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page 24
Vandalism losses have
risen to the point where
school systems are turn-

ing to tougher loss con-
trol measures and more

self-insurance for pol-
icies covering such ma-
. licious mischief. Premi-
ums for school coverage
are low now, although
a replay of the late-
19605 property insur-

ance crunch may lie
ahead.

Group package page 36

The Northeastern Loggers Assn.
put together a comprehensive
insurance package for its mem-
bers. Automation is making the
industry a more attractive risk.

Marine profile page 30

Federal no-fault

Safety, loss control and self-insured
retentions are top priority for Walter
E. Beaumont, the risk manager for
Foss Launch & Q Tug Co., Seattle.
The Alaska pipeline is keeping
things humming for Foss these days.
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Sen. Warren Magnuson is pushing for a
federal no-fault law, and it's raising
eyebrows in Washington. Insurers and

other senators want more hearings on
the re-filed S. 354 bill.
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the national newsmagazine for buyers of employe, property and liability protection and financial services

Benefit plans cost 32.7 cents of payrol

NEVW YORK-Employe bene-
fits-including health and life in-
surance, retirement and disability
income and severance pay cover-
age-now account for 32.7 cents
of every payroll dollar, up from
25.6 cents ten years ago, accord-
ing to a study released last week
by the Conference Board.

A growing number of U.S. com-
panies are liberalizing their em-
ploye benefits, the study reports.
It notes two major trends:

- Companies increasingly are
paying the full cost of employe
benefits.

= More firms are providing
the same benefits package to all
employes rather than differen-
tiating between white- and blue-
collar workers.

"In the next five years," it
says, "virtually every company
in America with more than a
handful of employes will be
weighing substantive changes in
its employe benefit package. Most
of these expected changes will be
costly: Adding vesting to give
employes lifetime pension guar-
antees; providing three- and four-
week vacations for all employes;
agreeing to pay full cost of in-
flated hospital and major medical
insurance for all employes and
their families; even adding en-
tirely new benefits, such as den-
tal insurance.”

THE CONFERENCE Board
study used benefits policies and
practices of 1,800 U.S. companies,

representing a broad cross-sec-
tion of business, as its base.
Mitchell Meyer and Harland Fox,
compensation specialists for the
board, conducted the study.

Major .rnedical coverage has
become a standard benefit, with
virtually all companies now of-
fering basic hospital-surgical-
nnedical coverage for all enn-
ployes, the study found. Some
95 % of the surveyed firms have
major medical programs for their
office employes; 85 % cover non-
office workers. The company
pays the full cost of employe
coverage in most cases with
costs generally shared by the
company and the employe for
dependents' coverage.

Relatively new types of cover-

Request of foreign risks pulls only one bid, from CNA

Raytheon seeks terrorism cover

By MARIE KRAKOWIECKI

LEXINGTON, MA-The Ray-
theon Co. solicited, and finally
received, a quote on terrorism
insurance for its foreign ware-
houses and assembly areas for the

Hawk dettensive missiles it sells
to nimne NATO countries and
Saudi Arabia, Business Insurance
learned.

The quote came in earlier this
month from CNA,, through Frank
B. Hall & Co. It capped a two-
month search for an underwriter
for the risks, some of which have

values of up to $50 miillion per
location in the NATO countries.

When the CNA quote was first
submitted, Raytheon did not im-
mediately say whether it would
buy the coverage. It was holding
out pending review of CNA's re-

newal proposal for standard

coverages it writes for the con-

tractor.
Russell Cooley, Raytheon's in-
surance manager, said the compa-

ny's deal with customer countries

for the Hawk miissiles includes a
clause making all shipments Ray-
theon's risk until the goods are
accepted by the buyers. It was
only after the contracts were ef-
fective that Raytheon, the con-
tractor, discovered its insurance

Tankers:

Ultra-large
risks

Noel Mostert wrote

"Supership" to describe
problems accompany-
ing the evolution of the

super-tanker. The issues
he describes are called

to the fore in a disaster
likethe Delaware River
crash of a cargo vessel
into an oil tanker. Can
shipping accidents be
prevented? Marine loss
prevention methods are
the subiect of an article
on page 38, a review
of Mr. Mostert's book

coverage excluded terrorism.

Then began a massive search
for a terrorism carrier, con-
ducted chiefly by Frank B.
Hall, although Marsh & McLen-
nan participated on a limited
basis.

"This exclusion for terrorism
does not appear on any of Ray-
theon's standard policies,” Mr.
Cooley said. "Actually, the chance
of a loss does not seem great.
We have never had any experi-
ence with terrorism. But when
you have a $50 million value in
one location, without coverage,

you had better do something
about it.”

HE EXPLAINED' that matters
were complicated when Frank B.
Hall conducted the search for a
terrorism carrier, because some un-
derwriters offering the coverage
wanted to write it with a "short
hour duration” clause of 24 hours
which Raytheon found totally un-
acceptable.

Nearly 40 underwriters were on
the list of prospects which Frank
B. Hall worked from to get the
terrorism quote for Raytheon.

Details of the coverage were not
immediately forthcoming. "If we
decide to buy the coverage from
CNA, it will probably be on our
overall property coverage with
them, which has a $100,000 de-
ductible,” Mr. Cooley said. He
added that it was possible the
terrorism coverage might carry
different terms which had not yet
been fully worked out.

Continued on nnop 2

ages--such as dental insurance,
extended post-hospital care and
Nnursing home care-are begin-
ning to show up in private plans,
the study disclosed. About 10%
of the surveyed firms were found
to offer dental coverage.

Long-term disability insurance

benefits have increased dra-
matically, the Conference Board
said. Only 26% of the companies
had such plans in 1965. Today,
72 % have plans covering man-
agers, 62 % cover office employes,

and 28 % cover non-office workers.

ABOUT HALF of the companies
pay all the costs of this benefit,
up from 25% in 1965.

The greatest shift in short-term
disability insurance, the study
showed, is toward providing
maximum coverage for more than
26 weeks a year. For example,
in 1964, 30% of the manufac-
turers offered coverage for 13
weeks or less, but the figure has
dropped to 15%. Some 20% of
the rmanufacturers now offer
maximum coverage of more than
26 weeks a year, up from 5% a
decade ago.

About 85 % of the companies
have pension plans, up signifi-
cantly over the last decade. The
typical plan-providing vesting

| $: Study

at age 45 and after 15 years of
service-will need to be revised
to comply with the federal pen-
sion reform law. Age and service
requirements will likely be re-
duced. Some 80% of the surveyed
plans pay full pension costs for
all employes.

Savings and thrift plans were
provided by 24% of the manufac-
turers surveyed, up from 6% a
decade ago. For every dollar con-
tributed by the employe the com-
pany generally adds 50 cents.

Stock-ownership plans also
have becorne nnore prevalent:
33 % of the surveyed firms have
them, against 10% a decade ago.

Virtually every surveyed firm
provides group life insurance.
Three-fourths of the employers
provide accidental death and
dismemberment riders. Both of
these show about the same pro-
portion as a decade ago.

Twice as many firms pick up
the full cost of life insurance as
did in 1961. About 45% of the
firms provide a "spouse's pen-
sion" whereby a surviving spouse
receives the pension earned by an
employe if he or she dies before
retirement. Fewer than 10% of
the companies offered this type of
benefit in 1964.

Continued on page 2

Fiduciary insurance is
sought amid confusion

By MARGARET LeROUX

NEWW YORK-Fiduciary lia-
bility insurance has rnade the
trip from obscurity to fame in
record time.

"Last fall we were hard-pressed
to find a market for it,"” a spokes-
man for a major brokerage firm
commented. "Today it's the hot-
test item around.”

At least six U.S. underwriters
are now marketing fiduciary lia-
bility insurance: Aetna Life &

Casualty Co., GATX Insurance -

Co., National Union Fire Insur-
ance Co. (a member of American
International Group), First State
Insurance. Co., CNA Insurance
Group and Travelers Insurance
Co. (See related stories, pages 2
and 10.)

Lloyd's of London also writes
fiduciary liability insurance. (Bus-
iness Insurance, Feb. 3.)

The majority of domestic un-
derwriters, however, is steering

clear of the market. "The subject
is ton rlouriv tNn iNciAfinite Nt

this point," a Kemper Insurance
Group vp noted.

Sonne confusion sterns frorn
the wording of the Employe Re-
tirement Income Security Act
(ERISA), which says a benefit
plan fiduciary may buy insurance
to cover his liability "from and
for his own account.” The law
also says an employer or employe
organization may take out- insur-
ance to cover the liability of fi-
duciaries of its employe benefit or

pension plan.

BUT THE ACT also provides,
with minor exceptions, that any
provision in a policy which would
relieve a fiduciary from personal
liability violates public policy,
and would be void.

The Labor Department has yet
to issue a definitive statement re-
garding the legality of purchasing
indemnity coverage for pension or
employe benefit plan fiduciaries,
which by definition would re-

lieve them of personal liability.

Pryntini.O.4 nn nina 19
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CAMERON AND COLBY CO.
FOR RISK MANAGEMENT
CONSULTING.

As risk ma,agers and consultants we have
worked with multinational, national and *ecional
clients in most major industries. With total objec-
tivity - we work with al!1 -esources bul do not
purc,ase insurance. Nor are we affiliated with a
brokerage organization. Cameron and Co by Co.
is sclely compensated oy. and responsib e to,
client management. Ycur :all will be welcome.

Albert R. Dow, Se-Wor Vice Presiden’

CAMERON oev o

AN OPEN CI Fa.E COMPANY

60 Battewrarch Street, Boston, Massachusetts 02110 - 317/357-2420

Rule due on using plan
assets for fiduciaries

WASHINGTON-The Depart-
ment of Labor will issue a state-
ment shortly indicating whether fiL
duciaries can insure their liability
using plan funds to pay the premi-
um, Business Insurance learned.

Mike Gordon, minority counsel
for the Senate subcommittee on
labor, said "Some sort of state-
ment probably saying, in effect,
it's okay to buy fiduciary lia-
bility insurance for fiduciaries
does not meet the spirit of the
law.™

And one area where the spirit
of the pension reform law may
be violated, Mr. Gordon said,
is in excluding recourse provi-
sions.

A spokesman for Travelers In-
surance Co. said "There's a move-
ment underway to have the Labor
Department rescind that part of
the law.”

"l don't see why the recourse
provision is so horrible,” Mr.
Gordon responded. "The primary

purpose of the recourse provision
is to assure that the plans don't
subsidize breaches of trust by
fiduciaries.”

Trying to get around the re-
course provision by insuring fi-
duciaries on a separate policy,
paying an amount substantially
less than what the fund pays
"raises some serious questions,"”
Mr. Gordon said.

In an interview with Busi-
ness Insurance's sister publication,
Pensions and Investments, Mr.
Gordon noted that the cost of
fiduciary liability insurance may
lead to a Congressional investi-
gation.

"We've had complaints from
smaller corporations saying the
insurance is so costly that they'd
just as soon discontinue the plan,”
he said. "If exorbitant rates are
being charged, one of the upshots
could be a Congressional investi-
gation.”

It is the cost of the protection

Benefit plan trends...

Continued from page 1

Neither unemployment

Pay
nor severance pay have be-
come much more widespread in
the last decade, the study showed.
Under 15% of the firms have sup-
plemental unemployment bene-
fit plans for laid-off workers.
About 56% have severance pay
plans, up slightly in recent years.
The typical plan provides two
weeks pay for most short-service
situations and a week's pay for
each year employed (up to 10 or
12 years) for employes laid-off
after longer service.

Time off with pay has in-
creased for all classes of em-
ployes. Generally, two-week va-
cations are given for less than 10

years of service. Three- and four-
week vacations are usually grant-
ed after 10 and 20 years. One-
third of the firmms surveyed, how-
ever, give three-week vacations

for less than 10 years service, up
from 9 % in 1964.

A NEW TREND highlighted by
the survey is that more first-year
factory workers are receiving two-
week vacations, a benefit former-
ly granted only to office workers.

A typical company now pro-
vides nine paid holidays per
year, two more than a decade
ago. About one-third of the firms
surveyed offer 10 paid holidays or
more, however, up from 19 % in

A e — =8 _ - m

No need to shop any farther...

IOOH AT RIEADER

All-Star Irsurance Corp. is a leader in pioneering innovative primary
coverages augmented by domestic facultative reinsurance
facilities covering 49 states.

All-Star has developed a reputation for skilled

which is likely to cause Congress
to take a look at the situation.
Mr. Gordon - "There

might be a recommendation for

continued,

an amendment to the pension
law specifying types of insurance

which can be sold and at what

premiums_' Lan an |

Raytheon...

Continued from page 1

"If there is any message for
other risk managers here, it is
that they should be aware of po-
tential exclusions for terrorism in
their coverage,”" Mr. Cooley said.

"A seller should avoid the as-
sumption of loss and write it in-
to the contract with the customer.
The only reason we didn't do that
was because our contract was in
force before we realized there

was an exclusion on terrorism,"”
he said.

ANOTHER PROBLEM Mr
Cooley anticipated with terrorism
coverage is a matter of defining
it clearly. "VWhat exactly is ter-
rorism®@ It is not a peril listed
in war risk exclusions. We think
there is a difference, and it is
something for managements to
look at closely now,” he com-
mented.

"Many U.S. managers are not
faced with high values overseas,
so they may not be aware that
some underwriters are busily ex-
cluding terrorism risks from some
of their property coverages," the

Raytheon insurance manager

said.
"But the inability to get this

coverage is great. We had to go

all over the waterfront for it." i

Insurer atty.

nominated

NY regulator

NEW YORK-The former coun-
sel for Intercontinental Financial
Corp., a New Jersey life insurance
company, was nominated by Gov.
Hugh Carey to be the New York
superintendent of insurance, suc-
ceeding Benjamin Schenck, whose
resignation is effective Feb. 28.

Lawrence W. Keepnews, a law-
vyer who described himself as
"active in and around the insur-
ance industry for the past 10 years"
is the nominee, subject to confir-
mation by the state legislature.

Malpractice insurance for New
York physicians, whose policies are
being terminated by the Argonaut
Insurance Co. July 1 (Business
Insurance, Jan. 27) "will receive
top priority consideration,” upén
his taking office, Mr. Keepnews
said.

Recodification of the state insur-

underwriting; ability to package property and casualty
risks, and fast claims service giving agents
and brokers a competitive edge.

ance laws is another major project
Mr. Keepnews hopes to become

A—
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By ELISABETH M. WECHSLER

ing to Mr. Groves, Colorado a

e erb
Bermuda have been ruled out as

AHA seeking non-medical.m @!%@IA@M@ T1eL.

CHICAGO-The American Hos-
pital Assn. (AHA) is internation-
ally seeking a medical malprac-
tice underwriter not presently in
the field to provide the pri-
rnary coverage to hospitals for

its recently-announced reinsur-

by Social Se- try Llo» X
A R to add coverage, not RHQ&Yt and Blue. tCJQé.Sd and the propogﬁdégﬁit%rg\{grﬁovgiqbe

take it away," said James L.
Groves, AHA's risk manager, re-
ferring to an AHA decision not
to negotiate a contract with car-
riers already offering malpractice
policies.

He said he thought Argonaut
knsurance Co. and cathBr malﬁ)rac- "

ICe carriers would "be relieved
that the more than 7,100 hospitals
in the U.S. were being offered a
new source for malpractice cover-
age. Business Insltrance, Feb.
10). Staff physicians or doctors
under hospital contracts would be
covered for work done at par-
ticipating hospitals.

The AHA captive will essen-
tially assume all liability for the
claims made coverage, Mr. Groves
explained. Reinsurance for the
captive is being sought through

"Lloyd’ s of London and other
sources," he added.

"THE REINSURANCE rates
are not firmed up," he said. "We
have an indicated rate but | don't
want it to be firmed up by being
publicized," he added. "Also, we
don't have the membership's
formal permission to proceed."

Whichever national casualty
underwriter AHA chooses to pro-
vide the first layer of coverage
will find the arrangement fi-
nancially attractive, Mr. Groves
promised.

