

cidence rate for all industries

combined, however, only declined
to 10.9 in 1973 from 11.0 in 1972.

OSHA officials noted, however,
there was an increase of 270,000
recordable cases in 1973, largely
due to an increase in employment
during 1973 of nearly three mil-
lion.

Mr. Stender said he believes the

1973 rate does reflect an increase

in reporting accuracy, but also an

overall drop in the frequency of
recordable cases. That offset the

increase in reporting and resulted
in virtually no change between
the two years, he said.

"This is heartening," he said,
"because it means that when the

survey results for 1974 are tab-
ulated, we should see significant
drops in all areas."

The mandatory survey involved
a national sample of about 200,000
private employers. Another 450,-

000 employers were included in
the survey so states could produce
similar estimates. Reported oc-
cupational injury and illness data

were based on records employers
maintain under the Occupational
Safety and Health Act.

The survey also found about
5.9 million work-related injuries
and illnesses occurred in 1973, up
from an estimated 5.7 million in

1972.

LOST WORKDAYS in 1973

due to inj ury or illness amounted
to about 28 million, BLS said,
compared with about 24.7 million
in 1972.

On the average, about one in
every 10 workers suffered a job-
related injury or illness in 1973,
the same approximate ratio as in
1972.

The five OSHA targeted indus-
tries were roofing and sheet metal
work, meat products, lumber and
wood products, miscellaneous

transportation equipment, and

water transportation services.
Despite the 1973 decreases, in-

j ury and illness incidence rates
remained substantially higher in
these industries than the national

average of 10.9.
Roofing and sheet metal dropped

4.2% to a rate of 27.7 in 1973
from 28.9 in 1972; meat products
dropped 3.5% to 27.2 from 28.2;
lumber and wood products
dropped 5.1% to 24.1 frorn

25.4; miscellaneous transportation
equipment dropped 2.7 % to 35.5
frorn 36.5; and water transporta-
tion services dropped 2.6% to 26.2
from 26.9.

OSHA said that because of im-

provements special emphasis pro-
grams will continue but on a
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iob-related fatalities drop 7% in '73
decentralized basis.

Mr. Stender said, "We are test-

ing now, and will put into full
effect July 1, 1975, a program
where each of OSHA's regions
will select its own target indus-

tries for special inspection empha-
sis."

IN THE JOB fatality area, the
largest decrease in the number of
deaths in 1973 occurred in the

contract construction area, which
fell to 1,000 from 1,500 in 1972.

Trenching and excavation ac-
tivities in construction, which
have had relatively high fatality
experience, were among the tar-
gets of special OSHA attention,
BLS said.

Despite the decrease in deaths,
BLS said the contract construction

industry still reported a "signifi-

cant" 4.2 % rise in overall injury

and illness rates in 1973, com-
pared to 1972.

In almost every industry divi-
sion, the very large (2,500 em-
ployes and over) and the very
small (one to 19 employes) re-
porting units showed decreases in
overall incidence rates between
1972 and 1973.

In both 1972 and 1973, about
three in every 10 inj uries and ill-
nesses resulted in absences. The

average number of days lost per
case rose frorn 14 in 1972 to 15

in 1973. The incidence rate of

lost workdays ( number of lost
workdays per 100 full time work-
ers), another measure of severity,
increased from 47.9 in 1972 to

52.0 in 1973.

In what has become the in-

creasingly sensitive area of oc-
cupational illnesses, BLS reported
a decline of over 15,000 illnesses,

%

or about 7 %, between 1973 and
1972. The 1973 total was 195,000

cases, down from 210,000 in 1972.

BLS SAID THAT contract con-

struction accounted for about 626,-
500 recordable injuries and ill-
nesses, slightly over 10 % of the
5.9 million total, while the in-
dustry represented about six per-
cent of the total ernployrnent.

Manufacturing, which account-
ed for nearly one-third of em-
ployment, had almost half the
number of recordable cases.

Among 20 major groups within

the manufacturing division, 10
had incidence rates above the 15.3

all-manufacturing average.
In manufacturing, the highest

rates were generally concentrated
in reporting units of 100 to 249
employes, with reporting units of
more than 1,000 employes or less

than 50 faring better.
Based on preliminary figures

compiled by the Mining Enforce-
rnent and Safety Administration

(MESA), BLS reported that min-
ing, with an incidence rate of 12.5,
exceeded the all industry rate of
10.9 in 1973.

Coal mining, with an incidence
rate of 19.1, was much higher than
the other two maj or groups in the
mining industry-oil and gas ex-
traction ( 12.8) and metal and non-
metal mining (7.8).

Inj uries and illnesses in the
raining industry were also much

more likely to result in lost work-
time, BLS said. Of the nearly 76,-

000 recordable cases in mining,
35,000 or 46%, involved lost
worktime. There were 300 fa-

talities reported in coal, and metal
and nonmetal mining activities
during 1973. m
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Payne favors no-fault as malpractice solution
LOS ANGELES-Describing the

medical malpractice insurance sit-
uation in California as "an emer-
gency," outgoing state insurance
commissioner Gleeson L. Payne
told Business Insurance he pro-
posed the creation of a state-sup-
ported no-fault system of medical
malpractice coverage.

"The problem," he said, "stems
from the fact that, according to my
figures, no carrier in California
has made money in medical mal-
practice and many have lost mon-
ey, in fact, millions of dollars."

He,said the emerging malprac-
tice insurance crisis is compound-
ed by the dramatic decline in the
number of underwriters serving
California physicians. Today, he
said, there are only four: Trav-
elers Insurance Co., C&A Insur-
ance Co., Argonaut Insurance Co.
and the Signal-Imperial Insur-

ance Co. By contrast, as recently
as early 1974 there were 10
underwriters issuing malpractice
policies in the state, he said.
Prior to that, there were as many
as 40 or 50 malpractice under-
writers in the state.

Taken as a whole, California
doctors annually pay between $80
million and $100 million for mal-
practice coverage, according to
Commissioner Payne, who left his
appointive office Feb. 1. He said
that the average doctor in the
state pays about $4,000 a year in
malpractice premiums-although
certain specialists pay as much
as $40,000 annually.

"WHEN PACIFIC Indemnity
bowed out, about 1,000 physicians
were left without malpractice
coverage," he related. That situa-
tion could grow far worse, he

Unfortunately, the chances of your pension plan
taking "early retirement" are greater than ever before.

Simply-because pension planning has become so
complex: growing union demands, spiraling inflation costs,

ever-changing legislation. All good reasons for a growing
. company to seek out the best possible pension advice and

counsel. As offered by the consulting actuarial division
of Alexander & Alexander Inc.

Through first-hand, in-person consulting, our fully·
qualified, professional actuaries can show your company
how to make the most of today's changing trends-and
more important, tomorrow's.

said, if Argonaut Insurance which
covers doctors in San Francisco,
Marin, Alameda and Contra Costs
counties, decides next May 1 to
tell its doctor policy holders that
they will have to look elsewhere
for coverage.

"If Argonaut decides not to re-
new the approximate 4,000 physi-
cians it covers in North Califor-

nia, I see no one on the horizon
who will take these physicians,"
Commissioner Payne declared.

However, if Argonaut decides
to renew the 4,000 policies, he
predicted it will demand a."whale
of a premium increase."

To head off an immediate crisis

in medical malpractice in Califor-
nia, Commissioner Payne said he
has developed a three-step plan.
As a first move, he said he has
asked 10 carriers, including the
four now writing malpractice in

the state, to volunteer to offer
coverage for the next 90 days to
six months.

To create a less inflationary,
more effective, permanent mal-

practice system, he disclosed that
he has suggested legislation that
would mandate property/casualty
insurers in the state to create an

insurance pool to handle the poli-
cies of the physicians left without

coverage.

"UNDER MY PLAN, all prop-
erty/casualty underwriters do-
ing business in California would
have to assume malpractice busi-
ness in direct proportion to the
percentage of p/c business they
write in California," he elaborat-

ed. For example, if a company
writes 1 % of the property/cas-
ualty coverage in the state, then
it would have to assume 1 % of

MA"\11

The whole idea being: to help your company pinpoint
the right level for its pension costs, streamline its plan
administration, and let you get the most out of your
company's hard-earned money.

For more information on pension planning and other
employee benefits, talk to us.

We're Alexander & Alexander. Consulting actuaries
and employee benefit specialists. Risk managers for
business and industry worldwide. Insurance brokers, agents
and consultants.

Alexander & Alexander Inc., Information Services,

Dept. F, 1185 Avenue of the Americas, New York, N.Y. 10036

Alexander
8Nexander

the malpractice business.
At the same time, he acknowl-

edged that his actuaries have in-
formed him that premiums will
have to rise, probably from the
average of $4,000 a year to
$6,000.

To place a permanent lid on
premium cost hikes, he recom-
mended that the state establish a

no-fault system of handling mal-
practice claims, with a set sched-
ule of benefits, similar to that of
workers' compensation.

"We figure that between $40
million and $50 million a year in
California goes to attorneys in-
volved in malpractice cases," he
pointed out. He said that for a
no-fault malpractice insurance
system to be established in Cali-
fornia, state laws must be altered.

The state legislature is current-
ly preparing bills based on his
proposals, he said, adding:

"I've given the (Gov. Edmund
G.) Brown administration my
position paper and administration
spokesmen have expressed con-
cern."

"I'm not too encouraged about
the chances of the legislation's
being enacted," he admitted, not-
ing there will be certain opposi-
tion frorn lawyers.

The public, too, might resist ac-
cepting a set schedule of malprac-
tice benefits, Commissioner Payne
added. This is why he favors a
thorough public airing of the ef-
feet of malpractice costs on over-
all medical expenses. •

Exemption
proposed for
pension /aw

WASHINGTON-The Labor

Department proposed a regulation
that would exempt unfunded wel-
fare benefit plans from a require-
ment in the pension reform law
that the plans be operated as a
trust.

The trust requirements are con-
sidered unnecessary for such un-
funded plans, the department said,
because these plans have no assets
which could be commingled with
assets of persons managing such
trusts.

The regulation defines an un-
funded welfare benefit plan as
paying benefits only from general
assets of the party establishing such
a plan. However, employes cannot
make contributions to the plan,
and the plan cannot maintain a
separate bank account if it is to be
considered unfunded.

Despite this specific exemption,
persons who manage unfunded
welfare benefit plans are still sub-
ject to all .the other fiduciary re-
sponsibilities and reporting and

disclosure requirements of the
law, except those specifically ex-
empted. •

Special Risks Assn.
A new accident/health special

risks association was formed in 

New York. The American Special I
Risks Assn. (ASRA) lists as its '
goals: "To achieve . professional
recognition for its members with-
in the insurance community and to
provide an organized social pro-
gram for the benefit of ASRA par-
ticipants." The association is com-
prised of brokers and underwriters.
Recently-elected officers include

Peter Franco, president, from
Johnson & Higgins; James Amadei,
American Home elected vp; treas-

urer, Al Grippo, Frank B. Hall;
secretary, Penny Zupicich, Alex- €
ander & Alexander. 7
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Most small groups covered for basic
benefits, eyeing more sophisticated

aBy LINDA MOSKOWITZ

NEW YORK-If small business

employers are willing to cope with
higher rates and less flexibility in
their employe benefit packages,
the consensus among insurers and
brokers is that these business own-

ers are able to buy coverage at
costs equalling that of large cor-
porations.

In fact, one broker feels that

small groups are the best targets
for innovative policy sales, as
these groups have a smaller loss
impact to consider when purchas-
ing new benefits.

Dental benefits are one form of

coverage John Buchanan, of
Marsh & McLennan's Riepe, Bu-

chanan & Pipe division, sees as
a "hot item" in the small group
market.

Legal insurance, preventive

health care, and vision care are
other areas which he believes

"can be much more quickly inn-
plemented in small groups;" than
in large corporations.

Yet, despite Mr. Buchanan's
optimism, many insurers remain
cautious toward benefits which
have not yet become part of the
standard package.

DENTAL INSURANCE, cur-

rently the most popular of the
new small-group options, if of-
fered, is usually for groups of 10
or rnore.

No dental insurance for small

groups is offered by the Hartford
Group, where Lawrence Rupp, vp,
claims "there is not much de-

mand for it in these small compa-
nies."

Insurance Co. of North Amer-

ica (INA) also does not offer
dental coverage for small groups.
"We don't see a big market for
it," said John Stozenski, assistant
vp in the group department, put-
ting this coverage on a par with
legal or group auto insurance.

"We think it's purely swapping
dollars," Mr. Stozenski continued.

"It's pretty tough to insure against
normal body deterioration."

While dental care is slow to

catch on in most small-group
insurance packages, comprehen-
sive medical plans, with maximum
benefits as high as $1 million, can
be more easily found.

Mutual Life Insurance CO.

(MONY) offers dental coverage,
as well as a $1 million limit on
major medical, to small groups.

MAJOR MEDICAL policies are
fairly common for small groups
under 10, especially in New York
state, where they' are offered
mostly as supplements to Blue
Cross/Blue Shield basic health
care coverage, and are known as
wrap-around policies.

Life insurance is also a stand-

ard coverage in small-group plans,
but insurers will frequently re-
quire medical proof of insurability
for each member in groups under
10. If such proof cannot be pro-
vided for just one or two mem-
bers, the group may be ineligible
fon group life coverage.

A further restriction on small
groups is a compulsory minimum
amount of life insurance to be
purchased.

The average minimum is $5,000,
claims Jennifer Enfanti, benefits
coordinator of Frank B. Hall. With
groups over 10, this minimum is
often lower or nonexistent, Ms.
Enfanti commented.

Costs in general for the small
group are higher than for groups
over 100; often as much as 15%
to 20 % higher, according.to Mr.
Rupp. But a discount, especially
in the life insurance area can be

obtained by membership in
multiple employer trust (MET).

METS ARE sponsored by in-
surance cornpanies, consulting
firms or professional and state
trade associations, and form one
large group from many small
groups to provide lower insurance
rates.

Regulations for METs vary
from state to state, often requir-
ing these groups to be formed by
industry, or sometimes allowing
membership to remain open-
ended.

Such measures allow the small

company employe to enjoy "more
sophisticated coverage on better

contractual terms," according to
Mi. Buchanan.

"Prices are much more favor-

able," he continued, citing a 20 %
to 30% premium savings with
METs, compared to individual

small group policies, in a con-
servative estimate.

State-wide professional groups
are often more effective than the

national groups, Mr. Buchanan
believes, due to the homogeneity
of a regional group which allows
for clearer understanding of the
group's insurance needs.

Riepe, Buchanan & Piper of
Iowa acts as broker for profes-
sional organizations in the Mid-
west, including the Iowa Inde-

pendent Telephone Assn. (IITA),
made up of 168 telephone compa-

nies, including several large com-
panies and many more small, non-
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unionized, rural operations.

It is the smaller firms, where
automation has had a "shrinking
effect" on their staffs, that Mr Bu-
chanan explains "can hardly buy
anything on their own," and bene-
fit most from professional or trade
association trusts.

THE IITA now offers members

group life, comprehensive health
with major medical and a $250,-
000 per cause maximum limit,
long-term disability, and a pen-
sion plan.

No dental coverage is pro-
vided, although this has been
briefly discussed, according to
Kent Jerome, executive secretary
of the association:

All benefits offered by Riepe,
Buchanan & Piper are provided
on the cafeteria style, which
means no pre-packaged plans and
employers choose options as they
need them.

One new package on the mar-

ket, just under a year old, is All-

,

state's "Business Owner's Deluxe

Policy," which provides liability,
property, casualty, and crime pro-
tection insurance.

Although rates could not be
quoted for this policy, they were
termed "competitive" by a spokes-
woman, who termed sales "smash-
ing."

"We think this is a big mar-
ket," said the Allstate spokes-
woman, referring to small busi-
ness employers, claiming that
"there are many more small busi-
nesses than large corporations in
the country," and adding that the
small group market has been
"largely untapped."