"They'll be guaranteed a profit
-about 3% on every dollar of
coverage," he said. "And they'll
be passing on (to the captive) all
the liability legally entitled to in

each state.”

Mr. Groves said that the AHA
is "talking to five or six mal-
practice underwriters to find out
how much first dollar coverage
they require and how much they
want for that." He explained that
the new arrangement will be de-
signed to offer hospitals the same
coverage they're getting now, or
better if they desire, up to a max-
imum of $15 million per occur-

The AHA captive will assume
$1 million to $1.5 million of that
risk, Mr. Groves said.

The reinsurance of the captive
will be based on a third layer of
coverage for the per occurrence
coverage as well as stop/loss cov-
erage for the capti've itself, he
explained.

"For example, if the loss fund
(captive) reaches $100 million,
we'll be purchasing $162.5 mil-
lion in excess of that," Mr. Groves
said, emphasizing "if we can pur-
chase that much.

"WE WANT TO get the insurer
of the $12.5 million per occurrence
coverage-that's gravy-to pay at
least $12.5 million of the loss fund
coverage," Mr. Groves said.

All details of the new arrange-
ment including the cost of the
captive's reinsurance and the de-
signation of the primary insurer
will be determined by May 17
when the AHA meets again. At
that time a formal vote will be
taken on the dues supplement,
expected to range between $1 and
$4 per hospital bed, Mr. Groves
explained.

The one-time assessment will
provide the AHA with about $2.5
million in capitalization, he con-
tinued.

As yet, the location of the cap-

possible domiciles.

) biggest problem he said. About 6,500 hospitals be-
il {

COLORADO WAS eliminated mwglfgt §l@ |W58 %l %gﬂ(ig ts%?% %%a% &%Lyh% g& %%{ng)&é

as a possibility "in spite of its an Wil .erminate on

captive law," Mr. Groves said, an'A\“mChbé?Wﬁﬁ“lﬁé%eaﬁfe f|§’/eés§/%§rr]ss§r§8tdﬂr|ﬁhgata1h3 [4ms ciatians hecause.of aad experi-
BLFstJﬁ‘?e?ﬁb%‘réﬁ[p“éh‘oemﬁWo carrier for a few months, we'll mage;

q‘ ada y The AHA is working with the
our income Is pal and occ&¥rence ype coverage, he

explained. AmericanMedical Ossn. (VAL

possible can be included.
WHEN ALL THE details are Doctors who are on the hospi-

ﬁgéé?fs% tetita e Loreradebe- worked cuti M Gm\@&a&@tmeéaksdéﬁsmstaﬁ@rcwh@thave
o hospital associations if they wanumﬂytabwmﬂdrbeememdsﬁm
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termination of coverage was prob- mae%aecr ﬁss‘;‘;‘,’a{,iﬂe ,?e ;’:,% responsibilities.
ably unlikely for any of those rea- Out of the approximately 7.123 "Possibly, a doctor who is par-
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Also. Col- lieves, is that an extension policy
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ipal-owned hospltals he added.
Mr. Groves went on to explain

that Bdrmuda was rejected as a

domicile possibility because "we

don want e federal govenn:

Metropolitan Life
has developed a new system
fornandling group dentalplans.

Metropolitan Life has designed
group dental insurance plans
specifically tailored to the
particular needs of a number of
companies large and small.

Our qualifications for admin-
istering a dental plan, and admin-
istering it with great economy,
stem from our development of a
new system especially designed to
handle group dental plans.

Our capabilities include:

Ability to design and implement
a new plan regardless of whether
your company is large or small.

Professional dental consultants
with the expertise to develop and
maintain good relationships With
the dental fraternity at alllevels.

Practicing dentists who serve
as consultants to Metropolitan
clients on a local basis.

A claims processing system

that is fully computerized and
functioning efficiently from both
a facility of payment and
expense point of view.

An experienced staff of com-
munication specialists provides
assistance in developing
literature and other material for
use in giving plan information to
employees.

With the greatly increased
interest in group dental plans,
wouldnt this be a good time to
get the full Metropolitan story?

Call the local Metropolitan
Group Office. They will be most
interested in working with you,
your Metropolitan Sales Group

Representative, your broker or
consultant.

O Metropolitan Life

Wherethefuture isnow
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more careful about emergency

Malpractice carrier... cmeewenmean. Expanded ESOP bill

more precisely where the trouble
is,” he said, adding that the AHA

Contmued from page 3 health insurance legislation would hope to have "a tag on it I_‘ i fI Xi I i I it
tially covered by our policy will Another long-range objective after the first of next year " e I I l p a S ZeS e y

find a better deal for his individ- is upgrading hospital risk man- "Nobody has been able to put
ual coverage than he might other- agement, Mr Groves said He ex- together loss experience statis- WASHINGTON-A bill to make ligates itself to make annual pay-
wise, Mr Groves pointed out plained that AHA staff members tics," Mr. Groves continued "We employe stock ownership plans ments into the trust in amounts

The AHA's long-term goal is to have worked for some time on know we've got about $750 million (ESOP) a more attractive em- sufficient to amortize the debt out
help stimulate states laws that isolating and reducing various in hospital-paid malpractice pre- ploye benefit was filed by Rep of tax deductible dollars "

will ease the medical malpractice types of hospital and treatment miums annually, but the carriers William Frenzel (D-Mn ). Rep Frenzel's bill would:

crisis in a more substantive way. risks but their study lacked apparently haven't broken out Rep. Frenzel said presently a - Provide ESOPs with the same
The AHA plans to press for man- realistic, detailed statistics bodily indury risks coverage be- standard ESOP incorporates a de- flexibility in making distributions
datory arbitration laws, a work- tween doctors and hospitals. It's ferred compensation trust-tech- now enjoyed by profit-sharing

ers' compensation-type schedule WITH THE reinsurance cap- incredible the figures haven't been nically a qualified stock bonus plans. The IRS has previously
of benefits (which would lend a tive, an opportunity to gather collected and analyzed before " trust alone or coupled with a ruled that ESOP distnbutions must

no-fault element to settlements, specific data on related risks At the Washington meeting money purchase pension trust- be company stock The bill would
he said) and "equitable statute of will materialize, Mr Groves ex- where the AHA captive idea was into the financing process itself allow distributions in cash or other
hmitations” laws. plained We'll have a data bank announced, the vote to approve the “In one common technique,” he income-yielding instruments

The AHA is more interested m through loss coding, so we can concept was also an informal vote explamed, "the employes' trust -« Exempt lump sum distribu-
legislation at the state level than find out exactly where the loss to improve the membership's as- borrows to invest in the employer tions of income yielding estates
at the federal level because they is occurnng and what steps can sessment for capitallzation, Mr corporation This then allows the derived from an ESOP from any
beheve their is more hkehhood be taken to reduce it ™ Groves said "We told them we affected employes, subject only to form of taxation, provided the as-
of passage, Mr. Groves said. No- "The captive will give us the didn't want anyone with reserva- the trust paying off the loans, to sets are held to produce a taxable
body at the federal level wants structure to get out to the field tions about the special dues as- become beneficial owners of the second income for the taxpayer
to get into this issue, except pos- with some real numbers. We can't sessment to vote for the idea and company's stock or his beneficiaries.
sibly to tack it onto the national Just tell our membership to be then raise objections later.” - The employer corporation ob-

HOWEVER, if the assets are
converted into spendable income
i and not reinvested within 60 days,

f: 4 Fr,' ni " 2. O=- the uninvested proceeds would be
. 4 1- 74'*%1 8I taxed as ordinary income, instead
of partially at the lower capital

I gains rate permitted under present

law
e’ '3" 9 *llkr f

.0-341.. W.(1 av.
[3)

4
- v 45" -
. Aaiff . > ! r r I benefits for purposes of wage,
4 - r salary, deferred compensation, or

24*"tol )_ ol 49#46' it -

- Exempt payments to an ESOP
for financing purposes from treat-
ment as conventional employe

other employe benefit controls or
- guidelines that might be estab-
lished under executive order, reg-
ulation, or future economic sta-
bilization laws at the federal or

state level
L1

- Remove the present statutory
v
1.3 1 > | fy 2 a S, limitation of 25 % of covered com-

(0]

40/ A 'hy. 1 an employer can contribute to a
0. .
- qualified employe stock owner-

, pensation as the maximum amount

ship plan when such payments
- enable the benefit plan to repay
-6 .A < stock acuisition debt incurred in
. connection with meeting the

employer's capital requirements.
= Provide a tax deduction to
corporations for the amount of
dividends distributed either direct-
294:- ly as taxable second incomes on
" stock held in an employe's account
or used to repay stock acquisition
indebtedness of the employes’

trust.
- And establishes a cutoff on
further contributions in behalf of
e any employe when the value of
assets that an employe has ac-
quired during his working life-
time through one or more ESOPs
f exceeds $500,000.

448.516Yz Political risk

S If . h I OP/C covers
ell INnsurance can neip you top $400 mi/

cut the fat out of overhead I ——

insurance coverage totalling $462 7
miillion was sold in the last six

months of 1974 on American in-

Management today is critically concerned with cost ones to an excess carrier And it can provide effective vestments in developing countries,
reductions. Understandably so coverage, not only for workman's compensation, but the Overseas Private Investment
. c id.

This means that today, perhaps more than ever be- for all exposures property, auto, products, and general o_lfi:i')tal Amount breaks down
fore, self insurance can be the means of trimming ex- habilities, dishonesty, employee fidelity, and others into $160 2 million for inconverti-
penses Of keeping insurance premiums in your own Last year we handled more than 32,000 losses and bility risks, $172.4 million for ex-
working capital Of accruing cash flow claims, and we administered client funds propriation risks, and $130 million

. . . - for war risks.
benefits Of avoiding tough underwriting exceeding $21,400,000
and unbending insurance company To see how you can have a better THE NEW COVERAGE was
policies insurance program with a reduction In written on 69 projects in 25
Your own customized Gallagher- 1-r-774 overhead, let us give you a detailed delve'°p‘”9 ”2“_0”3- during the

H . g . nsurance riyers uring e sIX
assisted program allows you to retain 43** competitive comparison of your pres- months period paid in $13.5 mil-
the small risks and transfer the large ent plan Please contact us lion in premium, OPIC said, for

existing pollcies
Insurance reserves at the close
f busi Dec. 31, 1974, d
ART H U R J - GAL LAG H E R & CO - Zt $L’llsz:r5‘egssmci'::ione:ﬂer cash ssettct)lc;-
ment of four claims, including the
paymenf of $34.7 million to Inter-

national Telephone & Telegraph
Corp.

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

« An Intemational Organization Providing Excess Cdverages and All Related Services for Self Insurers
« Brokers for Commercial, Industrial and Institutional Insurance Programs



These are dolosse...42 tons of concrete and steel each.
A weighty safety problem too!

The unrelenting, ever-hungry sea.
For years it disrupted vital west coast
shipping by tearing away at the en-
trance to Humboldt Bay, California.
Then in 1970, our policyholder, the
Umpqua Division of Bohemia, Inc.,
undertook a U.S. Army Corps of En-

gineers contract to prevent further
wave-caused erosion.

The plan consisted of jetty repair using 232 million
pounds of core stone followed by the application of a
wave-defeating armor called "dolosse"...huge, inter-
locking concrete structures that look like cufflinks. Ex-
cept that each arm is 15 feet long and five feet in
diameter, and a single dolos weighs 42 tons. Nearly
5000 were required! And when you start manufacturing,
transporting and placing structures like these by the
thousands, you'd better have anticipated Murphy's Law
(If something can go wrong, it will).

So we prepared a tailor-made safety
program in cooperation with Umpqua
and the Corps. We férmed a team of
construction specialists who began
by attending preconstruction meet-
ings and continued participating
throughout the project. They worked
at all levels... with management,
with the construction crews; they
even alerted local medical services. And despite rough
seas and other problems that made working conditions
"unusually severe, unprediclable, and hazardous", the
project was completed with a remarkable safety record

not one lost time accident in jetty operations.
(Murphy's Law defeated.)

Successfully performing a job unique in the history of
American marine construction requires an innovative
company like Umpqua. It requires an innovative insurer
too. Like the kind you find when you come to the source.

COME TO THE SOURCE
Get theWausau Story

EMPLOYERS INSURANCE OF WAUSAU Wausau, Wisconsin
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City of Madison's insurance fund
allows risk management methods

By MARGARET LeROUX

MADISON, WIl.-Dennis Twee-
dale, risk manager for the city of
Madison, has a risk management
tool that makes his job a lot
easier: a $900,000 insurance fund.

"The fund allows the city to
self-insure extensively and use
sophisticated management
techniques,"” Mr. Tweedale says.

risk

Five basic policies are built
around the fund, the risk manager
explained: liability, fire and ex-
tended coverage, a fleet physical
damage policy for city vehicles,
boiler insurance and workers'
cornpensation.

The city retains at least a
$25,000 deductible on most of its

policies with the exception of

boiler insurance. That policy, un-
derwritten by Arkwright Boston,
one of the Factory Mutual corn-
panies, has a $1,000 deductible and
a $1 million limit.

Sentry Indemnity Insurance Co.
underwrites the primary layer of
liability coverage for the city. Ex-
cess layers are insured with the
Stonewall Insurance Co. and the
total liability limit is $5 million.

Sentry also underwrites fire and
extended coverage replacement
value policy and the fleet physical
damage policy for the city's ve-
hicles, total value estimated at
$5 million.

The city assumes the first $30,-
000 of workers' compensation pay-
ments and the excess is insured

with. Employers of Wausau.

The insurance fund originated in
the 1920s when the board of edu-
cation requested that the city
council contribute $15,000 a year
for a five year period to a fund
insuring city school buildings
against fire and wind damage.

"AFTER THE five years were
up, the city council kept making
annual contributions,” Mr. Twee-
dale related, "and the fund kept
growing.

"We've had phenomenal luck,”
he continued, "in that minimal

losses have been paid from that
fund.”

The board of education is
now separately administered,
"though we insure $80 million

worth of its properties," Mr. Twee-

dale said. "And the city insurance
fund is responsible for the first
$250,000 in losses sustained by
board of education properties."”

Despite the existence of the
fund, insurance coverage for the
city was disorganized and hap-
hazard until the 1960s, the city
risk manager said.

"No one was looking at the over-
all risk potential,” Mr. Tweedale
said. In 1968, a reorganization of
the city finance department re-
sulted in the creation of a risk
management position first held by
Gerald Surfus, who recently be-
came risk manager for the County
of Los Angeles.

Under Mr. Surfus, the fund be-
came the basis for building insur-
ance for the city which included,
for the first time, excess layers of
coverage, Mr. Tweedale explained.
"Previously the different city de-
partments budgeted for and pur-
chased their own insurance. These

policies were consolidated by the

risk management department and .

Budding sid /iHisname is Bill Hanley and he's the

owner of Wm. C. Han/ey Associates of Pittsburgh, Pennsylvania, an independent insurance
agency that is one of the northeast's leading producers of genera/ aviation insurance business.
E] That Beech Bonahza also belongs to Bill. He bought it about three years ago and logs well over
200 hours a year visiting clients on weekdays and relaxing on weekends. 0 Although he's still a
novice on the ski s/opes, don't be surprised if he'll soon qualify as an expert. He's that type of guy.
0 When it comes to insurance, there's not much you can teach Bill Hanley. He's a pro. That's why
he has his own aviation insurance with USA/G, the pros in aviation insurance. m "USAIG is a lot
more than just another insurance market", says Bill. "Their people really know their business and
it shows in everything they do. if 1 have a prob/em, they usually have a solution. They
really take an interest in your business. And when it comes to paying claims, nobody's

any quicker. They're tops in my book. , U S AN G unmo sTmES RIRCHAFT InSURfinCE GROUP

NEW YORK - ATLANTA - CHICAGO - OALLAS - LOS ANGELES - SAN FRANCISCO

paid out of the insurance fund and
the city council's annual contri-
bution to the fund has increased
to $130,000."

The existence of the fund does
create some problems, Mr. Twee-
dale conceded. "It's hard to main-
tain the integrity of the fund's in-
tent,” he said. "If an unusual or
unexpected expense comes up, the
fund is the first place the city

council turns to.”

FOR EXAMPLE, in 1971 the city
council passed an ordinance grant-
ing any police officer or firefighter
permanently disabled in the course
of performing his job an amount
totaling twice his annual salary,
"on the average $25,000."

However, no insurance poli-
cy was purchased to cover that
risk and when two claims were
filed in 1973, the city attorney
handed down a ruling saying that
payments must be made from the
imNmnsuramnce furnd . —

Risk management in the city of
Madison, which is the site of the
state capitol and other government
buildings as well as the University
of Wisconsin, has other unique
problenns.

Madison can't help but have a
close relationship with the uni-
versity, whose buildings dominate
the center of town. The combined
city-university population is 174,-
000. Mr. Tweedale, in fact, comes
to municipal risk management
from the position of risk manager
for the university.

The city contracts with the uni-
versity and state offices to provide
them with fire protection, sewage
and other municipal services.

The biggest expense for Madi-
son's risk management department
is workers' compensation. Costs
average $100,000 per year and are
mostly back-related injuries.

"We'd like to set up some sort
of pre-placement orthopedic exam
for city employes in jobs where
there would be a lot of heavy lift-
ing," the risk manager explained,
"so we know where we're at...
so we'll have some experience
data.

"We're looking into the pos-
sibility of self-insuring the hos-
pitalization portion of the health
insurance program for the city em-
ployes," he continued.

CURRENTLY THE Wisconsin
Position Services underwrites and
administers billing for the hos-
pitalization, major medical and
physicians' services.

"Since 96 % of the hospitaliza-
tion billing is from four area hos-
pitals, I'd like to see if we could
administer the billing process
cheaper," the city risk manager
noted. "There's a cash flow savings
that way.

"We're aiming at keeping our
total costs for insurance premiums
and self-insurance losses to 0.5 %
of the city budget,"” Mr. Tweedale
explained.

The city's insurance expenses for
1973 were $289,762 of a city bud-
get of $38,042,000. Mr. Tweedale
estimates 1974's expenses at $246,-
800 of the $41,402,000 city budget
and projects 1975 expenses as
$232,000 of a $50,812,000 budget,
a figure close to 0.5 %,

The city's biggest exposure is its
buses, he says. All 140 of them are
parked in one lot between 12:30
and 6 a.m. "That's a $3 miillion loss
potential in one area,” Mr. Twee-
dale noted.

"l asked the city transit man-
ager to consider parking some of
the buses at a separate location to
spread the risk, but that would in-
volve an additional $60,000 pay-
roll expense for security guards,”
he said.

The city transit committee de-
feated the proposal.

Mr. Tweedale's complaint is
familiar to all municipal risk man-
agers: "My what-ifs don't stand up
against their budget figures." -



When you're surrounded by perils,
we still hold the fort on costs.

Don't face your property and liability risks one at a time. Take
them all on with a Kemper package policy. You'll save as much
as 35% compared to standard rates for individual coverages.

Sometimes more.

Combined property and liability insurance-we invent ways to
keep it flexible.With special programs for everything from
apartment buildings to processing plants. From hotels to factories.

And if you've taken extra steps
to make your business

safe, like sprinklers and

watch service, we're the

outfit that can probably

save you even more.

Now, more than ever, it's
time to call out the troops.
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InsuRance

KempeR

companies

Call the people who cover the territory. Your independent agent or broker who represents ' P
the Kemper Insurance Companies. Or write Pete Standbridge, Sales Manager, We're with yOU
Kemper Insurance Companies, Long Grove, lllinois 60049.
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T o receive literature listed in Info for Buyers write
1 directly to the name and address accompanying each

item, mentioning that you saw the offering in Business

Insurance. Readers are welcome to submit items for

possible inclusion in the column. A sample of your

literature should be sent to Info for Buyers, Business
Insurance, 740 Rush St., Chicago, Il. 60611.

- The Medical Group Manage-
ment Assn. has published a Man-
ual on Insurance. It provides a
clinic administrator with basic
information on the concepts of
insurance and risk management
and it will assist both the fee-for-
service and prepaid rnedical
group practice administrator. The
major sections include business
insurance, insurance for the pro-
fessional staff and insurance con-

siderations of prepayment. The

,«S'

manual is available for $6.00
from the Medical Group Manage-
ment Assn., 4101 E. Louisiana
Ave., Denver, Co. 80222.

. News about the Employe
Retirement Income Security Act
of 1974 is a booklet prepared by
the Department of Labor to out-
line the principal provisions of the
Act. Copies may be obtained from
Labor-Management Services Ad-
ministration field offices in all

major cities, or from the field of-
fice at 1111 20th St., NW, Wash-
ington, D.C. 20210.

= The Medical Group Management
Assn. (MGMA) is offering The
Superbill: A Guide to a Uniform
System of Billing and/or Claims,
a "do it yourself" billing system
designed for doctors or group
practices to eliminate insurance
claims processing backlog and cut
overhead. The 51-page guide is
$10. Write the MGMA at 4101 E.
Louisiana Ave., Denver, Co. 80222.

= Two checklists for OSHA com-
pliance-one for general industry
and one for construction-are
available from the Atlantic Cos.
They cover the most commonly
inspected areas of inspection and
about 90 %% of all OSHA-listed
standards. Single copies are avail-
able by writing to Engineering
Administration, the Atlantic Cos.,
45 Wall St., New York, N.Y.
10005.

ANXious

about opening the door

to dental benefits™?

Don't be. —

A Need ... A Response ...
Metropolitan Life discusses the
insurance company's response to
society's needs through equal em-
ployment opportunity practices,
financial investments and contri-
butions, community involvement
and health education A free copy
of this fully illustrated, 20-page
brochure is available by writing
Metropolitan Life Insurance Co.,
Press Relations, Room 1204, One
Madison Ave., New York, N.Y.
10010.

. Micro-Gen Equipment Corp.
is offering a free booklet outlin-
ing the capabilities of Micron
Generation equipment for control
of smoke odor and other undesir-
able odors. For free copies of the
booklet write the company, 4418
Woodcock Dr., San Antonio, Tx.
78284.

. How to Insure Your Insurance,
published by Marshall & Stevens
Inc., points out some of the traps

HAS can open the door to if

success in the growing dental *

benefits market by providing

complete benefit planning,

administration, and solid relations

with the dental profession.

No painful development costs

or staffing up.

We'll tell you how

with no strings attached.
We're HAS. Write us.”

* For our Dental Program Design
and Administration Brochure.

Ask about our Guide to Benefit

Planning, too.

HEALJH

PLICATION SYSTEMS

3 Id Bayshore Highway, Burlingame, California 94010

The Experts in Medical. Dental, and Drug Benefit Programs.

in the corporate insurance policy
and suggests how to avoid them.
The coverage trap ... determin-
ing correct values for covered
items, and the proof of loss trap
. . . being ready with what's
really required for a fast, fair
settlement are discussed. For a
free copy write John Heath Jr.,
Marshall & Stevens Inc., 1645
Beverly Blvd., Los Angeles, Ca.
90026.

-C.V. Industries is making
available a descriptive brochure
on The New SFH Sprinklers, de-
signed to bring "a new dimension
to fire protection sprinklers-
beauty.” For a free copy write the
firm at 2334 Market St., Jackson-

ville, FI. 32206.

= Claims Guide for Goods and
Merchandise is intended to serve
as a guide in the handling of
losses and darnage to property
while in transit. For a free copy
write S. Hobart Lockett, Marine
Claims Department, Marsh &
MelLennan Inc., 1221 Avenue of

the Americas, New York, N.Y.
10020.

. Stop Passing the Buck-The
MEMS Guide to Self-Insurance
is published by Market Facilities
Management Services. Itis a
guide for risk managers, insur-
ance buyers and corporate exec-
utives concerned with the insur-
ance needs of their businesses. It
describes MFMS programs in the
casualty, workmen's compensa-
tion and employe benefits areas.
For a copy write Alan Cooper,
Market Facilities Management
Services, 3435 Wilshire Blvd.,
Suite 1600, Los Angeles, Cal.
90010.

- Today's Appraisals and the
Valuation Revolution, available
from Marshall & Stevens Inc.,
contains facts on new tools and
techniques of today's professional
appraiser. It suggests revolution-
ary methods which can be used to
gain tighter control on ever-
changing values for insurance and
other purposes. Complete listing
of commercial appraisal services
provided by the company and
world wide associates is included.
For a free copy write John Heath,
Jr. Marshall & Stevens Inc., 1645
Beverly Blvd., Los Angeles, Ca.
90026.

= Literature from Mosler details
the company's concept of lock se-
curity and explains the variety of
lock systems available. Seven
different types of locks are
shown and their function and ap-
plications are explained. For a
copy of the literature write Mos-
ler, Dept. LF-73, 1561 Grand
Blvd., Hamilton, Oh. 45012.

- A full color, sound film en-
titled Crisis Management is avail-
able from Charles S. MacCrone
Productions. The film deals with
the process of evaluating business
risk exposure, realigning preven-
tive priorities and capabilities,
and utilizing business and police
resources to deal effectively with
the risk of criminal confronta-
tions. The film may be either
purchased or rented. For com-
plete information, write Charles
S. MacCrone Productions, 8048
Soquel Dr., Aptos Village, Aptos,
Ca. 95003.

. How Not to Cook Your Corpo-
rate Goose, a brochure from Mar-
shall & Stevens Inc., succinctly
suggests practical precautionary
steps the corporate risk manager
can take to be sure of adequate
coverage and usable proof of loss.
The emerging role of the profes-
sional valuation consultant in the
corporate insurance program is
spelled out. For a free copy write
John Heath Jr., Marshall &
Stevens Inc., 1645 Beverly Blvd.,
Los Angeles, Ca., 90026.



* A brochure titled Top Security
is available from Multra-Guard
Inc. The company's Multra-Sonic
2 system, a sound detection system
that allows a monitor to "listen”
to noises on protected premises is
highlighted. For a free copy write
Lon B. Fugate, vp, Multra-Guard
Inc., 1930 E. Pembroke Ave.,
Hampton, Va. 23663.

» Royal-Globe Insurance Cos.
have prepared a booklet which
tells how to Reduce Product Lia-
bility through Management Con-
trol. It focuses on the cost and
benefits to be obtained through
improved design and processes,
as well as the articulation of loss
control programs. For a free copy
write to Royal-Globe Insurance
Cos., 150 William St., New York,

N.Y. 10038.

. A new 12-page condensed
catalog describing many of the
popular burglar and fire alarm
products is now available from
Morse Products Mfg. Included in
the fully illustrated catalog are
burglar alarm transmitters, fire
alarm equipment, central station
equipment and a new security
polling system. For a free copy
write Morse Products Mfg., 12960
Bradley Ave., Sylmar, Ca. 91342.

- MEDICAID-Lessons for Na-
tional Health Insurance is a book
that gives an overview of the prob-
lerns associated with the grant-in-
aid program of health care and the
implications for the nation's health
care system under national health
insurance. Written by Allen D.
Spiegel, Ph.D., and Simon Podair,
M.A., the 375-page book is $24.
Write Dept. HI, Health Law Cen-
ter, Aspen Systems Corp., 11600
Nebel St., Rockville, Md. 20852.

« Two brochures that describe
access control systems are avail-
able from Diebold Inc. The die-
bold pamphlets explain the
flexibility and effectiveness of
the R20 and R40 access security
systems with illustrations and di-
agrams. For free copies write
Rod Saunders, Advertising Mgr.,
Diebold, Inc., 818 Mulberry Rd.,
Canton, Oh. 44711.

. Diebold Insulated Files de-
scribes the complete line of insu-
lated filing cabinets marketed by
Diebold Inc. Charts and model
illustrations are included in the
eight-page pamphlet. A free copy
can be obtained by writing Rod
Saunders, Advertising Mgr., Die-
bold, Inc., 818 Mulberry Rd.,
Canton, Oh. 44711.

« Liberty Mutual Insurance Co.
has made available Medical and
Rehabilitation Services. The book-
let describes the rehabilitative
services available to injured work-
ers who are covered under the
company's workers' compensation
insurance. Copies can be obtained
by writing the company, Public
Relations Dept., 175 Berkeley St.,
Boston, Ma. 02117.

. Kidnap and Ransom Insurance
is a new. brochure released by
Lowndes Lambert (U.S.A.) Inc.
A schedule of recent ransom
cases involving underwriters in
the London market is included as
are copies of the policy form in
current use, proposal fornns for
use by both firms and individuals
and personal accident extensions.
For a free copy write Lowndes
Lambert, 15 Broad St., Boston,
Ma. 02109.

» New Concepts in Self Funding
Employee Benefits describes self
funding group accident and
health administrative programs
offered by Market Facilities
Management Services. It is de-
signed to explain the benefits of
such a program for business and
institutions that can qualify for

these programs. This should be

read by risk managers, corpo-
rate executives and anyone en-
trusted with the responsibility of
purchasing employe benefit pro-
grams. For a free copy write
Alan Cooper, Market Facilities
Management Services, 3435 Wil-
shire Blvd. #1600, Los Angeles,
Ca. 90010.

EST. 1899

« Self-funding Through the Uni-
versal Health Care System is an
eight-page brochure describing
the self-funding concept and the
"health card."” For a free copy
write William Alcott, Universal
Health Care Inc., 2281 Mack Ave.,
St. Clair Shores, Mi. 48080.

< For Your Healthy Tomorrow, a
brochure published by American
Health Profiles Inc., describes, in
pictures and text, multiphasic
health screening as performed by
the health testing firm. For a free
copy, write American Health Pro-

files, 4304 Harding Rd., Nashville,
Tn. 37205.
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DAVIS, BORLAND & CO.

INSURANCE BROKERS

99 CHURCH ST., N.Y., N.Y. 10007

TEL: (212) 791-2100

For risk management that
pays off at the bottom line,
try the James equation.

This equation shows how
James works to make risk
management programs
steadily more effective. For
thousands of growing corpo-
rate clients. Around the coun-
try and around the world.

Minimizing the sum of:
Self-insuredtosses

-+

Premiums for your insurance
-+

Loss control expenses you

absorb

Risk management adminis-
trative expenses

Effective Risk Management

Let's take the equation apart
and see what it holds for your
organization.There arethree
divisions inthe management
of risk. Eliminate or reduce it.
(Loss control expenses).
Transfer ii (Premiums for in-
surance). Assume all gr- part
A il (Self-insured losses).
James professionals can
help you identify the shape
and scope of your risk. And
suggest which choices, in
what combination, are likely

James

tominimize yourtotal risk

management cost.

There is no pat answer, no
canned solution. Each situa-
tion is different, and we ana-
lyzeit as such. We might advise
one company to assume more
riskandtransfer less.This
might raise the cost of self-
insured losses whilecutting
insurance premiums more. In
anothercase, ourtechnical
services may be used to lower
the incidence of accidents.
This could raise loss control
costs but more sharply reduce
self-insured losses. The driv-
ing idea of this balanced ap-
proach is to progressively
minimize total risk manage-
ment cost. Which is another
way of saying effective risk

management.

For more information on
how effective risk manage-
ment can help your organiza-
tion atthe bottom line, write
Thomas J. Ryan, President,
Fred. S. James&Co., Inc.
230 West Monroe Street,
Chicago, lllinois 60606.

Misk Management

Fred. S. James & Co., Inc.

Insurance Brokers and Consultants since 1858

MORE THAN 80 OFFICES TO SERVE YOU THROUGHOUT THE WORLD

We welcome inquiries from any licensed agent or broker. You don't have to be a regular producer to place business with American Home.
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riauciaries. ..

Continued from page 1

Another problem area in the
pension reform act is the recourse
clause required in all policies
purchased with the plan's funds.
Those who drew up the pension
law believed that the defense of
a trustee or fiduciary who has
allegedly breached a trust should
not be subsidized by the trust's
beneficiaries. This recourse clause
says the insurer can recover any
loss from the insured fiduciary.