Benefit plans for groups of

three to 25 are also offered by
Allstate including life, disability
income, accidental death, basic

health and hospital coverage, un-
limited major medical, and ma-
ternity benefits.

In addition, Allstate currently
administers seven METs, in as

many different industries. •

How good isMichiganMutual Service?
(Some clients send bouquets ourway!)
Angela Massa, a Michigan Mutual Service Representative, di Theindeed, receive flowers from a lady for whom she handled an auto
mobile claim. Of course, the bouquets don't happen

every day. We really don't expect qr encourage them. policy behind
As a leading insurance writer for over 60 years, we've ourpohcies
always been committed to providing day-in, day-out,
prompt, personal service. We try to put ourselves in your makesthe
shoes when you need assistance. Our special policy has
always been to provide the best in property and casualty difference.
insurance. NOW LIFE, TOOl

Michigan Mutual
**mg Insurance Group' 161/ Michigan Mutual Liability Company

KIP' Associated General Insurance Company
Associated General Life Company

Home Office: Mutual Building • Detroit, Michigan 48226
Regional Offices: Detroit, Grand Rapids, Indianapolis,
New York, St. Louis, St. Petersburg
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Health plan includes
scieening The maximum benefit

payment is $50 in any calendar
year for each insui ed family mem- Safety engineer calls
ber

dental, vision, hearing The Care-Pak plan can be writ-
ten either with oi without deduct- noise standards 'inepf
ibles, Mr Paul explained Aver-

HARTFORD, CT -Ti avelers $1,000 per year age cost of the plan, with no de- HARTFORD-The safety engi- people, in the main, naturally
Insurance Co is marketing a new Care-Pak vision benefits include ductible for the dental benefits, neeling manager of United Air- lose some of their hearing with
gi oup health care package which eye examinations every 12 months, lS $20-$25 per month per em- craft Corp, largest industrial em- age
includes dental, vision, and hear- a pair of piesci iption lenses every ploye, if a deductible is Included ployer in Connecticut, has labeled Mr Martin remarked that the

ing benefits as well as routine an- 12 months and a set of frames for the dental benefits, the cost proposed federal safety standards proposals also include formulas
nual medical check-ups every 24 rnonths will average $11-$12 per employe, foi noise "inept" and, if made that set a lower noise ceiling for

Called the Care-Pak plan, the per month law, a needlessly expensive bur- workers moving from one area to
package is being offered to em- HEARING BENEFITS Include However, the cost will L ary ac- den for employers another during the day than foi
ploye groups of 25 or mote per- 80% of the cost oi the following cording to geographic location and Jimmie A Martin, who lS alSO those staying in one place
sons, according to Christian Paul, tests to evaluate the extent of characteristics of the group, Mr a member of the Connecticut state
vp-underwriting hearing loss, pi eparation and f it- Paul added committee on occupational safe- IN THESE respects, he told fel-

The plan pays 100% of preven- ting of an ear mold and the hear- "This is the first time I know of ty and health, charged that the low committee members, the pro-
tative dental services including ing aid itself Maximum amount that this combination of benefits proposed standards, detailed re- posed standards differ markedly
oral examinations, teeth cleaning, payable for each insured family has been marketed to groups othei cently in the Federal Register, set from the recommendations of both
fluoride applications, and emer- member is $300 in a three year than large-scale ones," Mr Paul excessively low noise levels for the National Institute for Oc-
gency office visits, 85 % of general period stated work places in which employes cupational Safety and Health
services such as x-rays, filings, ex- Medical benefits, which are op- Since Care-Pak's appearance in wear ear plugs (NIOSH) and the department's
tractions and oral surgery and tional, include physician's charges the market in late December, "a The proposals, he continued, al- own advisory committee
50% of prosethetic services The for a physical exam, all x-rays number of proposals are under so tell how to measure a factory's The department staff members,
maximum benefit the plan pays for and laboratory tests, including a consideration," the underwriter effect over the years on workers' he said, did not make the changes
each insured family member lS pap smear and multi-phasic added m hearing, but without noting that deliberately, but, rather, came up

with a careless "cut and paste"
Job adapting i ecommendations

At Mr Martin's urging, the
committee voted to request that
state labor commissioner Jack A

Fusari seek a delay m the process
by which the proposed standards
become 1dw

Significantly, a spokesman for
the Occupational Safety and

I \1. Mi; 1 Health Administiation (OSHA)
i.j j.' ' 11 , j F. 1--i", . of the U S Labor Department has

denied that the proposed noise
standards differ in any striking
way from those recommended by
NIOSH and the advisory commit-

f
tee

The spokesman added that any
differences could be called simply
"cosmetic "

16"/#'f 4- BREAK GLASS 1! ' 2 + He said, moreover, that pro]ect-
ed cutoff date for pubhc comment
on the standards was not rigid,

9 with proposals to be accepted
through the end of January, at

i

wl.ich time the federal agency
will hold public hearings in

%15 VS .4 PULL DOWN .
HOOK

1 .1 ..

Washington

And the proposals, he said,
would not become law until at

least two weeks after the hear-
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Blue Shield
,{, 24192*4&43£/*MO#*28#C

< 'St,j
,

4--/ F HARRISBURG, PA -About 28
million of Pennsylvania Blue

Shield's 62 million subscribers

will expei ience increases amount-
,r»,

Fl ing to $23 9 million a year in theii
monthly Iates beginning in Feb-
ruary, according to the state in-
surance commissioner, William J
Sheppard

The main reason for the in-

2 A
creases ranging from $1 12 to

f $2 63 a month lS to offset a $16
million loss in 1974, Mr Sheppard
explained He added that Blue
Shield had operated at a substan-
tial loss for several years

SURE
"I believe that any further de-

cline in Blue Shield's reserves

would seriously threaten the fi-

nancial stability of the plan," he

we'll provide you with fire insurance added

Because the increase does not

become effective until Feb 1, the
increase for 1975 will amount to

But first, let's make sure you probably won't need it. $18 5 million
A public hearing was held Oct

Our engineers work very hard with you to make sure you won't have a fire 15 on Blue Shield's rate request •
Then we design your Insurance coverage to be the very best available any-

where Just in case you do have a fire Another Poe merger
That's why you should have your coverage tailored-by Protection Mutual Poe & Assoc Inc, a Florida-

#14 GINE based Independent insurance agen-
cy, announced completion of lis

f / 0111% PROTECTION MUTUAL [RS='I merger with the William P Toole
Agency Inc, also located m that

**A m M* Insurance Company state The Toole Agency, whose
entire stock was acquired by Poe,300 South Northwest Highway, Park Ridge, Illinois 60068 · (312) 825-4474

0 will opei ate as a division of Poe, it

OTECl was leai ned
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Require fidelity bonds for pension fund officials
By MARIE KRAKOWIECKI

NEW YORK-A Labor Depart-
ment official here said the final

bonding regulation under the Em-
ploye Retirement Income Security
Act of 1974 will require pension
plan officials to buy fidelity bond
coverage for themselves even if the
plans they administer are fully
insured.

The bonding requirement was
supposed to have gone into effect
the first of this year. But late last
month, the Labor Department was
still advising plan officials to fol-
low directives laid out in the
older Welfare and Pension Plans
Disclosure Act.

Despite wording in the prelimi-
nary form of the new pension re-
form bill, section 412, which reads
that a fiduciary of a benefit plan
need not be bonded if it "is autho-

rized under such laws (of the
United States of any state) to exer-
cise trust powers or to conduct an
insurance business." The depart-
ment official told Business Insur-

ance that the final form of the

regulation will require even in-
sured retirement plans to have
their plan officials bonded.

THIS REQUIREMENT promises
not only to produce a surge of
business in the fidelity bonding
departments of insurance com-
panies, but may soon prove to be
the most violated section of the

new pension reform bill, according
to one life insurance actuary.

Howard Hennington, vp and
chief actuary of the National
Health & Welfare Retirernent

Assn., which functions largely as
an underwriter for retirement
plans of non-profit organizations
in the health and welfare fields,
voiced concern last month that
many of the association's partici-
pants might not realize their obli-
gations to get fidelity coverage.

Mr. Hennington pointed out the
possibility exists that the new law
might require fidelity bonds for
plan officials even if they have as

B Provide new
insurance for
fiduciaries

HARTFORD-Fiduciaries seek-

ing liability protection from losses
resulting from breaches of their
responsibilities as defined by the
Employe Retirement Income Se-
curity Act of 1974, can purchase
a new policy meeting their needs
from Aetna Life & Casualty.

A minimum annual premium of
$450 will provide $250,000 worth
of coverage. There is a $1,000
deductible that is not applicable
to legal expenses.

Policy limits apply to all claims
made within the policy period of
one year. Rates are based on total
assets of the fund and the number

of participants.
Aetna reports "a lot of sales"

so far. The new law becomes ef-

fective January 1, and will hold
fiduciaries personally liable for
the full extent of losses attributed

to violations of the Act. •

Insures Panda pairs
Two pairs of Pandas from China,

scheduled for a permanent home at
the Columbus zoo, are insured for
thirty days in their new habitat by

the Rhulen Agency, a Monticello,
N.Y.-based firm. It is assumed that

after 30 days "the Pandas will
have acclimated to their environ-

ment," according to a Rhulen
spokesman. The agency specializes
in menrind -vab immac

little to do with the plan as writing
out premium payment checks to
their insurance companies.

"It hasn't been settled yet
that this will be the case," the

actuary said, "but if they do make
it mandatory to bond even prem-
ium check-writers, the bonding

requirement of the new pension
law will probably be the most vio-

lated provision of the bill."
Many of the non-profit organi-

zations that buy coverage through
the National Health & Welfare

Retirement Assn. are small opera-

tions with as few as 10 plan parti-
cipants, Mr. Hennington noted.

UNDER PROVISIONS of the

Welfare and Pension Plan Disclo-

sure Act, organizations with fewer
than 26 participants were not obli-
gated to bond officials.

"Not any more," the Labor De-

partment said last month, confirm-
ing there will be no exemptions

from the bonding requirement
even for the smallest retirement

plans.
The Labor Department said it

has no idea what the new require-
ment will mean to bonding depart-
ments of insurance companies.
But one official reached at the fi-

delity bonding division of Aetna
Life & Casualty said there has
been a great amount of activity.

"A lot of people who should
have bonds even under the old

law, but ignored doing so have
been buying fidelity bonds. There
have also been a lot of smaller

operations buying fidelity bonds

for the first time," he commented.
"I'd say about 60% of new fidel-

ity bonding coverage here is writ-
ten for the smaller plans. We have

done some more bonding for me-

dium-size companies, but usually
your larger companies already
have bonding coverage added in
their corporate insurance package."

PRELIMINARY requirements

by the Labor Department on the
bonding issue outlined that plan
officials must have minirnurn

$1,000 bonds and the limit would
extend up to $500,000 bonds. For
larger companies, bonds could be
higher than $500,000, but that
would be decided on an individual
basis.

The Aetna bonding source said
his department hadn't been writ-
ing fidelity bonds with as little as
$1,000 in coverage, indicating that
even the smallest plans were going
for more protection than the mini-
mum required under the new leg-
islation.

"The average size bond we write

in a case like this is usually $5,-
000 to $10,000. The premium de-
pends on the number of trustees
covered, of course. But you can
get $5,000 in coverage for a $133
premium for three years. $500,000
in fidelity bond coverage costs
$750 for the same amount of time.
Both types cover up to five trus-
tees. Ninety-nine percent of your
plans have two, three, or four
trustees," the bonding source said.

Despite the Labor Department's

statement that fully-insured plans
will need to have administrators

bonded, insurance industry offi-
cials are confused about whether

the law will apply to insured

plans.
"As far as we know," one fide-

lity bond writer said, "plans with
insurance company trustees are
exempt, and that's how we've

been advising clients." •

- ls the ICVIOO -
the ultimate business

life insurance policy?
Probably not. Even we, who invented the immediate full cash value

concept, intend to keep looking for ways to improve on it. But until we do
-or until someone else does-the ICV 100 offers advantages never before
available to business life insurance purchasers.

ICV 100 is a permanent, paid-up-at-65 life policy. Premiums com-
pare favorably with those of otlier companies; but unlike any policy previ-
ously available, /CF 100 has guaranteed cash values which are never less

than the total amount of premiums paid.
That means all the money paid in premiums is available for return

upon demand upon surrender of the policy. Every cent - and from the
first day.

lf you need business life insurance for key man protection, or to
fund a buy and sell agreement, it means the total of every premium payment
remains a current asset, causing no impairment to the balance sheet or to
current earnings.

lf you are considering a split-dollar program for your key executives,
it means the insured executive pays no part of the premium; and the
employer's payments are always fully secured by the policy's cash value.
(Of course, the ICV 100 is also available for personal insurance coverage.)

ICV 100 was designed specifically for the self-motivated insurance
buyer. It is marketed by mail. if you wish to receive full details, including
a sample policy, just complete the coupon below.

.....mill.......#.--.Ill.lill=-Ill.

Policy 8369

Financial Assurance, Inc. 900 Grant Street, P.O. Box 2040,
Denver, Colorado 80201

Gentlemen: Please mail me the free information on ICV 100. I understand that filling out
this coupon does not obligate me to purchase anything, or to take any other action.

NAMF -- 
STREET AnnRFff

. 1
CITY STATF

I I
 AGE BIRTH DATF

 OCCUPATION 
1 want to see full details on % of ICV 100 protection at my age.

.

, Financial Assurance, Inc. I
A legal reserve life insurance company

Denver, Colorado
4-81-2-32-14

-AYal. A subsidiary of The Gates Rubber Company 1
Licensed in Colorado. Not available in al states.
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Even the oest commercial fire policy around can't
pay your err'oloyees or your on-going bills when
disaster pulls your earnirgs out from under.

Ard it can't helf you keED operating so ycur Icyal
customers stay loyal custone-s.

Our new combined Blan..et Earnings and Extra
Expenses policy can.

We'll rein- burse yod fo- earnings lost while yolr
b_siness is disrupted and for at least 30 days after
ycu reopen. You cEn adc iD to 360 days if nseded.

We'll cover the expense of setting up a terrporary
O.1eration from you- presert quarters or new locatior
nearoy if it'E possizle.

Otherwise, we foot the b 11 to expedite repairs.

*t++

Even if it means overtime. Becaise the soorer you
gel back in business the fewer customers you Icse

We've els:) done Ewa'/ with f -e old bugaboo, te
standard co-insuran:e clause.

And we re :he only ccrrpany .0 offers -lch broad
ccverage for any nurrber of locations urder on€
pc, icy wi-h cne limit, mak ng it En idea remedy -cr
claims headaches.

It's exac-I'/ this so-t of sound nsurance idea tiat's

been keeping us gong strong s nce befc-e
the Civil War.

Call ar independent agent fo-The St. Dail atcut
oir new comiirled Elan<et Ear-ings and Ex-ra
Expenses coverage odaj. He's in the Yellow Pages.

THE ST. PAUL
COMPANIES

, , b

X

Serving you around the'world...aro.md the clcck
St. Eaul, Minnesota 3,102

St. Paul F,-e and Marine Ins/rance CornM i/, Si. Pau Niercur„ Insurance Company The St. Paul Insl-rance Compaly.



business insurance

18 w) RgED) MG391(\3/2 M
Extra expense of replacement"
insurance must be justified
"Before buying replacement cost insurancethe property owner should determine whether

he would replace the property in essentially its present form if it were destroyed."

By WILLIAM H. RODDA

Pres., Marine Insurance Handbook, Inc.

Chicago, Illinois

NSURANCE TO COVER the replace-ment cost new of damaged or destroyed
property sounds like a very good idea. It is
a good idea where it fits the needs of the
property owner, but it creates some prob-
lems, and it may be expensive.

Replacement of "new for old" is almost as
ancient as insurance itself. Many years ago
ocean marine underwriters established a

practice known as "thirds off." An under-
writer would deduct one third from a loss

payment whenever a ship's hull was re-
paired using new material to replace old
material. However, it developed that this
practice encouraged the use of old material
in making repairs, and this could constitute
a safety hazard.