Underwriters approached these
problems in a variety of ways.
Aetna offers a separate elimina-
tion of recourse policy for fi-
duciaries to buy personally. First
State and National Union don't
include recourse clauses in their
basic policies, which are designed
to be purchased as personal poli-
cies or by the company.

"We'd have to charge a signifi-
cantly higher premium, from 25%

to 50% of the cost of the policy,
to include a recourse provision,"”

a First State spokesman said.

THUS, THE Taft-Hartley or
jointly administered plans which
require recourse provisions in any
liability policy will pay more for
coverage than a health and wel-
fare plan covering employes of a
single company.

Travelers offers an endorse-
ment covering fiduciaries which
can be added to a general lia-
bility policy written for its in-
sureds.

The GATX approach is the
most complicated: It writes three
separate policies to cover the
plan, the individual fiduciaries
and a trust reimbursement policy
for defense costs if a plan is re-

quired to pay a fiduciary for his .

legal expenses in defending a
claim. Each policy has a separate
premium.

Premiums are generally based
on the size and assets of a plan

and include a $1,000 deductible
which does not apply to defense
costs. The exception is the First
State policy which has a per loss
deductible of $1,000 which in-
cludes defense costs.

CNA "is working on a new
package and until all the wrin-
kles are worked out we'd prefer
not to quote any. figures,” a
spokesman said.

The number of exclusions also
varies from policy to policy but
standard among them are puni-
tive and exemplary damages.

Chicago-based Wyatt Co., in an
analysis of fiduciary liability
policies now available to clients,
concludes that only three of the
policies-GATX, National Union,
and CNA-are acceptable with
minor modification, this magazine
Wyatt
Lloyd's policy acceptable only with

learned. considers the
major modificaton, and considers
the Aetna and First State policies
unacceptable.

CNA, however, said the policy

referred to is an ocout-of-date
trustee insurance policy, now be-
ing completely revamped.

Highlights of the coverages of-
fered by the domestic under-
writers of fiduciary liability in-
surance include:

. AETNA: A mMinimum pre-
mium for a Taft-Hartley plan to
receive $1 million in coverage
would be $1,000. Lower limits of
coverage are discounted; pre-
miums of "approximately $825 for
a $500,000 limit and $700 for a
$250,000 limit are the most fre-
quently quoted figures,” a com-
pany spokesman said.

Aetna's maximum limit is $5
million, carrying with it a $2,000
premium. The separate personal
policy for internal fiduciaries of-
fers them the same limits of
coverage at a cost of $25 per fi-
duciary. Aetna will cover ex-
ternal plan managers at another

separate rate of 5 % of the pre-

mium.

From a small beverage stand serving
draft root beer to over 2,000 quick
service restaurants in 47 states,
Canada and the Far East. That's

the A&W growth story And now
wherever A&W franchisees may

be they can enjoy multiple line
insurance protection and quick

service from Home.

Through insurance broker
Fred. S. James & Co. The Home
protects A&W people and property

with convenience and economy We
do the same for a number of other

national and multinational franchises

Home knows the franchise field.

Home knows quick service. Whnt
proof? Contact your broker. Or look
for your Home agent in the

Yellow Pages.

Home

NnNsurance

Companies

Insured benefit plans have a

different rating base, the Aetna
spokesman said.

- NATIONAL UNION: Both
Taft-Hartley and company-ad-
ministered health and welfare
plans are covered in the same
policy. No minimum premium
would be quoted by the company,
but a maximum limit of $15 mil-
lion is available, a spokesman
said, "with higher limits avail-
able through reinsurance.”

Outside fund managers for the
plan are not included.

"Somewhere along the line
we'll consider a special policy for
money managers or bank trust
departments,” the spokesman said.

- FIRST STATE: An unusual
feature of this policy is that it will
pay a portion of the civil penal-
ties assessed a plan accused of
engaging in transactions prohib-
ited by ERISA. A fine of 5% of
the amount involved in the trans-
action is assessed a plan found to
have engaged in prohibited trans-
actions and the First State policy
will cover this amount.

If a plan doesn't correct the
transaction within 90 days, the
penalty is increased to 100% of
the amount involved; this fine is
not covered.

For a $500,000 liability limit a
plan with assets of less than $1
million and less than 100 partici-
pants would pay a premium of
$500, a First spokesman said.

"Rates then increase according
to size and assets of the plan with
a maximum limit of $5 million in
coverage for a plan with assets in
excess of $20 million,” he added.
"The premium for this policy
would be about $3,000."

First State's rating schedule
includes credits for insured plans
and plans with professional advis-
ers and professional administrators,
although outside managers are not
included in the policy.

. TRAVELERS: "This policy
offers $250,000, $500,000 and $1
miillion limits of liability with
premiums based on a combina-
tion of plan size and assets.

The policy has a standard ex-
clusion; "We won't respond if a
plan is either unfunded, unin-
sured or not part of a written
trust,” a company spokesman
said. "A plan has to meet one of
those three criteria.”

The Travelers policy doesn't in-
sure external fiduciaries. "The
form covers average exposures,”
the spokesman said, "but is ne-

gotiable for the more sophisti-
cated risk.”

- GATX: This policy includes
a complex rating system with
heavy surcharges for Taft-Hart-
ley plans. The minimum premium
for $1 million limit of liability for
a plan with $1 million in assets
and up to 1,000 participants is
$650.

If a plan is not insured, a 50 %
increase is applied to the mini-
mum premium and if the plan is
jointly-administered another in-
crease of approximately 150% is
applied.

Tit's their intention to write
the single employer fund rather
than Taft-Hartley plans,” a
broker commented on the GATX
policy.

Most of the response to fiduci-
ary liability insurance will come
from Taft-Hartley plans, accord-
ing to Lance Sanberg, vp, Mack &
Parker, a Chicago-based broker-
age firm.

"Taft-Hartley trustees are the
guys who are concerned; they're
the ones who are buying,” Mr.
Sanberg said. "The corporate re-
sponse has been more casual,
though your large corporations
will probably buy it just as they
did directors’ and officers’ insur-

ance a few years ago." -



Federal no-fault bill stirs

calls for more hearings
by senator, insurers

By RICHARD L. GORDON

WASHINGTON-A dispute is
developing over Sen. Warren G.
Magnuson's (D-Wa.) apparent in-
tent to push a no-fault auto in-
surance bill onto the floor of the
Senate without another round of
public hearings by the Senate
commerce committee.

Sen. Magnuson, chairman of
the commerce committee, late last
month refiled, with only technical
corrections, S. 354, a no-fault auto
insurance bill passed by the Sen-
ate last May 1, in a 53 to 42 vote.

The House last year failed to
act on a no-fault bill before Con-
gress adjourned in December.

The Senator doesn't want to
hold public hearings again, a
Magnuson aide told this maga-
zine, "because the bill is not some-
thing that's suddenly dropped
out of the sky. It's the same bill
that's been here for six years.

INSTEAD OF hearings, the
Senator invited interested parties
to file written comments with the
commerce committee.

Sen. James L. Buckley (Con-
servative-N.Y.), a commerce com-
mittee member, and two insur-
ance groups so far have objected
to the no-hearings idea.

The theme for most of the ob-
jections has been the fact that
the final Senate version of the
bill had been amended in sev-
eral areas during floor debate
and was not the same proposal
that previous committee hearings
had discussed.

Sen. Buckley, in a letter to Sen.
Magnuson this month, listed the
following amendments as signifi-
cant changes from the no-fault
bill reported out by the Senate
commerce and judiciary commit-
tees last year:

- an amendment removing the
$2,500 deductible from any tort
recovery, a step likely to "in-
crease the cost of insurance,” ac-
cording to Sen. Buckley;

e an amendment reducing the
tort threshold from six months to
90 days, which he said could fail
to relieve any court congestion;

- an amendment allowing
health insurance to be the pri-
mary source for medical benefits,
which he said could result in a
duplication of efforts in accident
investigation and loss of benefits
to a worker who has lost his job,
and hence his health insurance;

- an amendment giving states
with no-fault laws in place a four

OPIC offers

coverages in

Bangladesh

VWASHINGTON-Political risk
insurance for American invest-
ments in Bangladesh will be made
available through the Overseas
Private Investment Corp. (OPIC).

OPIC said Bangladesh is inter-
ested in attracting new foreign in-
vestment to support its agricultural
and agri-business programs and is
also interested in new investment
in labor intensive, export oriented
light industry.

OPIC said Bangladesh would
offer investors guaranties against
nationalization. OPIC offers insur-
ance coverage for expropriations,

currency inconvertibility, and war
- —_m =

year moratorium on meeting fed-
eral standards while forcing other
states to immediately accept fed-
eral standards;

- an amendment requiring an
annual report from the Secretary
of Transportation "on just about
every aspect of the operation of
state no-fault laws," which, he
said, amounts potentially to total
federal regulation of the insur-
ance industry;

- an amendment authorizing
$10 million to cover state costs of
implementing no-fault laws,
which, he said, "raises serious
questions about the funding of a

federal no-fault standards law
and completely destroys the cost-
saving argument.”

"IN VIEVWW OF these and other
changes made in S. 354 since it
was last considered by the com-
merce committee, | would urge
that the committee hold full hear-
ings on no-fault legislation,"” Sen.
Buckley told Sen. Magnuson.

Similar concerns were voiced
by both the American Mutual In-
surance Alliance and the Nation-
al Assn. of Independent Insurers.

Sen. Magnuson is sticking by
estimates that his no-fault bill
would save consumers 12 % to
15% in auto insurance premiums
and result in additional savings to
the taxpayer through less crowd-
ed courts.

"And at the rate we are going,”
Sen. Magnuson said, that last
point-'savings to the taxpayer’
--should be changed to 'reduc-
tion of the federal budget deficit.’

"It is a fact,"” he said, that the

OPNON ~
PLAY

The capacity to adapt quickly to changing conditions marks the competent profes-
sional in business as well as in sports.
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federal government is the largest
owner and operator of motor ve-
hicles in the United States, and it
would therefore save a consider-
able amount of money from what
it now pays as a self-insurer of
all those postal service, military,
and other motor vehicles.”

On the house side, no-fault,
action is being slowed by a re-
organization underway in inter-

state and foreign commerce com-
mittees.

The reorganization has taken
no-fault jurisdiction out from un-
der its previous chief House spon-
sor, Rep. John E. Moss (D-Ca.).

No-fault legislation is now be-
ing shifted to a new consumer
protection and finance subcom-
mittee, chaired by Rep. Lionel
Van Deerlin (D-Ca.). -
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If you're quarterbacking your company's pension or profit sharing fund's invest-
ments, you'll quickly appreciate the usefulness of Crown Life's group pension prod-

ucts.

If steady ground-gaining appeals to you, we offer the guarantees of Deposit Admin-

istration.

Our "GRIP" packagegives you additional options-fixed income fundsand an equity
fund, in proportions you choose and can change as conditions warrant.

We can give you actuarial or administrative aid, too, if you need it.
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Forinsurance problems on land, inthe air, oronthe sea.

Call inthe MC,AC specialists. Spe-
cialists who can solve a multitude
of marine insurance problems any-
where you happen to be.

Because MOAC offers knowl-

edgeabje service from 51 offices in
the U.S. and Canada.

What s more, each branch office
has the authority to handle most
problems on its own-without the
need for time-consuming out-of-
town approvals.

We cover a wide variety of risks -

Callinthe Marines.

from boilers on barges to tractors
on trains to machinery in mines-
through a unique underwritihg ser-
vice that offers a comprehensive
selection of commercial inland and
wet marine coverages.

And MOAC policies can also be
carefully hand-crafted to match the

special characteristics of any risk,
or any kind of account.

We know our business.
And we want yours.

MOAChasgrowntobetheworld's
largest commercial marine insur-
ance company.

We did itwith hard work. We did
it by proving we know our business.

Sowhenyou need an underwriter
with specialized know-how, call in
the experts. Call in the Marines.

For a ccmplete list of our. offices,
and an interestihg repon on our
operations. write James | Kelley,
executive vice president. MOAC, 80
Maiden Lane, NewYork, N.Y. 10038.
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Would mean extended health benefits for unemployed

Bill proposes federal benefit subsidy

WASHINGTON-The federal
government would pay up to $1.5
billion to continue employer-
sponsored health insurance bene-
fits for unemployed
through June 30, 1976, under a
bill filed in the Senate this month.

workers

"The absolutely appalling un-
employment statistics released
this month dramatically under-
score the urgency of enacting
this kind of legislation,” said
Sen. Harrison Williams (D-N.J.),
a sponsor of the bill and chairman
of the Senate labor and public
welfare committee.

"The well being of hundreds of
thousands of famiilies is on the
line right now, and we do not
have the luxury of the usual lei-
surely legislative process,"” he
said. "l intend to make sure that

our committee acts on this bill.™”

THE SENATE health subcom-
mittee, chaired by Sen. Edward
Kennedy (D-Ma.), another spon-
sor of the bill, is anticipating
hearings late this month or in
early March.

A companion bill is expected
to be filed in the House.

While passage of the bill,
known as the Emergency Unem-
ployment Health Benefits Act
(S. 625), would authorize the fed-
eral funding, it will be up to the
Senate and House appropriations.
committees to later appropriate
money from an already deficit
swollen federal budget.

The VWhite House has earlier
said it was against starting any
new spending programs this year.

"The program established by
this bill is a simple one,” Sen.
Kennedy said this month. "It pro-
vides funds for the Secretary of
Labor to make payments to
health insurance carriers, or em-
ployers, or health and welfare
trusts, which agree to contin-
ue employment-based health in-
surance for unemployed individ-
uals.”

"We estimate the cost of the
program to be between $1 billion
and $1.5 billion assuming an un-
employment rate of 8%," he said.

To be eligible for the federal

program, an individual must:

- Be eligible for unemploy-
ment compensation benefits.

- Have been eligible for health
benefits coverage at his last job.

- Not be eligible for health
insurance as a result of prior
employment or coverage through
a spouse or other family mem-
ber.

THE INDIVIDUAL and his
family would receive the same
type and scope of benefits they
would have received had the
worker continued to be employed.

The federal premium payments
could be made directly to the in-
surance carrier, at the group rate,
or through the employer or
health and welfare trust.

rofr course, you can buy
health insurance for yourself
when you are laid off," Sen. Ken-

nedy said. "That is, if you can
afford to pay at least $40 a month.
That is 15 2% of the average
monthly unemployment benefit,
in fact, by the time the rent and
utilities are paid, and you return
from the food market there is
simply nothing left.

"So, according to one estimate
as rnany as 75 % of workers who
have been unemployed more
than 30 days have no health in-
surance at all," the Senator said.

Other principal sponsors of the
bill include Sens. Jacob Javits
(R-N.Y.) and Richard Schweiker
(R-Pa.).

AS MANY AS eight million
unemployed persons and their
families, a total of 25 million peo-
ple, would be covered in the new
program, according to one Sen-

=aAate estirmaia=ate o n

Rehabilitation is required

for iniured Calif. workers

SAN FRANCISCO-California
workers who are injured in indus-
trial accidents now have a man-
datory right to rehabilitation.

R. A. MelLeod, chief of the Re-
habilitation Bureau here, told
Business Insurance that the new
right is spelled out in Assembly
Bill 760.

He explained that prior to Jan.
1, 1975, an injured worker's right
to rehabilitation was handled on a
voluntary basis. Assembly Bill
760, he said, requires employers
or insurance carriers to provide
additional living expenses neces-
sitated by rehabilitation and all
reasonable and necessary voca-
tional training. The program is
being financed through workers'
compensation premiums.

Mr. McLeod, said the bureau
will require information from em-
ployers or their insurance carriers
to assist in the identification and
implementation of rehabilitation
plans. All cases which involve
temporary disability of 120 days
or longer must be reported to the

state workers' compensation bu-
reau, the director said.

The employe, under the law
has the right to either accept or
reject the program. However, once
there is a show of the need and
feasibility of rehabilitation, "the
employer must provide such a pro-
gram,” he asserted.

One important change embodied
in the bill, he went on, is the pro-
vision for utilizing the bureau for
resolution of disputes.