Underwriters began to waive any right to
take "thirds off." New material was used

to replace old and worn material without
any deduction for the depreciation. This
"new for old" replacement also became
standard in the aircraft insurance business.

It is unthinkable that a used or worn part
would be used in making an airplane repair
because of the possible safety hazard.

RATES FOR OCEAN marine hull insur-

ance and for aircraft hull insurance take

into account the fact that there will be no

deduction for depreciation in adjusting a
repair claim. There may not be any identi-
fiable factor in the rates for the new-for-

old adjustment but the charge is there.
There are many other circumstances

where insurance coverage is actually on a
replacement Cost basis even though it is not
so stated. Insurance policies usually cover
for the "actual cash value" of the property.
(We discussed the meaning of "actual cash
value" in our Business Insurance Perspec-

tive article in the May 10,1971 issue).
There are many situations where the actual

cash value of property is the replacement
cost new. This is the case if the property is
new merchandise which the insured has

bought and is holding for sale.

INSURANCE POLICIES frequently con-
tain valuation clauses that establish insur-

able values which are essentially replace-
ment cost. Transit policies, for example,
may set the value at "invoice price" or
"invoice cost." Other terms appearing in
cargo policies of various kinds are "cash
market value" and "cost to repair or re-
place." These valuation clauses are used in
the insuring of commercial property where
the replacement cost to the insured would
be his actual loss.

Replacement cost insurance in this sense
has been in use for a long time. Such an
insurance policy would be written in an
amount equivalent to the insured's cost.
But some new insurance policies provide
for replacement cost coverage on property
that may be old and subject to depreciation
or obsolescence. It looks attractive to have

an insurance that would replace new for
old but there usually are additional premi-
um costs and there may be other problems.

This availability of replacement cost in-
surance for old property is principally for
buildings, furniture, fixtures, equipment
and machinery. Physicians and surgeons
have been able to buy replacement cost
insurance for their equipment for several
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years. This is available in the special multi-
peril policy program and also in the in-
land marine policies. The special multi-
peril policies (SMP program) also have
provision for replacement cost coverage on

buildings and business personal property,
including furniture, fixtures and equipment.
Some of these policies exclude from this
coverage the kinds of property that obvious-
ly wear out rapidly, such as carpets, awn-
ings, air conditioners, tapestries, and simi-
lar decorative items. Replacement cost in-

surance is optional. The insured has a
choice whether he buys insurance on a re-
placement cost basis or for actual cash
value. When should he buy replacement
cost insurance?

Before buying replacement cost insur-
ance the property owner should determine
to a reasonable degree whether he would
replace the property in essentially its pres-
ent form if it were destroyed. Insurance
companies usually will not pay the replace-
ment cost unless the property is actually
replaced. It is considered that payment of
replacement cost where the property is not
to be replaced would create a temptation to
arson and would thus bring about a moral
hazard. A typical policy restriction in this
respect is:

• The company shall not be liable under
this endorsement for any loss unless and
until the damage or the destroyed property
is actually replaced or repaired by the
insured with due diligence and dispatch.

Another provision limits the amount of
any loss payment to:

• The replacement cost of the property
or any part thereof identical with such
property on the same premises and in-
tended for the same occupancy and use,

THE INTERPRETATION of the word
"identical" in a loss adjustment might cause
some problems. The intent is that the prop-
erty be replaced with new property for the
purpose of conducting the same business in
the same way and at the same location. A
move to another location is intended to set

aside the replacement cost provisions.
It is not so clear whether an insurance

company would pay for the construction of
a one story building, for example, in place
of a two story structure if the materials and
facilities were substantially the same. It
does. appear that an insurance company
would be within its rights if it refused to
pay replacement cost if the new building

Continued on following page

Cafeteria plans adapted to executive choices
"Because of its synergistic effects on an executive's per-
sonal finances, supplemental life insurance is becoming an

important element in improving the utility of cafeteria
compensation."

By JOHN 0. TODD, CLU
Founder and Senior Partner

John 0. Todd Organization
Evanston, 11.

'' HERE HAS BEEN a rash of discussionrecently about cafeteria compensation.
A casual reader might get the impression
that this was a brand new concept-or at
least the resurrection of an approach that
had never been widely used. In reality,
cafeteria compensation is just another name
for the executive compensation plans em-
ployed by a number of U. S. corporations-
and life insurance is a key element of most
of these plans.

To gain a full understanding of this, let
us first redefine exactly what we mean by
cafeteria compensation. Reduced to its es-
sentials, it is simply a plan which permits
selected employes to spend their fringe
benefit and/or bonus dollars by selecting
from a shopping list of incentive programs.
Thus, each executive can tailor his com-
pensation program to his own personal and
tax situation by integrating salary, life in-
surance, pension, and a number of other

prequisites into one overall compensation
program.

Now, in the keen competition for top-
flight executives, corporations commonly
tailor compensation programs to the indi-
vidual needs or wants of executives they
want to recruit-or hold. Almost invari-
ably, the key to the design of these pro-
grams have been legitimate tax deferrals.
Companies which offer cafeteria compensa-
tion programs to their executives as an in-
ducement generally offer alternatives which
allow their key men to build estates with a
minimum tax impact.

WITH EXECUTIVE compensation rising
so dramatically, it only makes good sense
to try to arrange things so that as many of
those dollars as possible go to the execu-
tive rather than the IRS.

This policy has become particularly im-
portant with the trend among major U.S.
companies to relate the compensation of
their executives to their individual perform-
ances. Whether these performance incen-
tives are in the form of bonuses, phantom
stock plans, or other such vehicles, today
they frequently amount to a figure ap-
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Supplemental life insurance is coming into widespread use by maior corporations.
proaching the executive's base salary.

While the trend toward meaningful per-
formance incentives is an encouraging de-
velopment, these hard-earned rewards
often times mean more to the federal and
state governments than they do to the ex-
ecutive involved.

Cash bonuses invariably result in tax
burdens that sharply reduce their value

to the executives and hence their incentive
value to the company. Since a company's
executives are so key to its success, surely
it behooves a company to maximize the
yield of the bonuses its executives earn.

Cafeteria compensation, then, is just a
flexible incentive program that enables dif-
ferent executives with very different per-

Continued on following page



32/bustness insur(mee, February 10, 1975

business insurance

M %3 BED,I#3(IBTLWH\91E
Another complicating factor is the ex- tional cost would be large The additional

istence of laws or ordinances restricting charge for this kind of insurance may be
the reconstruction or occupancy of a build- something like ten percent more than for

Replacement cost insurance ing It may be impossible to rebuild or to identical replacement. This kind of replace-
continue an occupancy that was permitted ment cost insurance usually is a good buy
to exist under a grandfather clause The for the insured

for commercial property . extra cost of complying with such require- When should replacement cost insurance

..
ments is not covered under replacement be bought, and when is it better to buy
insurance without special provisions

44actual cash value" insurancep

. Replacement cost insurance for a

Continued from preceding page (as distinct from real property) is princi- A FORM OF INSURANCE known as building may be Justified if the building is
were entirely different from the old-a fire ply in connection with furniture, fixtures increased cost of construction coverage relatively new and is suitable for continued

resistive structure, for example, in place of and equipment (It has already been ex- might be included with the replacement use in the insured's business.
a wooden building plained that merchandise normally would cost coverage. This is usually written with • Replacement cost insurance for furni-

However, these questions would be sub- be covered for ltS replacement cost because actual cash value policies, but it could be ture, fixtures and equipment may be Justl-
Ject to agreement with the insurance com- the replacement cost and the actual cash included with the replacement cost insur- fled if this property ls new or ls efficient in
pany They could complicate an adjustment value usually would be the same) The ance It covers the additional cost of com- its present form for the insured's operations
of a loss It would be best for the insured insured must ask himself whether he would plying with building laws and similar or- • Premium cost and coinsurance must be

to discuss rebuilding plans with the insur- replace his present equipment, Or 12, lt SO dinances Substantial additional charges considered Coinsurance for replacement
ance company before paying the additional out-dated that he would buy new types of are made for adding this coverage to insur- cost insurance requires an amount of insur-
cost of replacement cost insurance. An equipment 'IAn insurance company might ance where it appears that compliance ance in proportion to the replacement cost
agreement might be reached in advance new of the subect property The additional

regarding the amount of variation m con- cost of such insurance may not be Justified

struction that would be acceptable to the "An insurance company might allow sorne latitude in the • Replacement cost insurance may notbe
insurance company. advisable if the property is old or obsolete,

replacement of equipment... but a technically minded or if ordinances would prohibit replace-

THE AMOUNT OF insurance must be rnent

determined with care The coinsurance adjuster might apply the conditions of the policy literally The businessman should plan ahead as

provisions of these replacement cost poll- to how he would continue in operation if

cies require that insurance be maintained and insist upon identical replacement." his present facilities were destroyed Re-

in proportion to the replacement cost placement cost insurance may be the answer

rather than to the current value. Replace- if he has a modern facility and a good loca-

ment of a fifty year old building with its allow some latitude in the replacement of would be expensive tion However, the extra cost of such msur-

fancy decorations might cost many times equipmentlpethaps if certain kinds of A simple example of this situation affects ance might be used more effectively ln
the price of a new but simpler structure equipment are no longer available. lbut a glass insurance A form of shatterproof glass setting up reserves if the building or equip-
The amount of insurance required for re- technically minded adjuster might apply is now required in portions of buildings ment is old or obsolete Replacement cost
placement cost insurance would be the the conditions of the policy hterally and where people could be injured by glass insurance can be a useful tool-it is not a
amount required to duplicate the old insist upon identical replacement Woulclf breakage Glass insurance usually is sold panacea m

building with all of its fancywork, The the extia cost of insurance on a replacement on a replacement basis, but this mtends
premium would be computed on the basis cost basis be justified? What would be the identical replacement The additional cost of William H Rodda, a CPCU and a mem-

of the dollars needed to rebuild the old effect of the coinsurance clause as i elated the shatterproof glass is not covered. An ber of phi Beta Kappa, graduated with
structure This could be very expensive to replacement cost9 Agreement, or at least insurance company may walve the right to honors from Rutgers University. He is the
where the replacement cost of the an understanding, between the insured and charge the additional cost to the insured president of Marine Insurance Handbook
existing building would be out of line with the insurance company regarding the in- where the difference is small. Inc, which publishes the standard inland

the needs in a modern facility terpretation of the word "identical" would However, insurance can be written to marine msurance Tate book for agents,
The application of replacement cost in- help to avoid a dispLte after a loss had cover the total cost of the new glass if the and he is a consultant to numerous com-

surance to commercial personal property occurred amount of glass is extensive and the addi- panies in the multiple line field

Cafeteria compensation
That's the only really new development radical new idea, that's just good bum-

in cafeteria compensation-improving its ness .

utility The pressures are perhaps greater
today, but forward-looking companies have Mr Todd is one of the life znsur(mee
always sought ways to maximize the bene- industry's distinguished undertonters and

Continued from preceding page use by major corporations such as fits of each compensation dollar. In the has served as president of manv organ-
sonal and economic situations to maximize General Electric, the Hanna Mining Co., modern tax environment, that means some izations, among them the Million Dollar
their yiekis To this end, a number of inno- Chase Manhattan Bank, Prentice Hall, and degree of individual choice as to the form in Round Table and The Assn. of Advanced

.vative programs have been developed One Cargill, to mention a few, it is Just one of which an executive receives his pay Call it Life Underwriters Long associated with
of the most interesting 15 supplemental life the elements of today's executive compen- cafeteria compensation, flexible compensa- the Northwestern Mutual Life Insurance
insurance The advantage of supplemental sation package Because of its synergistic tion, or any of the other buzz words so Co of Muwaukee, he ts also now senior
life insurance lS that it simultaneously en- effects on an executive's personal finances, popular today, the basic approach is to pro- partner in the John O Todd Organization,
ables an executive to obtain protection for supplemental life insurance is becoming an vide greater satisfaction for the executives which sppecializes in business insurance
his family, safely build his estate, and re- important element in improving the utility by getting more net dollars to him for a with emphasis on executive compensation
duce his tax burden To derive these incen- of cafeteria compensation given level of corporate cost. That's not a programs

tive values, the company pays part or all of
the premiums While this involves a sub-
stantial outlay for the company over the
years, it is guaranteed to recover this outlay RISK MANAGEMENT NOTES
at the executive's retirement-plus a factor
for the cost of money if it so desires.

In a sense, such a program does not even
represent a cash drain for the company if 11
customarily provides incentives for its exec- Valued U&0 form reinterpreted
utives through bonuses or integrates supple-
mental life insurance into a fixed ceiling By WARREN, McVEIGH, GRIFFIN cy policy were not to compensate for the the insurer will be completely reimbursed
compensation program The cash that would & HUNTINGTON loss of the facilities, themselves, but for by a surcharge on subsequent premiums
have been spent on bonuses is instead used risk management consultants deprivation of the use of the facility, such This will develop complete deductibility
to pay premiums San Francisco-Newport Beach

proceeds will not qualify for capital gain as an insurance premium If no loss oc-
treatment under Section 1231 of the Code curs, the premium should be insignificant.

MANY VARIATIONS of the premiums TT HAS OFTEN BEEN stated that one even though the facilities are Section 1231 If a loss occurs, the insurance recovery

division between employer and employe 1advantage of a valued form of business property " excess of book value will then be treated

are possible, so the tax impact can be interruption (one that pays a stated amount as an involuntary conversion of property

placed wherever lt lS to the best advant- per day of shutdown) over an actual-loss- ACCOUNTING FOR LOSSES and taxed at capital gains rates.

age The executive only pays taxes on the sustained form is that recoveries are treated In the back of most risk managers' To illustrate Property worth $ 1 milhon

imputed benefit to him, which the IRS de- as capital gains rather than ordinary in- minds, as they deal with their retained is on the books at $100,000 If fotal loss
fines as the cost of term insurance at his come This assertion can no longer be made risks, is the fact that if a loss should oc- is uninsured, net loss is $1 million less
attained age. If the executive pays some Revenue Ruling 74-444 states. Cur, it would be tax deductible. This, $48,000 (tax credit on $100,000 deduc-

part of the premium costs, this contribu- "Taxpayer entered into a valued use and however, may not always be so, since a tion), or $952,000
tion is a credit against such imputed occupancy contract with an Insurance com- deduction cannot exceed the asset's book If loss iS insured as described, net loss

taxable income. pany The taxpayer s production facill- value Therefore, on old equipment which is $1 million less $480,000 (tax credit on
Such an arrangement is clearly a strong ties qualify as Section 1231 property How- has been thoroughly depreciated or for additional premium) plus $315,000 (cap-

inducement for executives, and companies ever, the proceeds received under the use property carried on the books at artifi- ital gains tax on $900,000 involuntary
are taking full advantage of lt for recruiting and occupancy policy were not for the pro- cially low figures, there may be little or conversion), or $835,000 This lS an ad-
and for holding key executives. Moreover, duction facillties themselves, but for the no tax deductibility following a loss vantage of $117,000 for the insured ap-

such a program can be adopted without any right to use them Proceeds received for the Where this situation prevails, it may be proach (about 12 % of the principal

adverse effects on operating ratios Premi- use of property are in the nature of rent possible to attain tax deductibility through amount) and may well be worth the small
ums paid by the company are not deduct- because they provide compensation for the a special arrangement with your property annual service fee (premium) for the in-
ible as expense nor chargeable against P&L deprivation of use of the property for a policy. Include this coverage with a rat- surer to add this to the policy (All this

Although supplemental life insurance period of time Accordingly, since the pro- ing plan so that only a token premium assumes profits taxed at 48 % and capital
5 coming mto mereastngly widespread ceeds received under the use and occupan- is paid until a loss occurs After a loss, gains at 45%.)



Insurers operating in NY told to
regularly report profits on plic lines

NEW YORK-The New York

insurance department issued a new
regulation requiring insurance
companies to publicly report their
profits in this state on 19 lines of
property and liability insurance.

A spokesman for the department
told Business Insurance the mea-

sure could provide corporate buy-
ers of insurance with more evi-

dence to help them determine to
what extent, if any, their prem-
iums were boosted due to invest-

ment losses in the industry.
One of the most innovative as-

pects of the measure is that it will
force insurers to report not only

premium income, but all realized ,
gains and losses, including in-
vestment results.

The regulation, which applies
to 1974 earnings, is the first state-

adopted measure of its kind, ac-
cording to the New York depart-
ment.

The new profit measurement
methodology provides for the com-

putation of New York profits on
two bases: the company's own in-
vestment income (including under-
writing income) and net worth and

assets; and secondly, a combina-
tion of the company's own under-
writing income with industrywide
average investment earnings, net
worth and assets.

Some industry estimates for 1974
placed stock market losses by in-
surers as high as $6 billion. Ac-
cusations by some corporate insur-

State issues

industrial

safety forms
OLYMPIA-The Washington

State safety regulations requiring
all state employers to keep cer-
tain occupational injury and ill-
ness records will become effec-

tive July 1, 1975, said William C
Jacobs, director of the Depart-
ment of Labor & Industries.

He said safety record forms
which will meet the requirements
of the Washington Industrial
Safety and Health Act (WISHA)
are available from any the de-
partment's service offices through-
out the state.

The new WISHA record-keep-
ing requirements apply to virtual-
ly all public and private employ-
ers regardless of the number of

their employes.
Starting January 1, employers

who keep WISHA records will be
exempted from the record-keep-
ing regulations of the U.S. Depart-

ment of Labor's Occupational
-Safety & Health Administration.

"Information recorded by em-
ployers will assist the department
in improving its safety services,"
the director said. "It will also

help employers identify any con-
tinuing safety problems in their
own work places."

Th& WISHA record-keeping re-
quirements ask employers to
record each work-related injury
or illness and to inform employes
of these incidents following each
calendar year.

Employers will keep their
records at their work place for
five years unless a variance to do
otherwise has been granted by the
department; Records will not be
mailed tg the department.

Department inspectors will re-
view the employers' records dur-
ing regular workplace inspections,
Mr. Jacobs noted. A mandatory
penalty of up to $200 will be
charged against employers who
fail to keep accurate records. •

ance buyers to the effect that the
companies raised their prices to
make up for investment losses
followed these estimates, and have
been a source of contention be-

tween buyers and sellers of com-
mercial policies.

EARLY THIS month, an insur-
ance department spokesman said
that while the new regulation could
not provide conclusive data cor-
relating premium increases to

stock market losses of insurers, it
might provide risk managers and
corporate insurance buyers with a
valuable set of records to help
them make judgments in that area.

He cautioned against reviewing
figures for only one year, however.
"One has to review investment re-
sults over a long period of time,"
the spokesman warned.

The new regulation is part 165
title 2, of the official compilation
of codes rules and regulations

The Spirit of
Independence
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(regulation 70) of the insurance
department. At a public hearing
on June 19, 1974, representatives
of the insurance business objected
to the proposed inclusion in profit
computations of unrealized capital
gains and losses, and to the mea-
surement of profits on the basis of
net worth.

THE INSURANCE department
decided to retain those features.

The regulation builds upon prof-
it measurement studies conducted
by both the New York insurance
department and the National
Association of Insurance Commis-

sioners. Its inclusion of investment
income in the profit measurement
and use of net worth in the compu-

tations, however, goes beyond the
NAIC approach.

Insurers will have until April
15 of this year to file profit re-
ports with the New York insur-
ance department on their 1974 in-
come. The profit measurement and
reporting regulation will form the
basis for, and will be followed by,
a second regulation defining "ex-
cess" or "windfall" profits by in-
surers, the department said.

New York's no-fault automobile
insurance law and the energy
crisis insurance consumer protec-
tion law require insurance com-
panies to refund to policyholders
any excess profits earned in the
three-year period from 1974

through 1976. m

The Cowboy , k

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

was the spirit of independence.

Your independent insurance agent serves you with similar honesty and fierce practicality.
He feels he can best serve his customers and himself by maintaining his freedom of choice in
the companies he represents. He is not shackled by single corporate loyalty.

Grain Dealers Mutual works through independent agents and we believe their freedom
of choice results in better policy holders for us. Yet, this same freedom means we are com-

peting for their business, so we must offer them ' GRAIn DEALERI mUTUAL
the best possible product, service and assistance. insurance compong
And we are.

Indianapolis 46202 · Omaha 68202 · Greensboro, NC 27405
San Francisco 94104 / Member: Improved Risk MutualsYou benefit. They benefit. We benefit. Food Industries Federation of Mutual Insurance Companies
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Must build cost control

into prepaid legal plans
NEW YORK-"Some cost con-

trol (for prepaid legal insurance)
must be built in from the start,"
said Howland G. Keller, director
of group legal services for INA
Corp. "Just how to go about it is
one of the controversial issues of

the day."

"The trick is to take the im-

proved delivery resulting and yet
avoid the cost spiral ( such as the)
consequent threat of national
health which now worries doc-

tors," he told the Practicing Law
Institute here.

Regulation is important, he con-
tinued, because "the potential for
abuse and resulting injury to the
public requires some sort of watch-
dog. A few dishonest promoters
with their activities well-publi-

cized could severely hannper de-
velopment of prepaid legal service

programs and damage the image of
the legal profession," Mr. Keller
said.

BUT REGULATION by law-
yers themselves is not enough, ac-
-cording to Mr. Keller. "Current
regulation...is aimed at the
quality of services. There is very

little attention paid to financial
stability," he added, referring to
the need for adequate reserves.

In Mr. Keller's opinion the
California Legal Insurance Bill is
notable because it allows experi-
ence rating on an account basis.
"This means that different going-
in rates can be charged to different
groups based on identifiable char-

ABurns Central Alarm
might have prevented

this disaster.

Three million fires in
the U.S. last year-

thati one fire every 9 seconds.
Business and property own-

ers suffered a two billion dollar

loss. Will you be next? Lost ir-
replaceable records or facilities
can put you out of business for
good. Lost time off the market
delivers your business to your
competitor.

A Burns Central Alarm Sta-
tion is always turned on, pro-
tecting your business around
the clock. Detection devices in-
stalled on your premises con-
nect to a Burns Central Station

where trained personnel moni-
tor incoming alarm signals 24
hours a day. Heat, smoke or
sprinkler activation is immedi-
ately and automatically sig-
naled to the station and Burns
operators swiftly dispatch help.

Central Station fire alarms
are just one of Burns electronic
security systems- Others in-
clude outdoor perimeter detec-
tion .and building intrusion
devices, access control sys-
tems, hold-up · alarms, safe or
vault protection, and remote
surveillance systems.

For more information, please
mail the coupon.

Mr. Ashley W. Burner
Burns International

Security Services, Inc.
320 Old Briarcliff Road

Briarcliff Manor, N.Y. 10510

mill
Please send me full infor-

·mation on Burns Central

Station security services
( ); other electronic serv-

ices( 1 BY

Namp

Titlp

Company

Addm..

State-Zip_- ,#
I '
..

In Canada, Burns is %,0 S.I.S. Ltd., Toronto.

acteristics of the group. Without
this provision the insurer must
charge the same rate to all groups,
then wait for the account to de-

velop its own experience before
revising rates," he said.

Because of marketing and ad-
ministrative experience, Mr. Keller
believes insurance companies are
ideally suited to act as interme-
diary between lawyer and client.

Insurers see advantages to the
pooling approach such as modifica-
tion of adverse selection, simpli-
fied administration and stream-

lined premium reporting and
claims verification, according to
Mr. Keller.

"When prepayment is used to
improve delivery of a service,
certain functions must be per-
formed... Sorneone must do

them," he said.

"RECORDING accuracy is par-
ticularly important where the rate

is adj usted depending on account
experience, Mr. Keller said. "In-
surance carriers have developed
the necessary forms and computer
softward to handle legal insurance

program enrollments and claims
payments."

"Viewed in a marketing sense,
delivery of legal services rep-
resents a classic textbook situation

in which the seller (lawyer) and
buyer (client) are not getting to
gether."

"Fear of cost, inaccessibility of

attorneys, inability to recognize a
legal problem and unwillingness
to enter an unfamiliar relation-

ship-are the reasons why middle
income earners don't make ade-

quate use of lawyers," Mr. Kellei
said. He also blamed the restric-

tions placed on lawyers by the
Cannons of Ethics. •

RIMS election
The New Jersey Chapter of the

Risk & Insurance Management So
ciety (formerly American Society
of Insurance Management) re-
cently elected officers for 1975:
President-David P. Gray of Bee-
ton, Dickinson & Co.; vp-Fred B
Molineux of Foster Wheeler Corp.,
secretary-Leonard Zawodniak of
J. B. Williams Co. Inc., and treas
urer-Wilson King of the Boy
Scouts of America. Two new di-

rectors were elected to the board

of directors: Diana Sinkey of
Thomas J. Lipton Inc., and Spenc-
er Rankin of C. R. Bard Inc.

4 14

Ge,ffrey J. BL-ms, who is retiring this month as second vp for insurance
administration from the Continental Illinois Bank, is congratulated by
William Altstcetter, national president of Risk and Insurance Manage-
meit Society R MS) at the January dinner meeting of the Chicago chap-
ter. Mr. Burns. who has served as treasurer of the chapter for several
years and was one of its early members, was made an honorary member.
Janes A. Crawford formerly insurance officer under Mr. Burns at the
bank, will be tiking over his responsibilities as Mr. Burns leaves for an
extended vacation in Texas and Florida. Cliff Manning photo

We are careful
about the Insu rance
Companies that meet our
branding requirements.

JH.Blades&Co.,Inc.
F.O.Box 22003 · Houston 77027 · (713) 526-6551
F.O.Box 17187 · San Antonio 78217 · (512) 826-2378

To reach ustol free, simplyaskyour local operator in the following cities to
call the numbe- listed for you r city.
· \Iew Orlears Enterprise 7021 · Los Angeles: Zenith 9-0216
· Dallas, Austin or Corpus Christi: Enterprise 70216

Toolsfor todayk decision makers.

\ \ As inflation drives costs

higher and higher, many

corporations are

Yesterday's amouncs of insurance can't possibly cover today's
or tomorrowls losses. "Indexing Inflation" and"How not to
cookyourcorporategoose"tell y)u how to keep your
property values current and covered; and suggest practical
steps to protect your investment. Yours for the asking.

Write: Dept.800,1645 Beverly Blvd., Los Angeles,
California 90026. Cr contact ycur area MIS office.

appraisals by
Marshalland Stevens

Offices around the world  A unionamerica Company



Settlement . . .
Continued from page 1
tlement of more than $7.1 million
"would be set aside as excessive."

THEY ALSO said that there was

"no appellate authority in Mary-
land to sustain the verdict in a
case such as this."

Whatever the outcome, the case
has caused concern about liability
exposures among apartment and
office building operators in the
Washington, D.C., area.

The killer was inside the apart-
ment building as part of a furni-
ture moving crew employed by
Certified Furniture Leasing, of
Capitol Heights, Md., a National
Service subsidiary.

The men had been brought by
a building employe to an unoc-
cupied apartment where leased
furniture was to be removed. The

building employe opened the
apartment for the movers and then
left the scene.

The crew returned after lunch,
when the killer, Robert E. Wat-
son, had been reported drinking
Mr. Watson strayed from the
worksite, forced his way into Mrs
Barbara Blum's nearby apartment,
and then raped, stabbed, and
strangled her while her two small
children were present.

The body was discovered when
Mr. Blum returned from work

that evening.

THE JURY found National

Service guilty of "negligent hiring"
for failure to learn that Watson

had a previous felony conviction
The company since has begun
screening all prospective employes
for criminal backgrounds.

IFC, as building operator, was
found negligent because the build-
ing employes had failed to eject
the movers from the building even
though they had been drinking.

They were also found guilty of
"reckless indifference to others"

for falsely leading tenants to as-
sume the building was secure.

A spokesman for the Apartment
and Office Building Assn. of

Metropolitan Washington said the
El Dorado Towers had, "by all
standards I'm aware of, a typical
security system, somewhat better
than most."

That included a guard on duty
in the lobby from 3 p.m. to 11 p.m.;
a foot patrol of the grounds from
6 p.m. to 2 a.m.; and a motor
patrol of the grounds from 11 p.m
to 7 a.m.

Doors to the building were
locked from 11 p.m. to 7 a.m.

One damaging aspect of the

White House

pension meet
set for May

WASHINGTON-Employ bene-
fits officials are expected to be
among a 20-member delegation
from the pension industry that
will meet with White House offi-
cials for an afternoon conference

tentatively set for May 7.
White House officials for sev-

eral months have. been meeting
informally with representatives
from various industries, but this
is a first for representatives of
the pension field.

The delegation is being formed
by the sponsoring organization
for the May session, the Wash-
ington-based Assn. of Private
Pension and Welfare Plans.

Also expected to be in the
group are investment profession-
als, actuaries, and benefits con-
sulting men.

The association is expected to
finalize its delegation list some-
time this month. •

case was that the building complex
had had several incidents of sexual
assault in the 18 months or so
previous to the murder, however.

"Every one feels very confident
that the reward will be reduced
substantially, but I don't feel per-
sonally that that's any salve to my
fears for the future," the spokes-
man said. "Absolute security is
impossible.

"I BELIEVE our premiums, if
this kind of case holds up, are
going up substantially," he said.
"I don't think anyone will ever
again advertise security as a
benefit."

A spokesman for one liability
underwriter, not involved in this
case, said he did not expect the
huge award to reflect on the pack-
age liability in excess liability
markets.

He said his firm had establish-

ed no new criteria recently for the
apartment house security of its
insured.

Self=insureds must pay
price for excess lines

NEW YORK-Excess lines of

coverage for self-insureds is be-
coming increasingly more diffi-
cult and expensive to obtain, Wil-
liam D. Hare, senior vp-Fred. S.
James and Co., insurance brokers
told a meeting of the New York
chapter of the Society of Char-
tered Property and Casualty
Underwriters. i

Speaking on a panel discusion
on the various aspects of self-in-
sured retention plans, Mr. Hare
said "The capacity is there, but the
client must be willing to pay the
price," in an era of double-digit
inflation, a declining stock market
and severe underwriting losses
experienced by many firms.

Mr. Hare advised pooling of
resources as a defense against a
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deteriorating market in order to
gain coverage.

Michael F. White Jr., vp-S.W.S.
Risk Management Services,
another panel member, noted the
information required by excess
carriers in order to quote a cost
for excess coverage.

PREMIUM history and loss his-
tory by line for the last three
years, estimated premium for the
ensuing year by line, exposure to
special hazards, risk locations, de-
tails on all claims in the past five
years and the coverage desired are
the basic factors taken into con-

sideration when quoting a pre-
mium, Mi·. White said.

Discribing the services available
to self-insures by a services com-

pany, Mr. White noted that com-
puter generated loss reports are
an extremely important function.

Claim reports tailor-made to
meet the needs of each client are

reported separately for each cor-
porate unit and provide informa-
tion for inter-unit comparisons
while pinpointing trouble areas.

"Although insurance against cat-
astrophes is a necessity for most
businesses, it must be recognized
that insurance is an expensive
mechanism for covering risks a
company can afford to assume,"
S. Peter Law, corporate director
of insurance, U.S. Industries, the
third panel member stated.

The risk manager must examine
the individual situation line by
line, Mr. Law pointed out, and
analyze all areas of self-absorp-
tion including hidden absorptions
involved.

A definite advantage of a self-
insurance plan, Mr. Law added,
is that it promotes loss prevention
in the plant. •

RBH Will Shape UpYour
Marine Insurance Program

1

"At Sea" intaglio in colo by Se gio Gonzalez To ne o © 1966

Specialists in marine insurance at Rol ins Burdick Hunter
constantly answer these and hundreds of other questions.

For over 75 years RBH has served clients engaged in world trade.
Today, our multinational network of offices, leading
correspondents on all continents, and access to world insurance
markets can provide importers and exporters with the broadest
coverages at highly competitive rates.