"Then if the employer or em-
ploye is dissatisfied with the deci-
sion, an appeal can be made to the
referee of the workers' compensa-
tion appeals board."

To pay for the program, work-
ers' compensation premiums were
boosted by 2.7 % or approximately
$18 million, according to the re-
habilitation bureau chief. "The
actual number of employers who
will benefit. from AB 760 cannot
be accurately estimated at this
time. We figure between 7,000 and

12,000 will be served annually,”
| I — =acdcldee—<<d _ -
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editorial opinions

Here' s one to think about

IX THEN IT COMES to predicting future losses in a new
V V line of liability insurance, underwriters at Lloyd's are

not always the most cheerful blokes to approach.

Witness the comments of Leslie Robert Dew, deputy chair-
man of Lloyd's and chairman of the Merrett Group, Lloyd's
largest underwriter of non-marine risks. Mr. Dew, speaking
to a Business Insurance editor visiting London in January,
had this to say about future fiduciary liability claims that

might arise out of the Employe Retirement Income Security
Act of 1974:

"The liability arising from the... act is producing a class
of business which will, in three years, make medical mal-
practice look profitable" (Bl, Feb. 10).

Given the condition of the medical malpractice insurance
markets at the moment, Mr. Dew's comments are sensational.
In fact, given this prognostication by a leading Lloyd's under-
writer, we can only wonder why underwriters all over the
globe are scrambling to get a piece of the fiduciary liability
action. They!'ll tell you, of course, that it's so they can get a
chunk of premium on their books, ready for that day when
the "spate" of losses begin-within two, three or four years,
in Mr. Dew's judgment.

In any event, the line corporate risk managers seem to
be hearing about fiduciary liability insurance these days is
vaguely reminiscent of one heard a few years ago when
directors' and officers' liability insurance was introduced.
At that time underwriters spoke in the dimmest of terms of
the "spate" of stockholder derivative actions that were bound
to come along.

Just how much of the "spate" of D&0 actions that followed
was insured is anyone's guess, for underwriters are still reti-
cent about disclosing D&0 premium income vs. losses paid
out. (We do know, however, that the cost of D&0 has dropped
dramatically in the last year or so--ever since, in fact, this
magazine and a few courageous corporate insurance buyers
began asking some hard questions of D&0 underwriters,
questions that still have not been answered.)

At the moment, it seems to us that the worth-or necessity
of-fiduciary liability insurance under the pension reform
act is questionable at best. It is certainly not mandated under
the law. Nor does it seem to have been the intent of the
framers to write a law that would send everyone scurrying
for the cover of insurance protection.

Fiduciary coverage is very expensive right now, and it is
largely unrefined in policy form. Yet it is being sold-and,
yes, being demanded by fiduciaries-as actively as umbrellas
on a Manhattan street corner during a rainstorm. "What
fiduciary is not going to ask for it?", someone has said.

But it remains to be seen whether fiduciary liability is a

valid form of insurance protection, and we'll reserve judg-
ment on that score.

One question persists with us, however: Given the pru-
dence under which fiduciaries have long been expected to
act, could it now be considered extremely imprudent to ex-
pend substantial sums of a pension fund's assets to purchase
liability protection to protect against the possibility that the
fiduciary might not fulfill his/her fiduciary obligations?

Think about that one for a minute.

Encouraging news of work safety

T HE NATIONAL SAFETY Council, in a preliminary re-
1 port, says that there were 16 deaths per 100,000 workers
in 1974, a new all-time low rate.

According to the council, there were 13,500 work-related
fatalities in 1974. This is 700 below the 14,200 work-related
fatalities the year before. The record was set, moreover, as
average.employment for the year showed about a two percent
increase over the previous year.

The decrease of 700 deaths was five percent below 1973
work accident fatalities of 14,200, according to the National
Safety Council report. Previous low years for work related
accidents were 1973 and 1972 when there were 17 deaths per
100,000 workers. The highest previous year recorded by the
council was 1937 when job-related accidents numbered 43
for every 100,000 workers.

Of the eight principal industribl groups included in the
study, six showed decreases. Two--government, and trans-
portation and public utilities-with 1,800 and 1,700 fatalities
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respectively, showed no change.

The statistics, grim as they are, should offer a bit of en-
couragement to safety professionals who labor in the occupa-
tional safety and health area. They should also help offer
some proof that the long tail of the Occupational Safety and
Health Act of 1970 is finally beginning to wag. Hopefully,
even more new records will be set in the years ahead.

This is a desirable goal, for the benefits to business and
industry are obvious. Beyond the preservation of human
lives, there are astounding economic benefits when job-

related accidents and deaths are reduced.

Work accident costs in 1974, the National Safety Council
estimates, were $46.8 billion. The figure includes wage loss,
medical expense administrative costs, and claim settlement
costs of insurance. If business and industry must economize
these days, the further reduction of these costs, through
better risk control and safety management, is an excellent

place to start.

letters

This column is a readers' for-
um. Letters are welcome. Address
letters to the Editor Of Business
Insurance, 708 Third Ave., New
York, N.Y. 10017.

London directory

To the Editor: | understand the
1974 edition of the "Directory of
Commercial Insurance Agents and
Brokers" is now available. | as-

sume this applies to the United
States.

I would be interested in a com-
parable directory dealing with
London brokers. Is such a direc-
tory available? If so, | would ap-
preciate any advice you can give
me on the subject.

G. L. Matriciano

Senior insurance specialist,

E. I. duPont deNemours & Co.,

Wilmington, De.

Editor's note: To find out about
such a listing of London brokers,
write The Secretary, Corp. of In-
surance Brokers, 15 St. Helen's
Place, London EC3A, England.
More than 600 of the leading
brokers and agents in the U.K. are
members Of this organization. The
Lloyd's Insurance Brokers Assn.
could also provide information on
London brokers, many of whom
are Lloyd's brokers. This organi-
zation coud be contacted through
Lloyd's of London, Lime Street,
London EC3M.

Looming problem

To the Editor: Your "Malprac-
tice Crisis" article in the January
27, 1975 issue of Business Insur-
ance was quite interesting. The
possibility loonns that the con-
tinuation of the withdrawal of
carriers from this particular phase
of the market could affect very
many insurance managers across
the nation. Many of the manufac-
turing firms have physicians on a
retainer basis to assist in their
plant hospitals and dispensaries.
Some physicians spend a required
amount of time at the plants. This
is a tremendous asset in the at-
tempt to reduce the costs of cor-
portations who are self-insured for
workmen's compensation.

It will be interesting to see how
much longer it will be before the
general liability carriers for large
corporations take a stand on com-
pany retained physicians who are

covered by a nnedical rrtalpractice
endorsement. It could have an ef-

feet on the overall decision as to
whether self-insurance in work-
men's compensation would be
economically feasible for some of
the smaller companies. There is
quite a savings experienced when
employe patients do not have to go
to an outside physician for minor
treatments or periodic examina-

tions.
In Nnny opinion, the legal corn-
Continued on page 20
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Banks told of additional
liability risks under ERISA

NEVVW YORK-Bank trust de-
partments acting as fiduciaries for

pension and employe benefit plans
other than their own have an addi-

tional risk exposure under the

Employe Retirement Income Se-

curity Act (ERISA), according to
Raymond V. Brady, vp and man-
ager of the financial institution de-
partment at Frank B. Hall & Co.

Speaking at a meeting of the
New York chapter of the Society
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of Property and Casualty Under-
writers, Mr. Brady noted that a
bank's errors and omissions lia-
bility policy could be extended to
include the trust department's fi-
duciary liability under ERISA.

FOR ITS OWN employe benefit
plan, "it might be more advanta-
geous to extend the bank's direc-
tors' and officers' liability policy
to include fiduciary liability....it
depends on the underwriter and
the scope of the policy,"” Mr. Brady
commented in a later interview.

The diversity of activities in
which banks are engaging today
has made the task of inventorying
risks "monumental,” Mr. Brady
told the CPCU meeting.

Exposures of the bank must be
identified and categorized, he stat-
ed. In addition, a written state-
ment of bank policy endorsed by
senior rnanagement concerning the
philosophy of the bank towards
risk management and insurance
should be prepared, he urged. |
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Risk control must use

scientific techniques

CHICAGO-RisSk managers

should continue to apply scienti-
fic techniques in their jobs, said
Warren Brockmeier, director of
risk management services at the
Wyatt Co., a national consulting
firrm.

Speaking at the monthly meet-
ing of Chartered Property and
Casualty Underwriters (CPCU)
here, Mr. Brockmeier said that
risk managers should try to re-
move the guesswork from insur-
ance estimates, but added that
"more than 50% of risk manage-
ment still is based on art”™ and
intuition.

"Risk management is one form
of the management process,"” he
emphasized, adding that his defi-
nition of risk managers extended

Last year a lot of building owners, architects
and engineers were in the dark about fire

protection. Until they came to Viking. -

They came to Viking from every part of the
world. They all knew something about fire pro-
tection. Enough to know they didn't know
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restaurantsand big boxy airplane hangars. In
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We've done them all. Right down to a design

which can keep a lot of money from going down

the drain. And all this experience means we can
help you get your next job done right, too. And
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recommending a knowledgeable contractor

nearyou.
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for immediate information.

-(616) 945-9501

Write forthis helpful 32-page book "Viking Sprinkler
System Guide". It's packed with information every
building owner, architect and contractor should have.

to the agent or broker who per-
forms risk management functions
for small-or medium-sized com-
panies, as well as places their
commercial insurance.

The cents-per-share cost to
stockholders is a legitimate con-
cern but there are better methods
for determining the deductible
level, Mr. Brockmeter said. "The
deductible should be set at a
minimum of at least that level
which will eliminate predictable
losses," he said.

He recommends that risk man-
agers use their actual loss statis-
ties to determine what their loss
experience has been. "Don't take
a set of facts autématically or use
historical experience only.”

"Each individual loss factor
should be updated to account for
inflation,” he continued. "The
Nnumber of losses within each
category, after being adjusted for
inflation, should then be adjust-
ed for company - growth. These
should be further adj usted for
specific changes in the overall
level of exposure due to the intro-
duction of new manufacturing
process, changes in fire preven-
tion programs, windstorm suscep-
tibility, etc.,"” he explained.

Mr. Brockmeier suggested us-
ing the number of units pro-
duced rather than sales figures to
determine a change in growth,
because inflation disguises the
impact of sales figures. -

Letters ...

Continued from page 18

munity, especially the courts,
should re-examine their position
on the amounts of awards and the
"give him something” attitude
which is beginning to snowball. If
the insurance companies one by
one are withdrawing from the
market even after charging ex-
orbitant premiums and doctors,
such as the one in your article, are
withdrawing from private prac-
tice, doesn't this seem to point
out the fact that verdicts and
awards are too generous in favor
of claimants?

People in the medical profession
are human and are bound to make
an error when dealing with a very
complex piece of machinery-the
human body. | don't think a per-
son's entire career, after fourteen
years of study, should be laid on
the line for one error. With the
size of the court awards, it only
takes one. For myself and other
insurance managers who are self-
insured in workmen's compensa-
tion, we don't need the task of
self-insuring medical malpractice
suits against the company and its
physicians retained under contract.

Raymond J. Dettore

Corporate insurance manager,

Sharon Steel Corp., Sharon, Pa.

Article request

To the Editor: In one of your
recent issues of Business Insur-
ance, | believe December 30, 1974,
you published an article about a
device which is planned to be in-
stalled on all commercial aircrafts
that will indicate by flashing
light, loud bell and the remark
"pull up" when the aircraft gets
too close to the ground.

I would greatly appreciate a
copy of this article. Please bill me
for whatever expense is involved.

John F. Shea

Hialeah, FI.

Editor's note: The article's on its
way, Mr. Shea. It appeared in our
Dec. 23, 1974 issue. Thanks for

1/our interest.
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'I'v=- london line

Investigate JAL food poisoning;
$150 million chemical plant damage

LONDON-Acute food poison-
ing struck 140 passengers on a
Japan Air Lines jumbo j et flight
on its way fromm Tokyo to Paris.
U.S. health authorities at Anchor-
age, Alaska, were being asked to
check on details of food which was
apparently taken on board during
a routine stopover there.

Though most of the passengers
recovered within 24 hours, they
were hospitalized on medical or-
ders when the plane landed at
Copenhagen, so insurance aspects
are being checked in case of any
liability claims against the airline.
They were on their way to Paris
after being prize winners in a soft-
drinks contest in Tokyo.

The European division of Japan
Air Lines in London said the cause
of the food poisoning could not be
completely established until in-
quiries at Anchorage are complet-
ed. But the airline is believed to
use local catering facilities there
from time to time, and doctors in
Copenhagen attributed the poison-
ing to portions of ham .which were
eaten during the nine-hour leg be-
tween Anchorage and Copenhagen.
These are thought to have been
taken on to the aircraft at Anchor-
age, which is a regular stopover on
the route. No reports were re-
ceived of other airlines being af-
fected but it is possible they use
other catering facilities.

Health authorities in Europe be-
lieve that such sudden mass food
poisoning is unique, as all the pas-
sengers were taken seriously ill
just when their jet was about to
touch down at Copenhagen, after
having an inflight breakfast.

"We've no definite decision yet
how it happened, but we're check-
ing on the catering services at
Anchorage," a spokesman told
Business Insurance. The incident
has not affected normal catering
facilities on other Japan Air Lines
world flights, but steps are being
taken to avoid it happening again.

REPORTS ON THE cause of
the Flixborough explosion (Busi-
ness Insitrance, June 24/Aug. 5,
1974) which killed 28 people at
the Nypro U.K. chemical plant
and created large-scale destruc-
tion are being studied by British
research experts.

It is now believed that total in-
surance claims arising out of the
disaster will be close to $150 mil-
lion, making it the largest bill the
U.K. market has had to face for
an industrial catastrophe.

But the risk is spread across so
many sections of the market, in-
cluding reinsurance, that the full
impact is still being assessed.

One suggestion is that a break
in an eight inch permanent pipe
at the plant caused the main blast,
which led to further explosions.
But it is also possible that a tem-
porary pipe collapsed under pres-
sure and led to the incident.

The eight inch pipe theory is
based on the assumption that a
safety valve had two loose bolts
which allowed highly volatile
cyclohexane to drip onto protective
material. Then the flow of the
cyclohexane increased so much
that it dislodged the twenty inch
temporary pipe, and explosive
situations followed.

A government court of inquiry
is studying the theories and will

present its technical findings later.

Sun Alliance & London led the
group of insurers for the fire policy
covering the Flixborough plant of
Nypro. Sun Alliance is said to have
paid some $1.5 million on the Flix-
borough disaster. General Accident
is thought to have paid out an-
other $12.4 million following the
Nypro explosion, and the Royal
Insurance Group $7.4 million.

ENVIRONMENTAL experts be-

lieve a serious nuclear accident

will occur somewhere in the world
in the next 25 years.

Lord Nathan, chairman of an of-
ficial U.K. committee probing fu-

ture energy problems, declared: .

"Danger to the general public from
exposure to radiation from exist-
ing nuclear industry seems small.
"But eliminating all risk of ac-
cidents at nuclear plants is anoth-
er matter. It is difficult to be-
lieve there will not be a serious

accident somewhere in the world

before the year 2000, particularly
if the care of such installations
starts passing to. less skilled and
educated men than those presently
in charge of them."

He urged that dependence on
nuclear power must be aligned
with close study of any safety
risks likely to be involved.

SAFETY PRECAUTIONS are
being tightened at major European
centers after terror -attacks at
Heathrow (London)
( Paris ) internationalairports
where insurers faced the possibili-
ty of substantial claims.

Luckily the most recent hijack-
ing bid at Heathrow on an internal
U.K. flight ended abortively when
the gunman, a 28 year old Iranian,
was arrested after holding the crew
hostages for more than 10 hours.

and Orly

But he threatened to blow up a
British Airways BAC111 which
was insured for between $2 million

and $3 million on the London mar-
ket.