RBH insurance specialists can serve you on your risk problems
whether your business is local, national or multinational.

"Do we need

warehouse insurance

in Bankok?"

"Is All Risk-

Warehouse to

Warehouse coverage
the same in Italy
as Indiana?"

"What's General

Average? How do

we get release of
the cargo?"

"Is Loss of Charter

Hire Involved?"

...

Multinational Insura

ROLLINS
BURDICK
HUNTER
CO.
nce Brokers

Growing in service

Headquarters:

10 Sol,tf Riverside Plaza,
Chicago, Illinois 60606
1312) 454-1400
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Life, health underwriter
put into conservatorship

LOS ANGELES-Union mem-

bers who were insured by Coastal
Insurance, a life and health under-
writer which was placed into con-
servatorship by the state insurance
commissioner's office Jan. 6 don't

seem to be suffering any undue
apprehension.

Coastal Insurance is a wholly
owned subsidiary of HMO Inter-
national, a company that adminis-
ters prepaid health plans and is
involed in a long-standing inter-
nal battle for control.

A spokesman for the state com-
missioner's office said that "the
reason we took over Coastal Insur-

ance is that its balance sheet

showed it to be insolvent."
He said Coastal's loss ratios ran

as high as 100% and even as high

as 140% to 150% for certain
groups.

However, he noted that accord-
ing to his office's analysis the com-
pany's liabilities exceeded its as-
sets by about $200,000.

THE SPOKESMAN said that
his office has told Coastal that it

will terminate materially unprof-
itable insurance and channel its

assets into preserving profitable
business. Under California statute,
the conservatorship will be termi-
nated if the company returns to
profitability. If it fails to do this,
it is liquidated.

About 40 groups of insureds,
both large and small, were affect-
ed by the takeover, according to
the spokesman for the state corn-

0- 0

missioner's office. He explained
that workers insured by the HMO
subsidiary had the option of being
insured by Coastal or being
insured by California Medical
Group, a prepaid health plan op-
erated by HMO International.

Members of three unions at Roy-
al Industries, Pasadena, are in-
sured by a combination of CMG
and Coastal, according to Ken
Pearson, vp of industrial relations.

He said that the three unions

are: the Machinists, IAM, local
906, the United Auto Workers, 10-
cal 509 and the Operating Engi-
neers, 1ccal 6. Of the approximate
400 members in the three locals,
he said about half were insured

by Coastal, the other half by CMG.

"For the 200 people involved,
we're now in the process of tak-
ing bids from new carriers," he
said. He noted he has obtained a

second time extension that allows

him until Feb. 28 to locate a new

underwriter.

Thus far, no union member has

expressed any great apprehension
about the fact that their life/-
health carrier has been taken over

by the state commissioner's office,
he said. "And I don't foresee any
problems, either," he added.

SIMILARLY, John Calvin, with
the brokerage firm of Elwell Aver-
beck, Pomona, said the eight or
nine groups formerly insured by
Coastal which he is representing
have not been traumatized by the
experience of losing their life/-
health carrier. "I don't think I'll

have any problems in replacing
them," he asserted.

HMO International, the parent
company, meanwhile, reported
losses for the fiscal second quarter
and for the first half compared
with profits for the same periods
a year ago.

Dr. Donald K. Kelly resigned
as president of the firm as part of
an agreement with a dissident
stockholder group. But the agree-
ment was later dissolved. •

[3 CHUBB/PACIFIC INDEMNITY GROUP
of Insurance Companies

100 William St., New York, N.Y. 10038 · 3200 Wilshire Blvd.,Los Angeles, Calif. 90010

$10 million
suit filed in

Golden West

Airline crash
LOS ANGELES-Golden West

Airlines is thought to have more
than adequate insurance to cover
any outcome of a $10 million dam-
age suit filed here last month fol-
lowing the crash of a commuter
transport plane which killed 14.

The suit was filed in Norwalk

superior court seeking damages in
the death of James H. Krieger, a
prominent Riverside, Ca. attorney
who was a passenger in the Golden
West plane. The commuter flight
collided in midair Jan. 9 with a

single-engine private plane, spat-
tering wreckage over a two-mile
area of Whittier, Ca.

Ten of those who died were pas-
sengers in the commuter plane,
and another two were crew mem-

bers on the Twin-Otter prop jet.
The flight instructor and a student
aboard the Cessna 150 private
plane were also killed.

The commuter flight was en
route from Ontario to Los Angeles
International Airport, while the
Cessna 150 had come from Inng
Beach Municipal Airport.

LIABILITY insurance under-
writer for Newport Beach-based
Golden West Airlines reportedly is
Southern Marine & Aviation In-
surance Co., New Orleans. Insur-
ance adjusters believed the airline
has sufficient liability coverage to
cover the collision and any law-
suits arising from it.

Ned Good, the attorney filing
the lawsuit against Golden West
and Cessnair Aviation for the

death of Mr. Kreiger, told Busi-
ness Insurance he estimates Gold-
en West's liability coverage to be
in the neighborhood of $50 million.

Golden West declined comment
on the matter. Cessnair also de-

clined to reveal its liability insur-
ance coverage.

Both planes were said to have
been operating under visual flight
rules when the accident occurred
in late afternoon in clear weather.

Lynn Hink, acting director of
the Federal Aviation Administra-

tion western region, later reported
that while the commuter plane was
visible on the radar scopes at the
control tower when the collision

occurred, the Cessna private plane
was never seen. I

Board issues

tank car rules
WASHINGTON-The Hazard-

ous Materials Regulations Board
has required shippers, effective
immediately, to notify railroads
when they use tank cars without
head shields to transport flam-
mable cornpressed gas.

The notification must be in-

cluded on shipping papers, the
board said.

The board in late last year re-
quired railroads to treat such ship-
ments in unshieldea cars as they

would poisons or explosives in all
switching operations. •

L.A. agents merge
Berny Byrens & Assoc. Inc. re-

cently merged with Abbott, Bel-
mont & Lawrence Insurance

Agents & Brokers Inc., both based
in Los Angeles. Mr. Byrens will be
appointed senior vp of Abbott,
Belmont & Lawrence. Lawrence

Rosenbloom, president of the firm,
is a Los Angeles County construc-
tion commissioner.
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NY Blues request 22% average rate increase
NEW YORK-An average in- chiatric hospital or the psychiatric for 657,000 subscribers enrolled in These adjustments, if approved, ing to Mr. Werner, other factors

crease of 222% in the rates for division of a county or municipal the various programs that supple- are anticipated to be effective un- are cited for new increases
present benefits, reaching approxi- hospital, ment Medicare til the spring of 1976, said presi- These include rising hospital
mately 3 4 million subscribers, was • extending full coverage in an Approximately 3,000 contracts dent Edwin R Werner costs for food, fuel and other ·
requested by Blue Shield and Blue approved premature nursery from covering Queen and Nassau Coun- supplies, and higher collectively-
Cross of Greater New York the present 44 pounds to infants ty residents enrolled in the plan's THE LAST INCREASES in rates bargained hospital wages, salaries

The Blues also seek permission weighing up to 55 pounds, prepaid group practice program for hospital and Medicare supple- and fringe benefits
to increase rates an additional 56% • eliminating the present elev- operated in cooperation with Inng mentary coverages, averaging 7 4 % A recently enacted New York
to provide improved benefits en-month waiting period for treat- Island Jewish-Hillside Medical and 58% respectrvely, went into law requiring the plan to double

Applications for these changes ment of congenital anomalies in Center will be scheduled for two- effect on April 1, 1974 its payments to hospitals as of 1975
will affect 45 % of the plan's mem- children covered under family con- stage increases, if the proposal is While the plan has tried to im- to subsidize losses sustained as a
bership and have been submitted tracts approved plement various cost control mea- result of rendering services to all
to the New York state insurance The projected increases for sures in the past, such as trying Tatients using clinics and out-
department. ADDITIONAL increases re- these members are an average of to "llmlt cost Increases ln hospitals patient facilities, has also neces-

Proposed improvements in ben- quested include rate hikes rang- 17 4 % for March 1, 1975 and to the level of the inflation rate sitated rate increases for this re-
efits include ing from 56 cents to $1 35 a month 10 3% for January 1, 1976 of the general economy," accord- gion.

• increasing by $200 the mater-
nity indemnity allowance,

• covering the cost of appropri- 5 %

ate blood products used outside the
hospital for treatment of hemo-
philiac patients, , 1 t

• providing 30 days of benefits
each year for acute mental care
not only in a general hospital (as at

.

present) but also in a private psy- e*.

t

4

l
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r

LOS ANGELES-The state at-

torney general's office filed a

j
r r,*4**A
-1

1%
faihng to pay more than $2 mil-
Lion of its subscribers' medical
bills 1 B'.

J

A spokesman for the State At- 4#*b
S

torney General's office said that Y

f.l
National Prepaid Health Plan Inc.
(NPHP) was the largest prepaid -1

6

health plan company in Califor-
nia-a state which one source

said has about 80% of all HMOs

»

in the nation-to have been serv-
ed with a suit.

NPHP lS currently in hquida-
\/7

tion, it declared bankruptcy in 0.

January, 1974 r,
The suit seeks an in]uction and ,

penalties against the defendants. .S . "r

It also asks that they be forced 9 \
, 1

to make restitution to all persons
or companies who suffered finan- r t,
cial losses because of the alledg- .1.

edly unlawful conduct.

FIVE PERSONS were named

in the suit which was directed by f 9

deputy attorney general Sanford f

H Feldman They are. Joseph 1

Hauser, a leading figure at NPHP
and a successful labor umon in-

surance specialist; Herbert Davis, Which couple works in a sprinklered building?
a former deputy attorney general
m charge of regulating state- It's hard to believe, but most Save you money') That's right Sprinklers cost, it's true But
chartered prepaid health plans, mannequins are better protected Permissive clauses in building codes sprinklers save money, too The
Sidney Bleifeld, secretary-treas-

against fire than man Department vary from city to city, but average high rise @an be sprinkleredurer to Equitable Health Corp.
stores are sprinkler protected So are sprinklering your next high nse will for approximately $1 per square footof America, the profit-making
warehouse and manufacturing make it safer and could save you Investigate the construction costmanagement firm that had a con-

tract to run the non-profit pre- facilities But most high rise money In many or all of the following savings involved in your next high
paid health plan; Louise Rosen- buildings-where more and more of ways Flame spread ratings of rise The results may surprise you
blum, the health plan's vice pres- our population work and live-are not surface finishing materials can be Grinnell Fire Protection Systems
ident, and Joseph Levey, NPHP But tough new building codes are increased Fire ratings of walls, Company, Inc has been designing
secretary-treasurer. beginning to change all that Right doors, roofs, floors, beams, trusses and building sprinkler systems for

Frank L Kendall Inc., a Los now, Connecticut, Maryland, and columns can be reduced The more than 120 years We would be
Angeles-based insurance broker- Massachusetts, Ohio and scores of distance between fire exits can be happy to work with you in the
age firm which acted as the

cities, towns and municipalities have increased, leading to fewer statrways planning of an automatic sprinklerhealth plan's sales agent, also was
named in the suit. passed tough new building codes Larger non-compartmented areas system in your next high rise

At one time NPHP insured banning new construction of are permissible, and fire barrier building If you'd like more
approximately 60,000 members of unsprinklered high rise buildings requirements can be eliminated information on how we can help, call
Southern California labor unions Whether you're a building owner Smokeproof entrance closures to the nearest Grinnell district office

A source knowledgeable about or developer, an architect or exit stairs can be eliminated tf listed in the Yellow Pages, or write
the HMO scene in California said specifying engineer, you should be stairways are pressurized The Grinnell Fire Protection Systems
that there are 247 such health aware of this growing trend toward requirement for "areas of refuge" Company, Inc 10 Dorrance Street,
groups in the state Another 85 life safety Facing the future now and can be waived Manual fire alarm Providence, Rrocie Island 02903
are in some stage of development,

learning all you can about systems may be eliminated Fire Sold throughout Europe by Kopperschmidt Sprinkler
he said, and "between 20% and

sprinklering properly could save you hoses and cab,nets can be
Gmb H Katienkirchen, Germany

25 % of these are suffering finan-
cial problems " Most of these are money in the future when you come eliminated Riser piping is permitted
in Southern California. face to face with one of these tough to serve as combined sprinkler nser @ GRINNELL

Undercapitalization and lack of new codes and fire department standpipe 69 GAINNELL FIRE PAOTECTION SYSTEMS COMPANY INC
business expertise are two key rea-
sons why HMOs are encounter-
ing hard times, he said. .
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the legal brief
11'.1. FFMailing of report satisfies Tiling

clause of monthly reporting policy
THE UNITED STATES Court

of Appeals for the Fourth Circuit
has ruled that the mailing of a
monthly valuation report to an in-
surer satisfied the "filing" clause
of a monthly reporting insurance
policy.

In this case Jones Wholesale Co.
(Jones) held a monthly reporting
insurance policy issued by General
Accident Fire and Life Assurance
Co. (General). The policy covered
inventories in Jones' warehouses.

On Friday January 19, 1973, Jones

mailed to General's agent a valua-
tion statement that increased its
coverage. In the same envelope
Jones requested General to in-
crease its maximum policy limit

The abstracts published in this
column were prepared by Cases
Unlimited Inc., Evanston, Il.

to protect its expanded inventory.
With normal mail handling Gen-
eral's agent would have received
the letter on Saturday. However,
since the agenfs office was closed

that day, the letter was not re-
ceived until Monday, January
22nd. On Sunday, January 2 lst a
fire burned Jones' warehouses
causing damage to goods in inven-
tory in excess of the policy's lim-
its. Jones brought this action to
recover the losses in excess of the
original policy limits. The trial
court ruled in favor of General.

On appeal, Jone contended that
its request for an increase in the
maximum liability should have
been honored because General had

given retroactive approval to sim-
ilar requests in the past. But Gen-
eral contended that it was not

bound by the January valuation
report because the "filing". re-
quired by the policy required the
agent to actually receive the re-
port before the loss.

The court of appeals agreed
with the trial court's judgment
that only General and not its
agent had authority to approve
liability increases beyond the stat-
ed maximum. Thus the court con-

cluded that Jones' recovery, if any,
had to be limited to the stated

maximum. However, the court al-
so ruled that the placing of the
valuation report in the mail to
General's agent was a "filing"
under the policy occurring before
the fire. The court noted that

Jones' recovery for the January
valuation was still subject to the
original maximum policy ,cover-
age. Jones Wholesale Company,
Inc. v. General Accident Fire &

Life Assurance Corporation, Ltd.,

:...:

W., it /4/,

*44 I

United States Court of Appeals
for the Fourth Circuit, November
4, 1974, per curiam, (BI/01/M.-
$2)

Group credit life

In a suit brought under a group
credit life policy, the Supreme
Court of Oregon has ruled that an
insurance company could not as-
sert the defense that the insured
was not in "sound health" at the
time the policy was issued when
the company issued the certificate
of insurance without requiring a
written application and did not
advise the insured his physical
condition was relevant to the is-
suance of the policy.

In March 1968 the Hayes Truck
Lines Inc. (Hayes) executed a
lease and option to purchase with
Northwest Acceptance Corp.
(NAC) covering commercial

trucks purchased from Automo-
tive Equipment Co. Since Hayes
was undercapitalized, NAC re-
quired a guarantee agreement by
the officers of Hayes and credit
life insurance on each of the offi-
cers' lives. NAC obtained a master
policy from Investors Insurance
Corp. (Investors) and at NAC's
request, Investors' agent issued a
certificate of credit life insurance
on the life of Sidney Hayes, show-
ing NAC as the beneficiary.

Sidney Hayes, the principal
shareholder and president of
Hayes, died in November 1968
from an illness of which he was
aware at the time he signed the
lease-option and at the time the
certificate of insurance was is-
sued. Investors' agent knew noth-
ing of Sidney Hayes' health condi-
tion. The agent neither inquired
into Hayes' health nor asked Sid-
ney Hayes to sign an application
for insurance. After Sidney Hayes'
death NAC filed its "Claimant's
Proof of Death" requesting pay-
ment of $8,016.64, the balance of
the lease-option debt. Investors
refused payment. NAC brought
suit and was awarded the sum of
$8,016.64 by the trial court.

On appeal Investors contended
that it did not issue any policy of
credit life insurance on the life of
Sidney Hayes because the certifi-
cate was not, in itself, a contract
of insurance. Even if there were
a master policy of insurance, In-
vestors maintained that Sidney
Hayes was not covered because
he was not in sound health as re-
quired by the master policy.

The supreme court pointed out
that there were two types of in-
surance issued by Investors-the
master policy and the certificate
of insurance. The certificate, the
court observed, showed none of
the conditions such as requiring
the debtor to be of sound health.

Since Investors received a copy
of the certificate, accepted the
premium and made no inquiry as
to whether Sidney Hayes was an
"eligible debtor", the court ruled
that it could not now deny cover-
age. As an additional reason for
concluding that coverage existed,
the court noted that both NAC

and Sidney Hayes had relied on
the issuance of the certificate of
insurance and failed to seek credit
life insurance from another insur-

er. Haves Truck Lines, Inc. v.
Investors Insurance Corporation,
Supreme Court of Oregon, Sep-
tember 6 ,1974, Bryson, J. 525 P.
2d 1289 (B/02/M.-$2)

Group accident and health

This action was brought by the
father of an eligible insured de-
pendent child· to recover benefits
under a group accident and health
policy. The Supreme Court of
Oregon held that where the in-
sured's eligible minor dependent
was the only person who suffered
actual physical injuries which re-
quired medical treatment and
hospitalization, the son had to be

Continued on page 39



Continued from page 38
the "insured person" referred to
in both the policy and the third
party agreement and, as such, was
the only party entitled to bring an
action to recover benefits under

the policy. From the language of
the policy it was clear to the court

that it was the intent of the par-
ties to provide coverage to either
the father as an employe or his
eligible dependents only if either
or both had suffered actual physi-
cal injury thereby necessitating
medical treatment and hospitali-
zation.

Since the father instituted this

action in his individual capacity
as a parent and not as representa-
tive of his injured minor son, the
court concluded that the father

had no right to benefits under the
policy. In reaching this conclusion
the court was not persuaded by
the father's principal contention
that the child could not legally
"incur" medical expenses or re-
cover the same from a negligent
third party, and therefore, the
father must qualify as the "in-
sured person" referred to in the
third party agreement.

The court emphasized that the
language of the policy "clearly
indicates" that the parties intend-
ed that the "insured person" could
only be the one who suffered ac-
tual physical injury, thereby ne-
cessitating medical treatment. The
court pointed out that if the father
had been injured the entire net
recovery from the third party
would have been credited to the

defendant insurance company's
obligation under its policy. "The
fact that the (father's) eligible
insured dependent was injured

instead of the (father) does not
alter the result and permit the
(father) to avoid the express pro-
visions of the poli6y and, in effect,
obtain a double recovery" the
court said.

The father contended that most

of the recovery from the third
party was received for his child's
general damages but not for the

hospital and medical expenses
brought about by the child's in-
juries. But the court noted that
there was no reason h*re for the

defendant International Health

and Life Insurance Co., to require
the injured to recover anything
but medical and hospital's ex-
penses caused by the third party's
negligence.

This being so, the court pointed
out that if the father had insti-

tuted an action against the insurer
as guardian of his injured child
he would still be entitled to re-

cover no more than the difference

between the net amount recovered

Reinsurance

Association

extends talks
LONDON-The theme of the

seminar which Britain's Reinsur-

ance Offices Assn. is holding in
April (Business Insurance Dec. 9)
has been extended to cover all

aspects of reinsurance in the cur-
rent world economy.

Panels will be split up into six
discussion groups, and insurance
leaders from Lloyd's, brokers,
reinsurers, and the company mar-
kets will express their views on
the problems likely to be faced
in 1975.

U.S. and other overseas dele-

gates are expected to attend the
seminar, which will be held at
Sussex (England) University
April 15-17. C. Alastair Ogilvy,
Director of the R.O.A., told Busi-
ness Insurance: "We've hit on a

theme which ought to be of in-
terest to all reinsurers and we

hope there will be a good response
from our friends in the U.S." •

from the negligent third party and
the coverage provided by the ap-

plicable provisions on the in-
sured's policy. Denton v. Interna-
tional Health & Life Insurance

Co., Supreme Court of Oregon,
November 21, 1974, McAllister, J.
528 P. 2d 546 (BI/05/M.-$2)

Hospital liability insurer
Does the failure of a nurse

to recognize a patient's condition
and capability of returning safely
from the nurses' station to his bed

constitute an exercise of .the

nurse's expert professional abili-

ty? The Court of Appeals of Ken-
tucky ruled that it did and there-
by released a hospital's liability
insurer from responsibility for a
patient's injuries where the policy
had a professional services ex-
clusion.

lIn this case Foundation Hos-

pital, Inc. (Foundation), owned by
local physicians and specializing
in psychiatry, had a general lia-
bility insurance policy issued by

Employers Liability Assurance
Corp. (Employers). The policy

contained a clause excluding from
coverage "Malpractice and Pro-
fessional Services."

On December 12, 1966, Fred
Ratliff was a patient at Founda-
tion being treated for alcoholism.
He woke up in a nervous and
anxious condition and walked to

the nearest nurses' station where

he asked for and received assist-

ance from nurse Yocum to the

restroom door and back to the

nurses' station. Then nurse Yocum

administered to Ratliff 4-CC of

seconal orally, which was a rapid
acting sleep inducing sedative.
Ratliff then began to walk back to
his roonn without assistance.

Without remembering how it
happened, Ratliff next recalled
sitting on the floor of his room
with a broken leg. Subsequently
Ratliff obtained a judgment
against Foundation for $9,682.60 as
damages for his personal injuries.
Unable to collect from Founda-
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tion, Ratliff sought to recover
from Foundation's insurer, Em-
ployers. The trial court ruled in
favor of Employers.

On appeal Employers contend-
ed that the accident in question
was not covered under the general
liability policy because the policy
excluded malpractice and profes-
sional services. The principal is-
sue, therefore, was whether nurse
Yocum's decision to administer

the seconal and to allow Ratliff to

return to his room unaided was an

exercise of "professional services"
as contemplated in the policy ex-
clusion.

After reviewing many cases in-
volving hospital oriented injuries
and accidents, the court concluded
that in this case the negligent act
of the nurse did involve profes-
sional training or experience. The
court believed that in this case the

nurses failed to recognize Ratliff's
debilitated condition as a result of

acute alcoholism. "Determining
whether Ratliff was capable of re-

businehi ura &
announces its »Erspecial

turning safely from the nurses'
station to his bed," the court em-
phasized, "required the nurses to
exercise their expert professional

ability."
Failure to do so, according to

the appeals court, constituted a
failure on the part of the hospital
to render professional care and
fell within the exclusion provision
of the insurance policy. Ratliff v.
Employers' Liabilitv Assurance
Corp. Ltd., Court of Appeals of
Kentucky, October 25, 1974, per
curiam, 515 S.W. 2d 225 (BI/03/-
M.-$2) •

(Copies of the entire decisions
described in this column may be

obtained bv writing to Business
Insurance, attn. Managing Editor,
740 N. Rush St., Chicago, H.
60511. Please enclose a check made

out to Cases Unlimited Inc., for
$2.00 to cover the cost Of each
case vou order, and specih/ the
code number of the opinion, which
is at the end of each brief.)
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This year. BUSINESS INSURANCE's special INTER-

NATIONAL INSURANCE issue, while also covering other
geographic areas of the world, will focus primarily on

insurance markets in the United Kingdom and London. in
particular.

Coverage will be given to corporate ventures abroad and
the methods of handling risks for these. Changes in the
domestic insurance and reinsurance markets vs. the

London markets will be reviewed along with topics
such as:

• Leading London underwriters and brokers' views on
nternational insurance trends.

• An overview of Lloyd's... its recent changes and
adaptations to the changing world of economics and
risks.

• International participation in aviation. marine and
resource development underwriting.

• What U.S. brokers and risk managers are doing in
conjunction with London markets.

• Changes in the risk management and employe benefits

picture in the United Kingdom.

• Changing legislation and risk management in Canada.
Germany. Africa, Australia and the Far East.

• The international position on reinsurance of nuclear
risks.

The London reports will be the results of on-the-spot
reporting by Business Insurance's own staff and its United

Kingdom correspondents. The entire issue will be the
combined effort of the largest and most professional news
staff of any magazine serving the highly important

audience of commercial consumers of insurance. employe
benefits and related services.

Your advertising message in the all-important MARCH 10
INTERNATIONAL INSURANCE issue will reach nearly

100.000 such risk. financial and employe benefits
executives. and the thousands of brokers and

consultants serving their needs.

Reserve Your Ad Space Now, Ads Close February 26.
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Los Angeles: 6404 Wilshire Blvd.. California 90048 (213) 651-3710
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Encyclopaedia Britannica likes 1st dollar coverage
By ELISABETH M. WECHSLER

CHICAGO-Can a salt mine

substitute for insurance cover-

age? For one of Encyclopaedia
Britannica Inc.'s affiliates, it ap-
parently can.

The 200-year-old company,

which started as a society of
gentlemen compiling a dictionary
and now is held along with sev-
eral subsidiaries and affiliates in

a voting trust by the Benton
Foundation, stores its original ed-
ucational films in a Hutchison,
Ka. salt mine.

35

Besides providing the right
humidity level, the mine offers
top notch protection against fire,
theft and other potential losses.
Hence, films which normally are
insured for $25,000 and more
when they're outside the mine are
covered for $600 while stored be-
low ground, according to Ray-
mond C. Bevans, Britannica's as-
sistant treasurer.

As the company's manager for

insurance and group benefits as
well as superviser of the cash
management department, Mr.

Bevans is conscious of keeping

PRITCHARD & BAIRD,INC.
REINSURANCE

FACULTATIVE AND TREATY

299 MADISON AVE., MORRISTOWN, N.J.

3550 WILSHIRE BLVD., LOS ANGELES, CA.

07960

90010

costs trimmed on the largely first-
dollar-coverage insurance pro-

gram.

"Our coverage hasn't changed
in the last few years and I don't
anticipate a change in the fu-
ture," Mr. Bevans told Business
Insurance.

Mr. Bevans, who joined Britan-
nica in 1964 as assistant to the

treasurer, says he allocates about
half his time to corporate and
group insurance with 12 em-
ployes reporting to him and the
other half to the cash manage-

ment department with 25 people
to supervise in Chicago.

ASIDE FROM publishing the
almost legendary Encyclopaedia
Britannica, the company includes
G&C Miriam Co., Praeger Pub-
lishers, Library Resources Inc.,
Britannica International and En-

cyclopaedia Britannica Educa-
tional Corp.

Although Mr. Bevans reviews
each division's insurance with his

boss, Britannica's treasurer, he
is only directly responsible for
buying insurance for the main
company and Encyclopaedia Bri-

REMEMBER THE "CAPACITY CRUNCH" OF 1968-71?

Don't be left 66high and dry"
next time.

/

MI//PHOzb=--j j

When the market was tight a few years

ago, our Member Companies, using the

facilities of Improved Risk Mutuals,

provided needed capacity for their

agents. We had it then. We have capac-

ity now... and we'll have it in the future.

Over the long range, for capacity, sta-

bility and service, you can counton /RM.

Atlanta • Chicago • Dallas • Detroit • Greensboro • Los Angeles • San Francisco
CONTACT A MEMBER COMPANY: American Manufacturers • Central Mutual

IRM
Consolidated Mutual • Employers Mutual Casualty • Grain Dealers

Indiana Lumbermens • Iowa National • Lumbermens .Mutual Casualty
The Lumbermens Mutual • Merchants Mutual • Michigan Millers

Michigan Mutual Liability • Millers Mutual • Pennsylvania Lumbermens
Pennsylvania Millers • Unigard Mutual • Utica Mutual

15 NORTH BROADWAY • WHITE PLAINS, N Y 10601

Raymond C. Bevans (aight), Encyclo)]eci,1 Britannica Inc.'s assistant

trea:u-er. is congratula:ec' oy ccmpany cresicent, 5-arle: E. Swcison, -or
rece ving the Silver Becvet Award, *e 7 ghest ad At horor, from the Bo·/
Scouts of America. Mr. B€vans has a so been an active participant in the

Melropolitan Cruscc s cf Mercy.

tanrica Educational Corp.
'I (ion't see any point in tear-

ing up their method of ( buying)
insurance," Mr. Berans said.
' Nor do I see an advantage, per
se. to ccnsolidation."

Propedy coverage, handled

primarily by Marsh & MeLennan
Cc. Inc.. is divided ir.to thr€e

arvs: in-process, film fbater and
furniture/fixtures.

rHE COMPANY leasas rather

than owns its buildings R. R.
Ecnnelly & Sons Inc. is con-

trac:ed to do the firm's printing.
These features seem to pcint to
heavier potential risks in the
materials Britannica produces.

3ritannica's in-proiess cover-
age has a limit of $17:31),000 and
i. set up to insure backs and

c:her "manuscript" Stems. The
vallie is determined on a report-
ing basis for various locatiins to
include all risks while the ma-

terials .are being stored or

shipped, Mr. Bevans explained.
There is no deductikle for this

pdicy, he said, "becaise they are

all small items, easily damaged cr
lost.' The main problem Eritan-
nica has encountered is salt water

damage and containerized shir-
ping has reduced that risk, he

W A TT'S HAPPENING? -4( v-

Pension Trust Liability
Your clients by now should be aware of the stringent re-

sponsibilities, duties, and personal liability that has been
imposed upon them as a result of the Employee Retirement
Income Security Act.

W&A has the markets and expertise to properly handle and
service Corporate Fiduciary Liability programs for ycur
clients at attractive terms and with a minimum of delay. We
are especially adept in providing coverage for Union Of-
ficials requiring coverage for their activities as fiduciaries of a
fund under our Union Policy & Multi Employer Trust Program.
There is also a separate Defense Policy for Union Directors

S

& Officers that protects against E&0 claims nct connected
with their activities as fiduciaries.

Indications for any of these three nEw irograms can be
made available quickly with a minimum ct n;ormEtion by con-
tacting either your local W&A Branci Manager, or Mr.
Anthony C. Bova, Senior Vice President-Marketing, at our
New York Home Office.

WOHLREICH & ANDERSON
MEMBERS OF THE HOWDEN GROUPS

Special Risks and Unusual Situations-Exclusively Through Agents and Brokers

Home Office

Wohireich & Anderson Ltd
55 John Street

New York, N.Y. 10038
Tel.: (212) 349-3020

D.C. Area

Wohireich & Anderson (D.C.) Ltd.
Columbia, Md. 21044
Tel.: (301) 997-1272

Michigan New England
Wohlreich & Anderson Agency Wohireich & Anderson (New England) Inc.
Southfield, Mich. 48075 Boston, Mass. 02108
Tel.: (313) 358-1811 Tel.: (617) 723-5770

Mid·America New Jersey

Wohlreich & Anderson (Mid-America) Ltd. Wohireich & Anderson, Ltd.

Chicago, III. 60606 Livingston, N.J. 07039
Tel.: (312) 454-0696 Tel.: (201) 994-0896

Correspondents in All Other States

Ohio

Wohireich & Andersor Agency, Inc.
Cleveland, Onic 4411 3
Tel.: (216) 241-2917

Pennsylvaii:
Wohireich & Ardersom, Ltd. (Inc.)
King of Pnssia, Pa. 19406
Tel.: (215) MU 3-3532

sard. Running a distant second,
ar. wareho.1:e thefts.