Security experts in Britain
realize that this is the first hij ack
bid on a domestic flight, but
Trade Secretary Peter Shore, on
behalf of government authorities,
declared that he would not hesi-
tate to order gunmen shot if this
was the only way to save lives and
aircraft when faced with terrorist
attempts inside the country.

Later there was a bazooka at-
tack at Orly airport, followed by
the taking of 10 hostages by Arab
terrorists. But the gunmen were
subsequently allowed to leave for
the Middle East. No lives were

lost.

FIRES RAVAGED British in-
dustrial plants and caused a total
of $660 miillion in insured losses
last year, according to figures
released by the British Insurance
Assn. This included the big Flix-
borough chemical disaster in
June, where property damage
alone is now put at nearly $90

Continued on page 23
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mote zones from a single

panel.

SENTINEL® DRY CHEMICAL
SYSTEMS . Versatile low-cost
systemsofferpre-engineered
protection against fires in
many applications such as
coating machines, spray
booths, exhaust hoods.

CARBON DIOXIDE SYS-
TEMS. Total area or local
application systems offer
nonconductive, completely
clean protection againstelec-
trical hazards, flammable
liquid and gas fires in appli-
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million. Although there were 22
fires that cost more than $2.5 mil-
lion each, twice as many as in
1973, there seems to be a slowing
in the scale of losses when the
effect of inflation on claims is
taken into account. Excluding
the Flixborough affair, the U.K.
total fire loss was only $60 mil-
lion above 1973. Troubles in
Northern Ireland caused fire
losses through bombing and other
violent acts of $45 miillion, up
from $35 million.

The view of the British Insur-
ance Assn. is that many of the
very large industrial fires could
have been prevented frorn spread-
ing if automatic sprinklers or
alarm systems had been installed
in the stricken premises. There
were many more fires in schools.

TWO MAJOR U.K. insurance
companies, Eagle Star and Pearl
Assurance, are planning to pull

out of the Canadian market fol-

Sidds

lowing heavy -losses there. They
will continue writing marine and
aviation lines, and will service
existing life business in Canada.

The two companies have a joint
branch operation in Candda with
annual premium income of around
$10 millioh (Canadian). Losses
last year reached $2 million

Main lines of business affected
by the decision are auto, fire and
casualty. Competition from the
U.S. has forced premium income
down, say London sources, who
also point to the nationalization of
third party auto liability cover in
British Columbia and government
interference on premium rates as
contributing to high losses.

Specialized types of coverage on
multinational accounts will still be
written by Eagle Star in Canada.

SOLVENCY MARGINS for
U.K. insurance companies are be-
ing examined by the government's
Trade Department which will hike

required reserves later this year.

11

Dry Chemical
Systems
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They will be raised from 10% of
premium income to a new floor of
16 %, in line with the surplus
reserve figure in force in most
European countries. All compa-
nies selling insurance-in the U.K.
will have to prove adequate assets
in c6rporate funds to meet this
requirement.

Capacity for new business can
technically be affected if the ratio
of surplus reserves to premium in-
come drops too close to the mini-
mum 16% level. But most com-
panies have already taken prelimi-
nary steps to ensure they have
ample reserves to avoid any cut-
back in premium writings.

Insurance companies in many
places have seen reserves falling
heavily during the past two years
as stock markets .slumped. U.K.
insurers' solvency margins cur-
rently average about 25%, com-
'‘pared with 60% or more in 1972.

Lloyd's is not affected by the
new rules, as it operates on a quite
different liability system. -

466 Systems'

manarrT€Ti.

WALTER KIDDE & COMPANY, INC.
BELLEVILLE, NEW.JERSEY
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Insurer will refund

premium assessments

SANFRANCISCO-Industrial
Indemnity Co. agreed to file re-
vised unit statistical reports pre-
viously made under the California
workers' compensation unit sta-
tistical plan in order to comply
with an order issued by the state
insurance department.

Fred Drexler, chairman of the
board of Industrial Indemnity, the
largest private industrial accident
insurance carrier in California,
said that his organization also
agreed to refund approximately
$200,000 to policyholder compa-
nies. The state insurance depart-
ment said the charges were wrong-
fully compelled under a program
called "loss development factor ad-
justment” requiring insureds to
pay excess premiums.

Ici.12'A

He denied that his company's
filings have violated the unit sta-
tistical plan or any provisions of
the California insurance code.

In its notice of noncompli-
ance, the department of insurance
said that from the period April,
1973 to November, 1974 Industrial
Indemnity administered the loss
development factor adjustment
program. By applying a so-called
LDFA factor to then-outstanding
reserves on certain open workers'
compensation claim cases the case
reserves were increased by first
21 % and then by 29%, according
to the department. It said that the
result was that as of Sept. 30, 1974,
reserves had been increased on a
case basis by 58.5 million.

THE DEPARTMENT further
said that the LDFA program was
administered in such a fashion
that "individually increased open
claim case reserve figures were
reported to the California inspec-
tion rating bureau by means of the
unit statistical filing reports made
by the company under each pol-
icy, thus affecting the statistical
experience and the 'experience
modification' of certain commer-
cial policy-holders for ratemaking
purposes."

The result, according to the de-
partment, were "increases in cer-
tain premium charges for workers'
compensation.”

The department further charged
that each month Industrial Indem-
nity's data processing center iden-
tified and- prepared computer lists
of policies due to expire as of a
given month and against which

the LDFA factor was to be applied.
Such lists were distributed to the

home office claims department,
said the department, for referral
to appropriate division claim man-
agers who were to apply the LDFA
factor.

The California inspection rating
bureau is an association of Cali-
fornia insurance carriers author-
ized by the state to compile statis-
ties on industrial accidents and
recommend minimum rates for ap-
proval by the insurance depart-

ment.

MR. DREXLER estimated that
the adjustment filings covered in
the department’'s order amounted
to fewer than 1,400 and represent
"less than 2 % of the 84,000 unit
statistical reports filed by Indus-
trial Indemnity"” during the period
from April, 1973 to November,
1974.

He added his company expects
any changes in modification that
emerge from the department's or-
der will be no rnore than one or

T W oo imts . -

New bill to

extend miner

lung benefits

WASHINGTON-A bill de-
signed to extend "black lung" oc-
cupational disability benefits now
awarded coal miners to iron min-
ers suffering from "red lung" was
filed this month by Sen. John
Sparkman (D-Al.).

The bill would provide federal
benefits to iron miners totally dis-
abled by the newly defined disease
or to the survivors of miners who
die of the red lung disease.

The Sparkman bill would amend
the Federal Coal Mine Health and
Safety Act to include iron miners
in its benefits coverage. m
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Escalating vandalism losses, higher premiums prompting switch

Schools

By LINDA MOSKOWITZ

NEVV YORK-A trend towards
self-insurance against vandalism
damage in public schools which
began during a tight market sev-
eral years ago, is beconning even
more popular as administrators
view another predicted capacity
crunch in the insurance industry.

Many large urban school sys-
tems already are self-insured, and
more are learning that tighter se-
curity, special curriculum pro-
grams, and a more cost-conscious
administration can hold vandalism
losses to a minimum and help re-
duce the risk of going self-insured.

The initial tightening of the
school property insurance market
began in the late 1960s. Under-

{Red and

gold "Up
symbols

on a dark

blue field)

using more self-insurance, loss control

writers and risk managers at that

time placed the blame largely on

widespread student unrest.
"Many municipalities were

forced to look really hard,” com-
mented Delbert Betterly, risk
management consultant with Bet-
terly Assoc. in Boston as he dis-
cussed the schools' difficulty in
obtaining adequate coverage dur-

ing this time.

MR. BETTERLY further ex-
plained that large losses at a
school would often mean cancel-
lation of policies.

Vandalism coverage in itself
does not exist. A school district
must purchase fire, theft and
malicious mischief coverage. Ex-
tended all-risk coverage also is

"Up tie" c/o Union Mutual Life Insurance Company
2211 Congress Street, Portland, Maine 04102

Ok, | want an "Up tie". | enclose $8.50.

Name

Address

City

State

Zip

frequently part of the package.

Government-sponsored FAIR
plans, established in 1968 to make
fire and basic property insurance
available to those who could not
qualify for coverage by commer-
cial insurers, provided an alter-
native for some schools that pre-
ferred not to pay high premiums
or could not get any coverage.

However, FAIR plan policies
can only be written with limits of
$500,000. Insurance against fire,
with extended coverage, property
damage, and loss resulting from
malicious mischief are included in
the policy.

"Most schools are worth con-
siderably more,” Lloyd
Shook, head of the lllinois FAIR
plan, referring to the minimal

said

At

limit permitted on FAIR policies.

Presently, Mr. Shook said that
his office "doesn't write many
schools,” and also commented that
there haven't been inquiries from
schools for the past one and one-
half to two years. This leads him to

conclude that there is now "no

school insurance problem."”

VWHILE THE PROBLEMS of
several years ago have largely

vanished, there does remain the

school system.

While rates aren't going up, he
says "discounts aren't being
given.”

As insurance companies become
more restrictive, he expects FAIR
plans to gain in popularity. Placing
excess coverage on top of this will
compensate for the low policy

A 14

limit.

prospect of tighter markets ahead. —-. -

One man who believes that rates
for such insurance aren't as com-
petitive as they were only a year
ago is Richard C. Lofberg, chair-
man of Clarence Lofberg Inc. of
Teaneck, N.J., who has acted as

consultant to the New Jersey
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American Insurance Assn.

Excess coverage, claims Mr.
Lofberg,.is frequently easier to
obtain than the initial policy.

New Jersey school boards are
currently pushing for legislation
which would allow them to be-
come self-insured. The current an-
nual bill for fire, theft and van-
dalism coverage is estimated at
$60 million.

Assemblyman Daniel Newman,
sponsor of the bill, previously
twice defeated, claims that crea-
tion of a self-insurance fund could
save school boards between $2 mil-
lion and $5 million in premiums
annually.

Mr. Lofberg does not expect
passage of the bill this time around,
either.

Among the school districts al-
ready self-insuring is the Mt. Di-
ablo Unified School District, 22
miles east of San Francisco. It is
a medium-sized school district that
has been largely self-insured for
the past two years.

A FUND HAS been set aside by
the board of education to provide
for losses to property or for un-
usual peril, explained Dan Pope,
business manager of the district.

The

self-insured deductibles

range from $50,000 to $100,000.
Losses costing less than this are
paid for with other funds allotted
for less drastic vandalism damage.

The district also has $7,250,000
worth of fire coverage on a first
loss basis with Lloyd's of Lon-
don for each of the 60 schools
under its jurisdiction.

A $50,000 deductible is included
in this policy, which allows for all-
risk coverage. Lloyd's was chosen
because this "bid was among the
lowest and they met our specifica-
tions," said Mr. Pope.

Why did the Mt. Diablo district
choose to go self-insured? Mr.
Pope explains:

"About four years ago, when
the climate for insuring school dis-
tricts was uncertain, and we had
had several fires which nearly
caused an increase in our insur-
ance, we felt that our experience
required us to have a deductible
insurance fund to protect ourselves
against small losses and keep pre-
miums low."”

Fire losses for the district have
amounted to $120,000 during the
past two years.

Prior to creation of the self-
insurance fund, the district was
paying $97,000 in premiums for
similar fire coverage on a five
year basis with a deductible vary-
ing between $1,000 and $25,000.

Continued on page 25
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Now, Mr. Pope explains, the pre-
mium is a three year guaranteed
rate of $56,121, paid annually.

Theft is totally self-insured in
the Mt. Diablo district. This saves
payment of the previous premium
rate of $1,250 per year. No losses
due to theft have yet occurred.

Altogether Mr. Pope estimates
that the district spends $140,000
annually for vandalism damage.
This includes all overhead, includ-
ing labor and replacement mate-
rials.

Over half these expenses are
due to broken windows, said Mr.
Pope. Approximately $1,200 to $1,-
300 is spent annually at each
school for window repair.

AN anti-vandalism campaign
has been introduced in the Mt.
Diablo schools to further curb
potential vandals. Essay and poster
contests with cash prizes are spon-
sored.

A 5% to 10% reduction in van-
dalism damage has been attributed
to these educational programs.

INncreased safety and security
procedures have also been adopted
to act as further deterrents.

Installments of e'le©tronic motion

American Insurance Assn.

detectors and flood lighting in key
locations, employment of additional
custodial staff, an equipment iden-
tification plan, and construction of
several vandal proof and fireproof
rooms are measures that have been
Undertaken by the school district.

A similar insurance program is
in effect at the Los Angeles Uni-
fied School District.

A fire loss reserve fund will self-

WASHINGTON-President Ford
asked Congress in his federal bud-
get proposal to allocate $116 mil-
lion to operate the Occupational
Safety and Health Administration
(OSHA) in fiscal 1976.

That represents a 13.7% increase
over the fiscal 1975 budget of
$102 million for OSHA.

Some $7 million of the increase
is to finance the federal govern-
ment's 50 % cost sharing with four
new state job safety and health
programs expected to come on line
this year. There are currently 26
OSHA-approved state programs.

Another $6 million of the in-
crease will go to finance OSHA's
own federal enforcement program
The money represents in large part
full year salaries for about 320 new
OSHA inspectors authorized by
Congress last year and to be hired
early this year.

The total number of OSHA in-
spectors in fiscal 1976 is expected
to remain at a level of around
1,100, however.

An additional $1.1 million of the
increase will fund data collection

programs.

insure $1 billion worth of sehool
property. Currently there is $5
miillion in the fund.

"We recognize that this is an
inadequate amount, but it takes
care of emergencies,” commented
Dr. Clifford Allen, insurance man-
ager of the Los Angeles County
school system.

l,osEes due to theft are totally
self-insured, with deductibles up
to $4,500 per loss, in Los Angeles
eity schools.

"We are trying to promote a risk
management concept where small
losses *11 be paid by expensing
from a budgetsd fund," said Dr.
Allen. He claims the Los Angeles
district found it more economical
te insure only against catastrophe.

WWhile Dr. Allen believes such a
risk management plan is now a
trend among urban centers, he
added that most school districts in
California do purchase insurance.

"As the market tightens up, the
pattern will change" towards more
self-insurance, he believes.

"48 of the electronics

companies on Route 128
are clients of ours.

Their products fit in
your pocket or listen to
outer space.

Their insurance

is just as complex.

We'll make

your insurance work

for you, too"

Robert A. Cameron, Manager;

Boston office

the

electronics industry's

insurance broker

Dr. Allen feels that in the past
three to four years, the market for
this insurance has become "much
more liberal and competitive," but
he also stated, "It's not going to
stay like that any more."”

. A decline in investment profits

and amounts of- surplus money in
insurance companies, Dr. Allen
maintains, will lead to higher rates,
capacity reductions and greater
selectivity in approving policy-
holders, "especially for liability,"
he said.

He further anticipates that Borne
companies will drop out of the
market.

Dr. Allen thinks that better pro-
tection systems and an educational
effort to reduce vandalism are
"having some effect,” but said that
there is "still a large number of
incendiary incidents.”

In Rochester, NY ., mereases
security measures have had a posi-
tive effect in curbing vandalism,
said Keith Marshall, coordinator of

educational facilities for the Roch-

ester City School District.

Glass breakage is the big prob-
em here: Rochester schools have
no vandalism insurance. Instead,
each sdhool is insured up to $500,-

00O for disasters.

Even when the number of van-
dalism incidents goes down, costs
frequently remain high because

the price of ' replacement glass has

risen with inflation.

WERIBEI'S
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The high cost of glass and other
construction materials is leading
"to an increased awareness of the
need to spend money on loss pre-
vention," believes Dennis Cadian,
vp, at Alexander & Alexander, in-
surance brokers.

Vandalism prevention, he said,
has "much to do with the school
authorities and their mainte-

[ amm B — W ap I . & ==

ON APPROVAL, 30 DAYS

GENEHAL INSUI=ANCE GUIDE

A 2,400 page, 2-volume, loose-leaf insurance encyclopedia cover-

ing virtually all forms of property and casualty insurance. Inter-
pretation of contracts, court citations. loss procedures A must
for the desk of every corporate manager or insurance producer.
Revised quarterly always up to datel

- f}ne-thre -rount for B»[ readers who submit this ad with prepaid
order, i.e.. merely $24 (instead of $36) plus NY sales tax, if

applicable.



Someday 12 wonderful people
could destroy you.

Meet your ju'y 01 peers.

They decide if you owe, and
how much, when someone sues.

If you are a professional or top
echelon executive, good luck.

In the aosence of good luck,
what you need is Top Brass, a good
personal liabi ity .coverage from
TheSt. Paul.

Top Bmass can cover you for
up to $5 mill on against almost ary
ki id of liabil ty imaginable. F-om
pe-sonal in ury to :ibel and slander.

It pays the cost of you. defense
and out of court settlements.

And Top Brass is relatively
inexpensive. Approximately $75 a
year for a million dollars of coverage,
depending on how much you have
Fc lose.

One stipulation. This is excess

ability. You must already have
$106,000 cr so of persondl.liability
protection.

Top.Brass is also available on a
group basis at lower rates. So maybe
it's worth tringing up at your next
managenent meeting.

Either way, make your own luck
Viith Top Brass from The St. Paul, the
company that's been helping,folks

cut of tignt spots since bafore the
Civil War.

Talk to an 'rdepencent agent
for The St. Paul today. He's in t-te
Yellow Pages.

THE ST. PAUL

COMPANIES

TTUILILIL '
t/millillillf™ rrit';'r
" 1)
Servir.g ycu:iound tne wcrict. .ar,Ind the dork
S -Paul. Minnesotz 55102

St. Paul Fire ard Marine ins//ince Company, St..Paul Mercury Insurance CompanY, The St. Paul lisurance Company.
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Key to control of risk costs during

recession is funding methods

"In today's economy, there may be a tendency to cut back on costly risk control measures.
This should be avoided if at all possible... mistakes' made in the haste of a capital

crunch may be very expensive to correct after the squeeze is over . . ."

business insurance, February 24, 1975/27

possible, provided the firm plans to remain
a going concern in the future. Mistakes
made in the haste of a capital crunch at-
mosphere may be very expensive to correct
after the squeeze is over-if they can be
corrected at all

Cutbacks in planned expansion at this
time may be an unrecognized blessing for
the risk manager It may be better not to
build the new plant now, than to cut costs
and build it without proper fire protection,
for such misdirected thrift can result in
greater loss potential and higher insurance
costs Increased production efficiency of ex-
isting facilities may be a better approach

A prime question exists in the minds of
many risk managers today should the firm
insure and pay increased premium as a
result of increased rates and Inflation-boost-
ed values or should It make use of other |-isk
financing techniques and save premium
dollars9 A close examination will show
that in most instances, balance is necessary
Although insurance should be last on the
risk manager's shopping list, its value and
his dependence on it may have to increase
in a time of economic strain

To self-insure without fundmg (i e, non-
insurance) is to court disaster The amount

art and science of risk management is the sure units, and non-insurance transfer of capital and surplus required to form a
maximization of profitability and operating Second, is risk financing, which includes viable captive insurer would eliminate per-
efficiency of the firm served by the risk various risk retention methods, borrowing haps 95% of all firms

manager, agent, broker, consultant or in- to restore losses, insurance transfer, and

Following a loss, the assets which could

surance company specialist This is accom- non-insurance transfers which obligate oth- have backed a loan may hterally have gone
plished through the use of risk control and ers to pay for losses The effective handling up in smoke If credit is to be used to fi-

risk financing techniques.

of the majority of exposures requires com- nance losses, it must be arranged in ad-

But now, the risk manager suddenly bining at least one risk control technique vance Standby charges in the one-half of

finds himself in a "capital crunch " National with one risk financing tehnique

leaders have made It official The United If we accept the premise that a firm's

1 % range are common, when available

The resultant conclusion for most firms

States is in a recession Businesses of all profitability is affected by its cash flow rnust be risk retention through the selective
tépes and sizes are being forced to cut back and that the selection of risk management use of insurance combined with increased
ancelled expansion plans, over-stocked techniques affects cash flow (and therefore deductibles to balance cost For those too

products, layoffs and no-hire policies profitability), we recognize the importance
abound of the proper choice now-when cash flow
Along with his employer, the risk man- is more important than ever

ager must tighten his belt; in some cases A firm must have the cash resources

small for a fulltime risk manager but too

large to ignore the problem It will mean the
use of deductibles With Uncle Sam effec-

tively paying half the premium and half

he may be faced with a budget cut All this available after a loss in order to continue the deductible losses, it may be a bit more
comes at a time when the insurance indus- operations with minimum disruption. Which attractive to the risk manager

try has experienced the worst year in its risk management techniques will provide
history maximum post-loss dollars at minimum

Rather than cry about It, let's approach cost’

By JOSEPH F. BOYLE, CPCU

assistant vp

this situation as positively as we can Once Risk control techniques are often less
the sources of risk are identified, what is expensive than risk financmg techniques,
the most efficient way to use the techniques but they do not provide postloss dollars
of risk management to protect the assets They are, however, all-important in main-
of the firm? How can the risk manager best taining the going concern value of a firm
W ITH THE ECONOMY in a depressed control risk costs in a recession economyg | Moreover, risk financing becomes less ex-

state, a company cannot afford the
luxury of a major uninsured or self-insured

Management Services Division

Cameron and Colby Co.

pensive when losses are effectively con-
CONSIDER THE TECHNIQUES. Briefly, trolled. Maximum use must be made of in-
nonfunded loss Such could be the "last they may be grouped into two categorcs surance company loss prevention personnel
straw" on the camel's back And this is First, there is risk control designed to mini,- as a means to this end
certamly the last thing a risk manager, mize the losses which may strike the firm In today's economy, there may be a ten-
who values his Job, wants at any time. This includes risk avoidance, loss preven- dency to cut back on costly risk control

The overall objective of the combined tion, loss reduction, combination of expo- measures This should be avoided if at all

Claims made' malpractice cover
seen relieving current crisis

« Permit the doctor to purchase in 1975,

"With the exception of medical malpractice insurance,

with 1975 dollars, limits of liability protec-

most professional liability classes of risks are now written Permit the doctorin 1980, with 7880 inflat-

ed dollars, limits of liability he will need
1 for an inflated claim brought in 1980.
= Permit the insurer to determine under-
peer groups, elimination of court delay, re- writing results for a given policy year at a
vision of the contingent fee system for law- much earlier date.
« Eliminate the need for heavy loadings.

on a claims made basis.”

By DAVID W. SHAND JR.
president, Shand, Morahan & Co. Inc.

yers, etc is that they are all long-term rem-
Evanston, 11.

edies which will take months and years to
Editor's note. Thzs article zs adapted from effect and many months and years there- taming rate increases when they are needed
Mr Shanel's testimony prepared for, and after until the dollar-reduction benefits = Eliminate. actuarial crystal balling of
submitted last month to Caspar Wemberger, will be felt | suggest that those actions, a decade ahead.
Secretary of the Department of Health, all of which are desirable and should be * Give the regulator figures that are not
Educatton and Welfare. Mr. Shand ad- seriously considered and probably imple- so heavily weighted

dressed hzmself, in this paper, to what he mented, will not solve today's crisis
sees as th will address myself to one solution that

mediate
paid by the doctor, put the premium pric- to 50 % paid by the doctor | recommend can be overcome promptly, and the doctors,
ing on a sound basis both understood and that the msurance companies begm very insurers, legislators and regulators can
accepted readily by doctors, insurance promptly to write new and renewal medical then address themselves to the more in-
regulators and msurance compames, and malpractice policies on a ©'aims made volved and socially far-reaching solutions

increase todav's avatlability of znsurance basis The insurance companies can, or that have been widely proposed
market for (malpractice) coverage.” should be able to, furnish statistics whicti To understand why these benefits can be

= Assist the insurer in Justifying and ob-

IF ALL OF THE above benefits can be

THE PROPER USE of deductibles allows
the risk manager to minimize his risk fi-
nancing cost while at the same time provid-
ing all-important catastrophe protection It
allows him to avoid tradmg dollars with
iNnsurers

However, selection of proper deductible
levels is a difficult process, too complex for
adequate discussion here Full consideration
must be given to the exposure, attitude, and
financial ability of the firm, plus the com-
pounded problem of cash flow m a rees-
mon The various types of available deduc-
tibles for different situations, straight, dis-
appearing, franchise and aggregate, must
also be considered If liability exposures
are to be included in deductible plans,
many risk managers will want the msur-
ance company to handle losses within the
deductible to avoid direct claimant contact

The absence from this article of specific
reference to many highly sophisticated risk
financing methods, eg, chronological sta-
bilization, will be noted by some. Although
such methods are highly appealing to larger
firms when insurance capacity is restricted
or rates increased, the writer does not be-
lieve they have sufficient appeal to the
majority in the current economy, when cash
flow requirements and present value are
considered. There are exceptions of course:
funding a substantial, non-voluntary de-
ductible for example

It is appropriate at this time to recall a
few risk management cliches which-al-
though well worn-are even more relevant
in a recession’

"Don't risk a lot for a little ™

"Don't risk more than you can afford to
lose ™

"Consider the odds "

It is well-recognized that in the long run,
the insured pays for his losses The risk
manager's Job is to find the least expensive

method of spreading these loss payments

TedUca the premium 20% 10 50% wil immediately reduce the premium 20% realized and realized promptly,the ‘cruns’ In today's eonamy. 2 business eannot affrd

signed deductible insurance, while not a

panacea, may be a worthy alternative -

Mr Boyle is assistant up, management

sennces divtson of Cameron and Colby

will demonstrate that the "claims made" realized, it is necessary to understand the Co, Boston-based international insurance,
basis for coverage is cheaper than the cov- characteristics and differences between the and risk management consultants. Of his
M ANY CAUSES FOR the malpractice erage presently furnished, without impair- claims made basis of medical malpractice 20 years' insurance expenence, seven were

crisis and many solutions to it have ment of the coverage for the doetor

insurance coverage and the basis on which m the consulting field. Mr. Boyle ts a di-

been identified. However, what character- What the "claims made" form of policy the coverage is presently provided to the rector of the Boston chagter CPCU He also

izes solutions such as shorter statutes of coverage will additionally do are the fol- doctors.

A _rnit_fir.me hin.lina mrhitrntinn review hwv lowing-

holds the associate in Tisk management de-
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significantly less than he paid for the insur-

ante during his active practice, because
— most claims, medical malpractice included,
are reported within two to four years after

the error is committed. The premium would

no doubt vary from one medical specialty

to another, but it will nevertheless be low.

. There have been proposals for writing a

C I a I m S m a d e fo rm Ca n I Owe r single prior acts policy for the retired doctor

with a single premium for all the years

. subsequent to his retirement instead of

separate policies each year. While apr)ealing,

p rel I I I u I I lS y b road e n Cove rag e o these proposals are, of course, a watered-

down form of occurrence coverage and are

- : subject to similar inadequacies of limits of

Continued from preceding page ) _been using this form for medical ma:prac- Iiatfjility and pose simil?;\r IBNR actuarial

Professional liability was first written as tice since 1867 Lloyd's, however, has less problems for tﬁe llisurers and the doctors

occurrence coveragé That is, the pollcy than one percent of the U S market, and There is no need to do this since a prior

covered acts or errors or omissions that the wording is not widely known and often acts policy premium will decrease with

occurred durln% the p011Cy period, and misunderstood With the exception of medi- passing years as the exposure after retire-
it defended and paid for any claims that cal malpractice, most professional liability ment decreases

arose at any time in the future out of those classes are now written on a claims made Finally, there have been occasional suits

occurrences This pattern of coverage de- basis All insurers of architect's and engi- challenging the claims made form General-

veloped for two reasons, at least First, in- neer's professional liability insurance use it ly, these situations have involved restrictive

surers were concerned about the moral Nearly all insurers of agent's and broker's claims made forms or unclear statements

hazard Few professionals carried insur- errors and omissions use€ it, and now many of the coverage These points are ably dealt

alnce, e}nd insur?rs d%d noht wan_% tg Pa\é forfinsurersI ?,f g:l\hwtyer's apd accountant's pro- with in the affached legal brief prepared by David W. Shand Jr.

_C alms 1rom applicants wno waite O Duy rtessional lia use It our claims attorney Kroll. Edelman, Elser

Insurancz only after tg_ey were iwa:e :)f_an & Wilson, New York, NY, and such occa- The additional value of a "claims made"

error and an impending resuftant claim THE CLAIMS MADE form will not re- sional oblections are no basic for inhibiting  basis policy was lllustrated in a decision in
he present Crisis Oct, 1974 by the United States District

Second, it followed the Pattern of automo- duce frequency; will not reduce awards, action in
bile liability and general liability coverages will not eliminaté the need for loss control, A sound, current cost of claims cap be  Court for the Eastern District of Michigan,
in which the policies defended and paid for shorter statutes of hmitation, etc These develo ed f%_r claims made coverage Dur-  southern Division In P L. Cantor Agency,
claims grising put of accidents which oc- problems must be dealt with by legislation ing the transition from occurrence to claims_  inc v Continental Casualty & Utica Mutu-
curred during the poltcy perio and other long-term actions They are, made policies most claims in 1975 and 1976 al insurance Compandy, (Civil Action
N evertheless, very jmportant since the coun- will be properl id.for under previously 32887), the Federal Judge held that an

IN PROFESSIONAL liability and mal- try |ns I\llkg‘y?o adop?g for% oF Qroa?j natlon-?ssued occu?rer?ceg g&llmes-msurerg ﬁave yinsured)who holds an ~~°C§urrence-- policy
practice classes, the three elements of a loss al health legislation before the medical pro- already collected the premjums for such ~ may be covered for negligent acts which
-the occurrence of the error, the discovery fession and thé government have deveIoRed_ claims-so the premium reductions possible  occurred” during the term of his policy
of it and the claim against the insured re- the facilities for providing dellver)(] of the in 1975 and 1976 under claims made will  with the "occurrence carrier”, and then be
s_ultlng from |t-m8yb%spread %ver 3 con- medical services to all segments of the popu- be very substantial (from 20% to 50% de- _ additionally covered for the excess of such
siderable time On the other hand, in auto- lation Such dis angy b,?tw,een the right to LPendmg on the state, the adequacy of the liability by the "claims made" carrier
mobile liability insurance, the driving error medical service and availability of medical current “5ccurrence rate level, and the  from whom ' the assured had obtained
(occurrence) and the resultant crash (dis- service will exacerbate medical malpractice medical spema[trf). ' (after the expiration of his occurrence

covery of error) occur simultaneously anc insurance problems in future 3 ears The doctors will further benefit by the  Policy), a ~claims made" form of insurance

the claim is made against the driver usually The objegtions t the claims made form knowledge that each year from now on the  for negligent acts, errors and omissions

soon thereafter-thus, the insurer has ade- most frequently raised have been. limits of liability they select can be a(le-

quate knowledge, facts and time immediate- + It can't be sold to professionals quate for the claims they may face. THUS, PHYSICIANS who already hold

ly after the accident to assess ItS possible- occurrence policies and who hereafter ob-

future defense and loss liabillty. tam coverage under the -claims made
It was the long lapse of time between form, could have excess coverage in current

ocoumrence and claim that gave professional - "The claims made form will not reduce frequency; will not  dotiars in addition to the insurance afford-

liability its reputation for long tail Insur- @d to them under previously obtained

grs.nad to.cope not anly.with.the problem reduce awards; will not eliminate the need for 10ss control, “occurrence" poicies o insurance

In the well-known Gyler case, Gvler u

i and the Inflated economne eeers Shorter statutes of limitation, etc. These problems must be  Mtssion Insurance Co 514 P 2d (Cail

claims and the Inflated economic costs 1973) the California Supreme Court in

of those ciaims when ihey became known.  dealt with by legislation and other long term actions." effect held that a policy which affords cov-
long e_zfter the appllcable professional liabili- erage, in unambiguous language, for claims
ty policy had expired which are made against an assured during

the policy period, is valid. To a similar ef-

The claims made form eliminates the
feet is an earher decision by the California

long tail of the other form It covers claims - It does not give the doctor protection Both the insured and the industry have
ma.de ag.ains.t the prgfessional during the forever. a responsibility under the claims made  Courts in San Pedro Properties Inc v
policy period irrespective of when the error .+ |f there IS only one claims made car- form The doctor's responsibility IS to buy ~ Sayre & Toso Inc, 203 Cal App 2d 750,
that caused the claim was made It covers rier, and it goes ou%l of the field the doctors an insurance policy every year, even after 21 Ca. Rptr 844 (Dist Ct, App 2d, Calif,
claims from prior and current acts or er- are left with a gap for prior acts retirement. That is certainly not burden- 1962).