Our coverage is for all risks, '
1[r. Bevans said. *'This means that

unless it's excluded specifically,
it's co-ered. We have very few
e:clusions beause we don't want

to assume any risks."
Most of Britannica's shipping is

by coritainer ani it is insured
by US. Fire Insurance Co. Sam
Cberman & Co. )f New York is

Eritannica's broker for eontainer

shigping.
2hubb & Scr lne. insures Bri-

tannica's non-container shipping

which is generally "odd lot", Mr.
2€vans said. Marsh & MeLer,nan

brokers that coverage.
rae film floater policy, alic a

tne of manuscript coverage, pro-
tects Eritannica's educational di-

vision up to limits of $956,CO)
rdth no deductiole-other than

the salt min-when film ccp-es
an be.ng made. Rain dzmage is
the only occurrence which Ia: es
a 5100 deductible, Mr. Bevans ex-
31 ained.

MR. BEVANS emphasized that
arst dollar coverage has net
ca_ised an increased in premium
costs. -'The loss experi€nze has
,een good,' he sa.d.

Furriture and fixtures in U.S.

locations. are insured to a limit

of $7,833,000 with a $500 deducti-
bte per occurrerce, Mr. Bevans
said.

For all the property coverage,
s fier i. carriers with a 5% tj

2)% participation share the un-
derwriting. ''This spreads the risk
arounc," Mr. Bevans saic.

For casualty coverage, James
S. Kenper Agency of Chi 2ago is

the primary -roker, he said.
Britannica has an umbrella

Li:bility policy with a $5 million

limit and a $25,000 deductitle,
he said. It': insured through the
Kemper Insurance Co., he added.

Britannic a is insured by Kem-
per Insurance fcr CGL up tc a
limit of $300,000/$300,000 with no
deductible, he said. The umbrella
p€]icy goes into force if :he claim
is higher ttan $300,000.

, rhe company has no product
I liability coveraga, Mr. Bevans

said. But .t is covered for :d-

vetisers liability up to $150,000

in a separate policy. After that
pcint. it becmes part 01 the um-
*ell: polby, he said. Marsh &
MzLer.nan is E.ritannica's broker

fz>r this coverage.
A few years ago, comguter per-

sonnel Stole a mailing 1.st wh_ch
, :hz ccmpany eventually recov-

erEd, Mr. Bevans said. Uhe com-
0:ny:s fidelity bind covers each
Britannica employe fer up to
$50,000 each and for $2:0,0OC per

Cen:inued cn page 41
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occurrence, with a $500 deducti-

Warehouse thefts are difficult

to control, he said, adding that
though they are not infrequent,

the losses are not costly. Asked
if any changes had been made in
security as a result of the thefts,
Mr. Bevans smiled and said no.

"But even if we had done some-

thing, I wouldn't tell what it was,"
he added.

Britannica owns only 30 vehicles

but it is the secondary insurer of
its sales persons' cars. Courts have
held that a sales person who uses

a car on business is tehnically on
business 24 hours a day, Mr. Bev-
ans said.

Kemper Insurance covers Bri-
tannica for up to $300,000/$300,-
000 if sued directly or if the sales
person is sued and the insurance
does not cover the claim. There's
no deductible but the individual's

own auto insurance serves as pri-
mary coverage, Mr. Bevans ex-
plained. Under this policy no
claim settlement has been over

$10,000, he said.

ASKED IF HE ever considered

self-insuring Britannica's auto
policy, Mr. Bevans said he had
considered it but decided against
it because "you never know when
you could have a real juicer (ac-
cident)-like hitting a school bus.
The premium is so low that the
umbrella policy is like excess in-
surance," he said.

Workmen's compensation is
covered by American Motorists
(Kemper) except where state
funds exist, Mr. Bevans said. The
loss experience has been good for
the 5,000 U.S. employes and 9,000
total employes worldwide. "It's
mainly medical bills," Mr. Bev-
ans said. "We have about two a
year."

"There are only 23 people in

Court rules

disability case
PHOENIX-The Arizona su-

preme court said an injured work-
er's disability payments can be
cut off while an insurance com-

pany seeks to have the amount
of the worker's benefits reduced.

The high court ruled in a case
involving Thurman Brown Jr., a
partly-disabled Tucson construe-
tion worker whose benefits were

halted in August 1973 by an in-
surance firm obj ecting to a per-
manent disabilty award of $102.92
per month made to him by the
state industrial commission.

Mr. Brown was injured in Octo-

ber, 1970 while employed by the
M. M. Sundt Construction Co. He

was granted workers' compensa-
tion benefits in December, 1970.

They were paid by Employers
Mutual Liability Co. of Wisconsin,
the carrier for Sundt, until the
industrial commission made the

permanent liability award to him.

THE INSURANCE company

sought to have the award de-
creased and terminated the bene-

fits pending a hearing on the is-
sue. Mr. Brown asked for higher
benefits and requested continued
payments pending his appeal.

The commission refused to order

the continued payments, citing a
state law that provides for bene-
fits to continue only if an in-
crease in a commission award is

sought.

The high court said it was re-
luctantly affirming the commis-
sion's decision because of the

state law. •

the warehouse here. That's less

than 1 % of the workforce and

most accidents would occur there.

No one gets workmen's compen-

sation claims from office person-
nel," he said.

BRITANNICA'S employe bene-
fits are primarily group insurance
plans including hospitalization
plus major medical, life insurance

and pension annuity, all under-
written by Equitable Life Assur-
ance Co.

This month the major medical
plan will increase its coverage
limit to $50,000 per employe or
dependent

One times the annual salary in
life insurance is provided by Bri-
tannica free of cost. The employe
has an option to purchase two
times in addition to that up to
$150,000.

The company has two pension

annuity plans: one for the sales
force and the other for home

office employes. •

Underwriters office

in the Smithsonian

A 19th century marine under-
writers office, duplicating those
found between 1840 and 1880 is n

being erected at the Hall of Amer .- p
lean Maritime Enterprise at the ; ..22- 1Smithsonian Institution in Wash
ington, D.C.

The Hall is expected to open
its doors in time for the 1976 Bi-
centennial celebration. A commit-
tee of the American Institute of
Marine Underwriters is in the

process of gathering pertinent
pictures, documents, furniture

and artifacts of the 19th century.
Companies, organizations or

brokers who have material to
donate are asked to contact C. B

Mitchell at the American Institute

of Marine Underwriters, 99 John
St., New York.

Are HMO options
giving you a
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r

splitting headache?

With some employees
selecting fee=for=service

' coverage and others going
for an HIMO plan,

 you can wind up with
an admini*trative nightmare.

1 Come to us.

Welze experts in efficient management and
administration for both types of programs.

We'11 help you get it together.
We're HAS. Write us.*

* For our brochure

about medical program administration.
Ask about our film, too.

 HEALTH APPLICATION SYSTEMSS Dep:.17
163- Old Bayshie. H gh.wa. Burl ngame. California 94010

Administrators of Ytedical, Dental. and Drug Benefit Programs.
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Name companies on compulsory surplus orders
MADISON, WI.-Fourteen in-

surance companies have been serv-
ed with compulsory surplus orders
since August from state insurance
commissioner Stanley C. DuRose,
who announced a hearing Feb. 20
to discuss proposed amendments to
the state administrative code cov-

ering regulation of insurance com-
panies.

The companies which have re-
ceived compulsory surplus orders
are, according to Commissioner
DuRose: All-Star Insurance Corp.,
American Mutual Insurance Co. of

Boston, American Mutual Liability

Insurance Co., Central National
Life Insurance Co., Commercial
Standard Insurance Co., Fidelity
Bankers Life Insurance Co., Fore-
most Insurance Co., Globe Life
Insurance Co., Industrial Indem-
nity Co., Lone Star Life Insurance
Co., Mammoth Life Insurance Co.,
National Home Life Assurance

Co., Northeastern Life Insurance
Co. of New York, and Classified
Insurance Corp.

Commissioner DuRose empha-
sized the order does not indicate

"that any of the companies listed
are insolvent" but said rather that

PRACTICAL RISK MANAGEMENT
A monthly permanent reference for the
professional or part-time risk manager

DEPTH

BREVITY
PRACTICALITY

First year:

$75/year or
$20/quarter

For sample issue write:
Practical Risk Management
Box 3998 B

San Francisco, CA 94119

Written & Published by
Warren, M,Veigh, Griffn & Huntington

Ris)2 Management Consultants

4- ·i---1:1

the purpose is to alert insurers
about "their deteriorating financial
condition and the possibility of ad-
ditional administrative action."

THE COMPULSORY surplus is
in effect "a floor," Mr. DuRose
continued. "If an insurance com-

pany's financial condition gets
close to that level, we issue a com-
pulsory surplus order. Unless the
firm's condition gets worse than
that level, the carrier should not
automatically lose the confidence
of the public," he said, adding
that the company's year-end fi-
nancial results are evaluated to
determine whether sufficient im-

provement has been made to war-
rant removing its name from the
list.

He said 59 fire and casualty
companies and 32 life, accident and
health insurance companies are
currently on a quarterly financial
reporting system. A number of
factors and combinations of factors
are used to determine which com-

panies must participate, Commis-
sioner DuRose said. One indicator

is a surplus decrease of 25 % to
30 % or more.

FIRST IN AVIATION

The Wrights launch an industry
...and AAU insures its growth

In 12 seconds and 120 feet over Kill Devil Hill, Wilbur and
Orville Wright opened the age of flight to man. Since that
December day in 1903 at Kitty Hawk, North Carolina,
aviation has indelibly changed our world. And AAU has
grown up with aviation, protecting flying men and
machines against loss for nearly half a century. In offices
spanning the continent, AAU men are recognized as ex-
perts in aviation and insurance... men who go all out to
keep you flying... because that's AAU's only business.

To be sure you get the protection you need at a price you
can afford, ask your agent or broker today about AAU.

r 1

.

ASSOCIATED AVIATION
0'

D

90 John St., New York, N.Y.

Atlanta • Chicago • Dallas • Denver • Detroit • Kansas City • Los Angeles • San Francisco

Wisconsin statute allows the in-

sulance commissioner to set com-

pulsory surplus requirements for
admitted carriers. According to
Commissioner DuRose, factors con-
sidered in issuing the orders are:
Premium volume; past operating
results including underwriting and
investment; lines and classes of
business written; and present capi-
tal and surplus.

"Dramatic exposas are a lousy

way to regulate," the Commission-
er said, adding that he is "concern-
ed that the information about com-

pulsory surpluses gets published
with proper perspective."

Basically the compulsory surplus
requirement is "an amount that
provides reasonable security
against contingencies affecting its
financial position that are not fully
covered by reserves or by reinsur-
ance."

Insureroffers new policy
for contractors' liability

HARTFORD-A new contrac-

tors' casualty insurance policy de-
signed especially for large-scale
building and construction contrac-
tors, is being offered by Hartford
Insurance Group.

The policy includes a single
general liability premium rate
that can be applied to any job
during a one year policy term.
Rates are determined by the type
of construction work usually done
by the contractor and the antici-
pated workload for the year. Ap-
plying the premium rate to the
contract cost will determine the

premium estimate for each proj-
ect.

IN ADDITION to basic bodily
injury and property damage lia-
bility coverages, the new policy
offers:

• personal injury and advertis-
ing injury liability protection in

the event of civil action for such

offenses as libel, slander, false ar-
rest, malicious prosecution or in-
vasion of privacy;

• blanket contractual coverage
for bodily inj ury and property
damage liability assumed by writ-
ten agreement;

• blanket explosion, collapse
and underground hazards insur-
ance, where exposure to such haz-
ards exists in a construction proj-
ect;

• coverage extending liability
protection to employes when they
are acting within the scope of
their duties; and,

• broad-forrn property darnage
liability coverage to protect the
contractors for damage to certain
property of others in his care,
custody or control in the course
of construction, or damage which
results from work completed on
behalf of the contractor. •

IMPORTANT

Enlarged Responsibilities
and Duties under

the Pension Reform Act

Trusts and Trustees have been exposed to significant legal
liabilities at common law to beneficiaries of the Trust. The recently
signed Pension Reform Act of 1974 which is effective January 1,
1975, for the first time by statute enlarges upon the liabilities of Trus-
tees, and most importantly places new responsibilities on "Fidu-
ciaries" of Pension Trust and Employee Benefit Plans.

While the duties of the Fiduciary are enumerated in the Act
inclusive of breach by Co-Fiduciaries, it is abundantly clear that the
only appropriate safeguard to shield against these onerous liabilities
is through the purchase of effective insurance.

At the present time. the solutions proposed by others as effec-
tive insurance have serious deficiencies.

We propose a systematic solution to the problem by the pur-
chase at a minimum of the following f6rms of insurance:

1. Trust Reimbursement for Trustees, Fiduciaries and Pro-
fessional Administrators Liability Insurance,

2. Trustees, Fiduciaries and Professional Administrators in-
cluding Recourse Liability Insurance, and

3. Pension Trust and Employee Benefit Plan Errors and
Omissions Insurance.

Please write for the necessary application for this essential
insurance to:

Gia
UNDERWRITERS, INC.

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

Ram H. Chandarana, A.C.1.1.

Vice President

120 SOUTH RIVERSIDE PLAZA · CHICAGO, ILL. 60606
312/621-6511, 621-6495, 621-6493 · TELEX 25-3623



Expansive benefit plan may offer
long-run savings, says consultant

ENGLEWOOD CLIFFS, N.J.-
A generous view of employe ben-
efit planning may prove less ex-
pensive in the long run, according
to Richard C. Sears, senior vp at
Kwasha Lipton Inc., an actuarial
consulting firm.

"Considering the administrative
costs involved in hewing to a
minimum requirements program,
such as in the Employe Retire-
ment Incorne Security Act

(ERISA) of 1975, it comes down
to a question of being penny-wise
and pound-foolish," Mr. Sears
said.

Aim to make

CNA'premier
insurer under

new chief
CHICAGO--"We want to be

more innovative in the future but
we're not trying to set any sales
records," said Edward J. Noha,
CNA Financial Corp.'s newly ap-
pointed chairman and chief execu-
tive officer.

Although he hinted that some
changes might be made in the
future-"we'll be looking at pric-
ing, organization and markets"-
Mr. Noha seemed content to take

charge by quietly rolling up his
sleeves rather than by making big
speeches.

"It would be presumptuous to
know what changes would be
made now," Mr. Noha said at his
first CNA-Loews press conference
since leaving Allstate Insurance'
Cos. where he was executive vp.
"I've got to have time to get into
the situation and look at it hard,"
he added.

"SOME UNPROFITABLE lines

will be eliminated," he said, add-
,ing that on a nationwide basis
medical malpractice and products
liability are two lines that "should
be examined very carefully."

Mr. Noha predicted that "com-
mercial lines will continue to be a

very important part of CNA's
business in the future."

Lawrence Tisch, chairman and
chief executive officer of Loews,
indicated that whatever money is
needed to bolster CNA in any
future crisis will be "available."

But he added that the money is not
needed now. "The surplus situation
will be no worse by yearend than
at any other insurance company,"
Mr. Tisch predicted. "The reserve
situation is excellent."

"We don't want our insurance

people to take their eyes off the
insurance," Mr. Tisch said in a
reference to CNA's previous diver-
sification efforts. "Ed (Noha) will
be involved in making CNA a
premier insurance company.

With a premium volume of
$1.5 billion, how can an executive
get involved in small matters?" he
added with a smile. •

Merger talks ended
Merger discussions between

United American Life Insurance

Co. of Denver and American Com-

monwealth Financial Corp. of Dal-
las were terminated. Exploratory
negotiations were announced in

October and involved the purchase
of authorized but unissued shares

of United American stock by
American Commonwealth. A class

action suit, among other develop-
ments, was given as the reason for

ending merger negotiations.

"If the plan is excessively re-
strictive in small ways, you run
the risk of losing the credit you
should be receiving for the posi-
tive benefits your program pro-
vides," he explained.

VESTING IS one area that could

be "treated minimally under the
new law," Mr. Sears told Business
Insurance. An employer could in-

corporate all the legal exclusions
regarding breaks in service and
could choose a vesting standard
merely because it is the least
costly, he continued.

But these "tricky plan designs,"
as Mr. Sears calls them, may not
be worth the time spent on them
because of communication prob-

/ lems and extra administrative

workloads, he explained. "You'd
have a plan that is hard to under-
stand, hard to communicate, hard
to administer and probably only
marginally less expensive than a
more straightf6rward plan would
have been," he said.

"Your employes would probably
disparage the entire program,"
Mr. Sears said. "If the plan is ex-
cessively restrictive in small
ways, you run the risk of losing
the credit you should be receiving
for the positive benefits."

Other ways for employers to get
"good mileage" out of their ben-
efit program without major addi-
tional expense include adding sur-
viving spouses' benefits to the
pension plan, he said.

"It won't add much to the cost

business insurance, February 10, 1975/43

if deaths after a certain age, such
as 45 or 55, are already covered,"
Mr. Sears explained. "Younger
employes who typically have
young families will appreciate the
added protection this gives them-
especially if the death benefit is
based on projected rather than
accrued pension," he added.

ANOTHER SUGGESTION Mr.

Sears has is to provide full service
disability pensions at age 65 as a
supplement to the long-term dis-
ability program, which usually
cease benefits at that age. "Be-
cause of high mortality rates
among disabled persons, the cost of
this benefit is low," he pointed out.
"But having it in your plan shows
your concern for the long-term
needs of employes."

In spite of the liberalized vest-
ing required by ERISA, Mr. Sears
believes employers might want to
liberalize their vesting provisions
even further, since young em-
ployes "tend to discount the value

Johnny Unitas
NFL Career Records:

Most passes attempted, 5,186.
Most passes completed, 2,830.
Most touchdown passes, 290.
Most yards gained passing, 40,239.
Most games, 300 or more

yards passing, 23.

Most consecutive games,
touchdown passes, 47.

Played in 10 NFL All-Star Games.
Elected AP-UPI

All-League Quarterback,
1958,1959,1964,1965,1967.

Winner Jim Thorpe Trophy.
Winner Bert Bell Trophy.

of a retirement plan."
"Benefits they can relate to-

whether earlier vesting, immediate
vesting or protection against dis-
ability-can turn your pension
plan into a plus in their eyes," he
said, adding that the increased cost
to do thisis low.

Mr. Sears advocates contributory
thrift plans over non-contributory
profit sharing plans-again, be-
cause an employer gets more
"mileage" out of them. "An em-
ployer can bask in the magic of a

said.

He contrasts two hypothetical
reactions an employer rnight re-
ceive depending on whether he
chose a thrift plan or a profit shar-
ing plan.

"You mean for every dollar ]

That's terrific." Or,
"You mean all I have to show

for my efforts this year is a lousy
$300? Some profit sharing." •

This message about oneconsistent andenduring performer
broughttoyoubyanother.

General Reinsurance.
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oversees the manufacturing con-

people
cern's property and casualty pro-
gram, financial aspects of group Federal no-fault auto insurance likely
benefits and imternational insur-

ance

4 * as new, favorable Congress convenes
Allan A. Crystal was elected

Perry named
treasurer of Pitney Bowes Inc, WASHINGTON-With only benefits for lost income, replaee- changes adopted by the Demo-
after serving as director of cor- four- states adopting no-fault auto ment services and survivor's loss. cratic caucus in the House should
porate taxes and insurance since insurance standards m 1974, the It would allow recovery of dam- make lt harder to bottle up leg-
1973 He will continue to direct chances for passage of a federal ages for pain and suffering only islation in committees

risk manager the company's corporate taxes and no-fault'law in 1975 look better after 90 days of continuous total The courts are also playing a
insurance functions in addition to than ever disability or if the injury was major role in shaping the future

at Amfac Inc. his new responsibilities for cash Georgia, Kentucky, Minnesota . serious or permanent If a state of no-fault Supreme courts in
and securities administration and and Pennsylvania adopted some failed to enact these no-fault Florida and Kansas upheld the
administration of the pension fund form of no-fault law during the standards, a more stringent set of constitutionality of no-fault laws

Ralph F. Perry, CPCU, was He reports to George B Harvey, year These laws restrict the standards would automatically m their states in 1974 A circuit
named corporate risk manager of vp-finance, who served as vp- right to sue for pain and suf- take effect court in Detroit upheld most sec-

Amfac Inc, San Francisco. He re- finance and treasurer until the fering and provide varying levels tions of Michigan's no-fault law,

places Joseph E. Bridges, who left election of Mr Crystal. Assisted of benefits for medical and re- PASSAGE OF a federal no-fault but the final outcome will be de-

the company after five years serv- by corporate insurance manager habilitation costs, lost income and law in 1975 lS likely because of cided by the state supreme court.
ice He reports to Richard A. Irv Berger, Mr. Crystal's mam con- other losses, regardless of who two developments the Congres- No-fault laws are also being

Hagberg, vp-finance. Mr. Perry, cerns will be,in the property and was at fault in the accident. sional elections appear to have tested in the courts of Colorado.

who 8 president of the northern casualty area South Carolina passed a law increased the number of no- New York, Pennsylvania and Ken-
California chapter of the Risk and */* that provides up to $1;000 in no- fault supporters and procedural tucky.

Insurance Management Society, •Al -Hall. 31, was named risk fault benefits, but places no restric-
has been concerned lately with manager at Investors Funding tions on lawsuits for pain and suf-
the company's headquarters move Corp in New York. He was for- fering
from Honolulu. The 48-year-old merly with the Southwest Virginia At the end of 1974, there,were

risk manager was formerly with Community Development Fund 15 states with no-fault laws. In classified advertising
Fairchild Camera and Instrument Mr Hall's responsibilities Will m- addition eight others had so-
Corp in Mountain View, Ca The clude property and casualty pro- called "add-on" laws that add
position he vacated there i emains grams for the company and its no-fault benefits to the existing
unfilled. subsidiaries, as well as employe tort system without restricing RATES ANDCLOSING TIME: $2 75 per line, minzmum charge $11 00 Cash

/ benefits He reports to Warner D lawsuits for pain and suffering with order Figure all cap hnes (marimum-two) 30 letters and spaces
Anthony M. Black, 25, was pro- Norton, vp Mr Hall replaced Bert per line; upper & lower case 40 per line Add two lines for box number

moted to insurance manager at Weber, who left the company FEDERAL NO-FAULT legis- Rephes are forwarded daily Closing deadlme Copy tn written form in
Bunker Ramo Corp, Oak Brook, :i lation, under consideration by the Chicago office not later than noon, Monday 7 days preceding publication
Il., following a reorganization of William D. Hahn, formerly in- Senate since 1970, came close to date Published every other Monday Display classified takes card rate
administration in the insurance surance manager for the Roman passage when the Senate passed of $23.50 per column inch, and card discounts on size and frequency

- department As insurance adminis- Catholic Archdiocese of Boston, S B 354 a federal no-fault stan- Mail ads to Business Insurance, classified advertising dept, 740 N
trator, from May, 1972, until his Joined the risk management con- dard bill, on May 1, 1974. Rush St, Chicago, Ilhnois 60611.
promotion, Mr. Black assisted the sulting firm of Betterley Assoc. in But time ran out before any

director of insurance, Harold Lang Boston Mr Hahn was replaced action could be taken on S B. 354
The director's position was abol- at the archdiocese by Francis X. and other no-fault bills under HELP WANTED
ished and the manager's position Walsh formerly with Kaler, Cur- consideration by a House sub-
was created when Mr Lang be- ney, Liffler & Co Inc, a Boston committee in late 1974.
came the director of facilities, with brokerage firm. Mr Hahn, 33, lS S B 354 would have required RISK MANAGER

our classified section

responsibility for real estate, fa- a past director of the Massachusetts states to enact laws providing Salary $17,808 to gets results...
cilities engineering and insurance. Risk and Insurance Management unlimited medical and rehabilita- $22,104 Annually
Mr Black, a native of England, Society. • tion benefits, plus substantial for more information

The County of Orange is seeking
about placingan experienced Risk Manager to

assume complete responsibility classified adsSafety and health consultations for a comprehensive insurance
risk program. The respons,bili- contact

ties of this position demand a

won't trigger OSHA inspections highly qualified person capable Celia Malouhos

of organizing, supervising and
administering all aspects of risk BUSINESS INSURANCE

management pertaining to coun-
WASHINGTO N-The Labor earlier findings or recommenda- a state agency. ty government operations and

740 Rush St.

Department assured small bum- tions of the consultant, the de- States operating their own county facilities. Chicago, 111. 60611
nesses that on-site safety and partment said programs under OSHA-approved For additional information and

health consultations beginning Congress allocated $5 million plans are already authorized to employment application, contact
312-649-5340

soon will not trigger Occupational last year for fiscal 1975, ending provide such services. ORANGE COUNTY or Michelle Eisamann

Safety and Health Administration this June 30, to allow OSHA to PERSONNEL DEPT.
inspections. establish on-site consultative serv- THE NEW consulting services BUSINESS INSURANCE

625 N. Ross St., Rm. G-180
If there isa subsequent inspec- ices for small businessmen in states will also be provided by a state Santa Ana, Ca. 92701

tion, however, compliance officers where OSHA runs the job safety agency, but under contract with
708 Third Ave.

Weekdays 8 a.m. to 4 p.m.
could issue citations regardless of and nealth program, rather than the Labor Department (714) 834-2832 or (714) 834-5036 New York, N.Y. 10017

44As in a normal inspection," the An Affirmative Action Employer 212-986-5050
department said, "each consulta-

dates for buyers tion will consist of an opening
conference with the employer, a MANAGING DIRECTOR
walk-through of the company fa-
cility, a closing conference, and a RE1NSURANCE AND SURPLUS LINES

written summary of the findings Lloyd' Brokers whose principals have always handled placement of U S business

Feb. 19: Hay Assoc. is presenting an executive insurance planning No citations will be 1SSued, but in London have formed subsidiary with prestiguous U S agency friends Purpose
ts development and production of business for London market, together with

institute in Chicago Demonstrated will be ways to coordinate cor- consultation agreements also will domestic placements Would handle marketing of Reinsurance of Lloyd's Under-

porate and personal coverages in life, disaoility and medical insurance, contain provisions for immediate writers, etc, tri U S where ever increasing portfolio being developed

Principals seek experienced man (preferably English) to head operation Mustand casualty and liability insurance for the individual The atten- abatement of imminent danger have knowledge of Lloyd's and ability to independently develop and market port-

dance fee is $150 For registration write the firm at 1845 Walnut St, situations and for protecting the folio of acceptable special risk business

Philadelphia, Pa 19103 confidentiality of trade secrets Working knowledge of Reinsurance business also essential Wou[d consider rein-

Dui ing walkthrough inspections,
surance man with knowledge of special risk business At present, it is envisaged
that operation would be housed on East Coast

Feb. 24-28: The American Society for Industrial Security is spon- consultants are to. Remuneration incentives commensurate with experience and U S industry stan-

soring a comprehensive asset security course in Atlanta. Included will • Explain to the employer which dards All replies held In strictest confidence Please allow a fortright for reply

Kindly forward resume and compensation expected tobe courses on Security management and aministration, security sur- OSHA standards and rules apply
veys and surveillance and communications. For more information to his workplace Box 530, BUSINESS INSURANCE

contact ASIS, 2000 If Street, N.W, Washington, D C 20006 • Explain the technical lan- 740 Rush St, Chicago, Ill. 60611

guage and application of applicable

Feb. 26: The New York chapter of the Society of Fire Protection standards
Engineers will hold its fourth annual seminar in New York This • Point out to the employer

year's topic will be "Learning to Live With Plastics " For reserva- where he is not complying with
tions, write Robert Powers, New York Board of Fire Underwriters, OSHA standards.

LOSS CONTROL ENGINEER
85 John St, New York, N Y. 10038 • And, where possible, suggest Our ever expanding consumer products company cur-

means by which identified hazards rently seeks a graduate engineer to work and grow with
Mar. 12-14: The American Management Assn will hold a seminar on may be abated. our Corporate Insurance Division.

self-insurance and risk retention, in Chicago and Dallas For more 1nfor- Because they already have state
mation, write the AMA, 135 W. 50th St, New York, N Y 10020 programs, the new OSHA consul- 2 years experience in fire prevention, hydraulics relative to sprin-

tations will not be available in
kler systems, HVAC, cost estimating and general loss prevention in

Mar. 19: The second annual Capital I Day will explore a wide range the following states or territories:
the Industrial sector is required We are presently located In Man-
hattan but will relocate to Morris County, New Jersey in August.

of problems facing the insurance business Sponsored by 11 insurance South Carolina, Oregon, Utah, Ours is a stable industry with much to offer the Individual we seek,
associations representing companies, agents, buyers and professional Washington, New Jersey, North including comprehensive benefit program and tuition refund
societies, the meeting will take place in Washington, D C. Reservations Carolina, California, New York,
can be made through the Metropolitan Washington Assn of Indepen- Minnesota, Maryland, Tennessee,

Send resume & salary history to Miss S. A Kerwin,
Nabisco, Inc., 425 Park Ave, New York, N Y. 10022

dent Insurance Agents, 1750 Old Meadow Rd, MeLean, Va. 22101. Iowa, Kentucky, Alaska, Virgin We are, ot course, an equal opportunity employer M/F
Islands, Colorado, Michigan, Ver-

Mar. 20-21: The Society of Actual'ies will hold a meeting in Los mont, I:linois, Connecticut, Ha-
Angeles For more information, write James C Harrison, North Caro- waii, Nevada, Indiana, Wisconsin,

NAB/SCO.INC

lina Mutual Life Insurance Co, Durham, N C 27701. Wyoming, and Arizona. m
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wewerediscussingwaystoprevent
losses and someone asked ifour insurance
company belongs totheFactory Mutual System"
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Allendale Insurance

Arkwright-Boston Insurance
Philadelphia Manufacturers Insurance
Protection Mutual Insurance

System Associates
Factory Mutual International
FM Engineering and Research
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moreiife insumlice.

They need assu nce!

Assurance to cope with credit problems cash flow, and business overhead
expenses for the sole proprietor.

Assurance to solve complex employee benefit programs for the
corporation-large or small.

Higher income business and professional people need
more than life insurance. They need more alternatives
in the face of inflation, interest rates, profits and
government policy. That's why more of these individ-
uals are recognizing the unique capabilities of
Continental Assurance Company.

A New Kind of Financial Plan,ing
Continentalconsidersyourtotal needs. .the business
and personal you . .as well as the lesal and living
you. This more innovative, business-or ented system
provides·a better way to determine':

1. Security objectives
2. Estate creation objectives
3. Asset accumulation objectives

Assurance to find'a realistic mix between investment and security for
the man with tax problems.

2 \'-

Assurance to guarantee continuit¥ of the business enterprise if something
happens to one of the principals.

It is a Different Approach

Continental's estate and business planning involves ,
more than the services of a life uiderwriter. Your

needs rece}ve the attention of risk theory specialists,
money managers cash flow experts, as well as tech-
nical consultants in taxes and equities. Most people
are pleasantly surprised at this flexibility and
expertise.

Continental Assurance, The Estate
and Business Planning Specialists

During .he last decade, Continental. Assurance has
doubled ir. size, primarily as a result of serving the
special finencial reeds of the business and professional
communitv.

Serving"this market has made Continental Assurance
the sixth largest stock life insurance company in the
United States, with nearly$17billionof life insurance
in force anc more than $2 billion in assets.

Ask your Lawyer or CPA About It

28,895 Independent Ins«trance Agents and other
brokers have selected Continental Assurance pro-
grams for their clients (and they were free to pick
any of our 1800 competitors). Many of those
appointme-Its were initiated because an attorney or
accountant needed to take a fresh look at a client's

financial profile. Perhapsthat's the path you should
take.

We add Assurance

To Life I n An Unsure World

Continental Assulnnce Co.
Estate and Business Planning Services .

Contact.your independent Insurance Agent,-broker or a Continental Assurance sales.office. Check.the Yellow Pages.
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