= ] o * The retired doctor IS left without as- some The industry's responsibility iSto ~ Although we have only cited cases in-
‘Smce professional liabilit coverage deals surance of coverage and assurance that the provide continuity of market The combina- volving the "claims made" policy form
with the claims made durinig the pdlicy cost will not be prohibitive tion will go a long way toward eliminating for the purpose of this brief, it should be
period, the insurer knows at the expiration Professionals will and are buyin% the the financial _E)ain of Judgments in excess  noted that the "occurrence"” type form of
of a given policy all the claims that will be claims made concept Durjn? the past year of Pollcy limits, and Prowde, the industry medical malpractice coverage has also been
reported against that poI|c¥|and be paid at least a dozen bar associafions, including with the tools for estabhshing a reasonable the subject of numerous cases mvolving
for out of the premiurn for that poll_cr\{ The the Assn of Trial Lawyers of America, en- and correct price each year based on current judicial interpretation of its provisions
insurer need not be concerned with un- dorsed a claims madé program for its mem- economic conditions and for providing a The ~claims made" form of professional

known claims that may be made in future bers Thousands of law firms have changed stable insurance market liability insurance for physicians is deci-
years at inflated costs Of course, it mus: from an occurrence policy to a claims made sively more responsive in meeting the
set up adequate reserves on_the cases tha: Polic_y wording Architects _buy it, epgineers reasonable expectations of an insured phy-
are reported during the policy perl_od and buy it, accountants buy it, .and if the ad- _ (The following legal report on the Judi- sician With this_form of insurance policy
fmally seftled years Jater, but that is a vantages of the form are stuaied and prop- cial history of Cialms made liability tnmr_ in hand, a physician knows that his policy
pro ora yines perly explained, insurance companies will ance pdlicies was prepared by Kron, Edel- limits will be more reflective of current
. .?Iell it, and dg.ct%rﬁ W|I4 bl{X it because they man, Elser & Wilson as a supplement to times and the type of claim which may
THE CLAIMS MADE insurer can charge will recégnize itis better tor them. Mr Shand's testimony to the HEW ) now be made against him He will have
a Iowerl premium each year than the_ occur- The unr:nmited protection of the occur- . The "claims made" farm has he Judi- 1975 policy limits available to meet 1975
renee insurer because the ;;remmm does renee policy for late reported claims is a cially approved, as a va id and viable type c%lms
not have to be loaded in 1974 for the un- delusion, offSet by inadequate limits in an of professional liability insurance Consid- The court decisions which we have dis-
knowr:jlcla;m?hm fst:bsefql]:llept yearz an?, inflationary economy. ering the substantial number of "claims cussed and others, show that the "claims
secondly, for the Tuture nflationary deve'- made" type of professional liability policies made" form has met the requirements of

opment of claims reported as late as 1978 WHEN THE LAST occurrence car'lner written across, the broad spectrum of the public policy of the various states in which
Etw #eg T(E d \t ' ?r qa-rﬁ] P gi%iai 'VHhe

The argument is sometimes advanced m |eaves the fielq, as is happening m some insurance industry, there has peen rela- It was'Ju ly tested, and establis
deFens chTT]?he occurrence?orm %attﬂe s{a es, will the doctors epgnyL)e%ero?ﬂlvelyﬂtﬁe%%ga%on ith respect thereto. viability ofthi}; much needed type of in-

claim cost and premiums for t.he. two forms than jf the only.claims madeé carrier left ' In a leading case J M Construct jon Co surance coverage. .

equate after a few years This is not true, the field? In either case the doctors will Inc,, VD&M Mechanical Gontractors,

Eor. géamglqggl% HDistorically Lqﬂgﬂt;gmgstggggnno insurance or the government will Inc, 222 So Zd 93, (1969), the Court of Mr, Shand has been presdent of Evan-

not burdened with the loading for adverse Coverage can be provided to the retired lﬁpr%%?glﬁ]gf.lrgu!sw;rg;ogh%rl:%s;%r%:}tigt%ﬂéH(;bel\l/lsoerdahsgr??sdhl:}/lgéf\zﬁgn%nr%gg?g
q% ourt of for flve r-

d

inflation velopment of ¢claims to be doctor at a reasonable price, A so-c I,e%, of policy., upreme Insurance companies, and {s g S
re r’[ega {X %?7 ~and tre 19%% 8remlum {!s non- ract|?| Polaw erg rof ssmneﬁ ||a Wt&ﬁ_ S|an§ [ 3 fr)w ||¥|nr$§’58n [gansh I[‘)1Iu r‘\mesrﬁroﬁera r?:Tsurance |nfter-
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We won't claim there's a simple solution
to all business cash flow problems.
But...Northwestern National Life has
developed a number of unique
insurance plans designed to eliminate
the age-old dilemma of orc,-collecti,1,4
premiums. then returning them at the
end of the risk period. We call them
our -Cash Flow Concepts:-

) Experience Rated Life Plan
B Retrospective Premium Plan

Minimum Premium Plan
Administrative Services Only Plan
Stop-Loss Insurance Plan

with Se/Hiisltrance

Securities in Lieu of Reserve Plan

Mifiw *I eflion5:Im *dicl,ublm*z

Extended Grace Period Plan

Northwestern National Life offers

-t

=

= 1

all these cash flow plans in countless
combinations and variations. And.

more importantly. we offer a good deal
of experience implementing them.
W,/1.11.212 1.5/ . .

So you get the maximum dollar impact

on cash flow. Managing cash flow

can get complicated. And that's where

we can be of real help. Just write
or call:

o HER
OTHER

Al Benson

Northwestern National Life

Insurance Company
Box 2()

i Minneapolis. MN 55440
(612) 372-535()

NORTHWESTERN-NAFHONAL

HOME OFFICE - MINNEAPOLIS. MINNESOTA

... 3422
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Marine service firm s new risk mgr.
focuses on retention, loss control

By HARRIET KING

SEATTLE-Getting oil out of
Alaska may be the ultimate goal,
but getting supplies and equipment
up there to build the pipeline
is the immediate- objective that's
keeping « things humming around
Puget Sound » these days. The
multi-billion dollar job is putting a
premium on all types of transpor-
tation facilities-land, air and sea.

Among marine carriers, it has
meant revenue increases approach-
ing 100 % in the last three years
for the Foss Launch & Tug Co.,
one of the largest marine service
companies in the world.

But as business increased, the
risks also multiplied for the com-
pany, started in 1899 with a single

rowboat by the legendary Tugboat
Annie and her husband, Arthur
Foss. Today, as tugs and barge
loaded with housing modules, ce-
ment mixers, myriad construction
supplies and equipment wend
their -way north, they go through
often turbulent coastal waters and
the stormy, icy Gulf of Alaska.
And because the craft are farther
from civilization, when problems
develop, help isn't likely to come
quickly.

» The marine business has tra-
ditionally been fraught with ac-
cidents" since it is at the mercy
of nature and human frailties, says
Walter E. Beaumont, the compa-
ny's new risk manager. "There-
fore, safety has to have a top
priority.

"Marine coverages have large
deductibles and retentions but we
can only absorb so much. We've
'just got to cut accidents to save
the bottom line,"” says Mr. Beau-
mont, a soft spoken native Lon-

doner.

IN ALASKA, Foss has a big
help in keeping losses down: In
1968, Foss merged with the Hono-
lulu-based conglomerate Dilling-
ham Corp., which owns the only
dry dock in Alaska, crucial for
doing needed hull work and other
repairs.

Foss' ocean towing capabilities
are worldwide since towing and
barging remain two of the world's
most economical methods of mov-

ing goods over water. But outside

of Alaska, the majority of Foss
activities occur in the home waters
of Puget Sound, moving tons of
logs, lumber, heating oil, sand,
gravel, industrial wastes, etc. Ship
assists are important, too. Many
ships are so huge, they don't dare
maneuver under their own power
and need tugs - to help dock and
undock.

Because Foss' daily work is so
diverse, Mr. Beaumont feels that
"safety is an oblique area that
people tend to ignore until a sub-
stantial nurnber of losses are

reported. We're now trying to

diagnose problem areas to get at
- solutions early on."”

As a major step, the company
last fall created the risk manager
position, including responsibilities
for the managers of marine and
industrial safety. Mr. Beaumont
now is trying to make first line
managers "more aware of safety
before, rather than after, the fact.
In the past, if an accident occurred

or something needed cleaning up,

CHUBB/PACIFIC INDEMNITY GROUP

of Insurance Companies
100 William St., New York, N.Y. 10038 - 3200 Wilshire Blvd.,Los Angeles, Calif.90010

someone would yell 'get the safety
man.' We're trying to switch this
thinking so that our men are
thinking safety- before an accident
happens;.so that our safety men
function basically as fnspectors. To
do this; we need the fullest man-
agement cooperation.”

FOSS' LOSSES in the first 11 1

months of 1974 were under $1.5
miillion for the company’'s 160
bat-ges and some 80 tugs that range,
from draft river boats and harbor
tugs to mighty ocean going work
horses of 6,000 pounds tonnage.
"We run all expenses through the
insurance department to keep a
record of all casualty type losses,
whether they are insured or not,”

he says. About 75 % are self-in- 4
sured or -in the fofm of large de- "

ductibles.

INn addition to the tugs and
barges, Foss property includes the
headquarter facility, two 130-foot
drydocks, a loading terminal for
loading barges destined for Alaska,
and a 15-acre pier facility for
loading goods into containers.

Although Foss suffered the
greatest loss of its recent history
-a $500,000 tug which sank in
rough water off Alaska-the ma-
jority of losses are strandings,
heavy weather damages or colli-
sions.

"Collisions-mainly hitting sta-
tionary obj ects-are frequent be-
cause of the great number of land-
ings we make and the nature of
our equipment,” says ' Mr. Beau-
mont. And he mentions a "freak"

collision which occurred late.last.,

year when the company was mov-
ing a huge crane through a ship
canal to Seattle's Lake Union.
Earlier in the year the crane had
been moved to Foss' shipyard with
Nno problem; in the interim, a 20-
foot extension was added so that
the crane extended 143 feet and
a bridge it had to clear-and
didn't-was only 139 feet.

This resulted in $20,000 in bridge
repairs and another $15,000 to re-
place the crane’'s gantry. "The
trauma for the men involved was
the fear that either the crane
parts of the bridge might fall on

them," says Mr. Beaumont.

COLLISION LIABILITY was
not originally, in the policy cov-
ering hull and machinery, "but
eventually the U.S. collision lia-
bility was put wholly into hull
and machinery property damage
coverages."” The law was also
amended to include the tow vessel
as well, whether it be a barge,
ship or drilling rig, etc. He con-
trasts this with England's "three-
quarter collision liability clause.
The. balance is a protection and
indemnity clause,” says Mr. Beau-
mont.

Before j oining Foss in 1973,
Mr. Beaumont was a claims ad-
justor, an expert in marine claims,
with Marsh & MclLennan. Born
and raised in England, he worked
as a claims adjustor in London
before joining Marsh & McLennan
in 1958.

In 1973, he joined F6ss as
assistant insurance manager, be-
came manager a year later. He
recalls that "in the last few years,
marine insurance has changed with
deductibles getting continually
higher. The bread and butter busi-
ness is shrinking with so much
self-insurance in the field and
major claims are getting more
complex. So | decided to leave
the underwriting end and to get
on the other side of the fence.”

At Foss, Mr. Beaumont says the
only major change made recently
was to set up self-insurance for
the longshore and harbor workers'
compensation claims. How much
Foss would have had to pay in
premiums for similar coverage,
though, "is not too clear as our
insurance programs are continually
evolving."

Continued on page 33

or



Continued from page 30

Personal injuries for seamen
are under the protection and in-
demnity cover. Shipyard employes
are covered. by the Longshore and
Harbor Workers Act and others,
including office workers, under
the.-,Washington's state workers'
compensation act.

"The federal government is try-
ing to raise state workers' com-
pensation countrywide to levels
comparable to the Longshore and
Harbor act. In Washington state,
both coverages are at 'about the
same level, but | understand that
in some southern states, this does
not hold true,"” says Beaumont. He
adds that seamen receive even
greater coverage under Admiralty
Law as wards of the U.S. courts.

FOR ITS containerized, |.C.C.
weekly shipments to southeast
Alaska, Foss provides insurance for
cargoes in a variety of ways. Tariff
fees include insurance on goods
that Foss ships out, excluding the
canned salmon that is southbound
seasonally from Alaska. "The val-
ue of the salmon pack is so tre-
mendous that we couldn't attempt
to provide the coverage, in case
the cargo was lost," he says.

On some cargoes, such as modu-
lar housing units shipped from
long Beach, Ca., we arrange
private carriage contracts, that is,
the owner of the cargo arranges
the ' insurance. In addition to our
own coverages, we request that
we're named coinsurers with the
cargo owners along with a waiver
of subrogation. Otherwise, our
costs would increase prohibitive-
ly," says Mr. Beaumont.

Norrnal business coverages--
buildings, fidelity, etc.- are in-
corporated into coverages with the
parent company, Dilingham. Em-
ploye benefits, too, are handled
out of Honolulu. Mr. Beaumont
says that Frank B. Hall & Co. of
Washington is Foss' marine broker
and Johnson & Higgins handles
non-marine policies. Corporate-
wide, Dillingham has a loss con-
trol administrator who operates
out of Walnut Creek, Ca., although
"separate divisions like Foss have
our own line risk management and
safety personnel. The California
administrator is a kind of overseer
who keeps track of all corporate
losses," Mr. Beaumont says.

Mr. Beaumont however, can also
draw on the knowledge of risk
managers of the other Dillingham
companies such as Pacific Towboat
& Salv:,c in Long Beach, Albina

Heil policy
covers award

MILWAUKEE>-Record dam-
ages awarded in a Texas product
liability suit are covered by the
Heil Co.'s liability insurance policy
with employers Insurance of V.'au-
sau, a company spokesman an-
nounced.

A jury awarded $475,000 to the
family of a man who was crushed
to death when his brother acciden-
tally brushed against a cable, caus-
ing the bed of the dump truck to

come down on him.

THE DECISION was appealed
and the outcome is expected within
eight months, a company attorney
said.

The suit charged the dump truck
hoist, manufactured by Heil Co.,
was "dangerously defective" and
that Heil designed and sold the
product "with gross or conscious
indifference to the rights, welfare,
or safety of the persons who might
be affected by their acts."

The Heil Co. official declined to
reveal the limits of the policy but

said they were sufficient to cover
the award.

Shipyards in Oregon, Washington

and Alaska and Dilmar and Young J u d g e red u Ces i u ry awa rd

Brothers in Hawaii.
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business insurance, February 24, 1975/33

ance (engineers) was with Mu-
tual Fire, Marine & Inland Insur-
ance Co. Architects' liability was

ALEXANDRIA VA- RicGurProfessional liability insur- MY it o=l o 0

"We had a corperate risk man-
agers meeting in October in Hono-
lulu, attended by 20 risk manage-
ment staff people and 1'8 others
plus representatives from brokers'
offices. Maritime safety people also
have quarterly meetings," says Mr.
Beaumont, "so the interchange be-
tween.branches is continuous."

Mr.. Beaumont wryly concludes
that "We've been fortunate in the
losses that we haven't had.” For
instance, at midyear 1974, Foss
lost the contract for barging sev-
eral million dollars worth of fer-
tilizer headed for Northwest farm
lands. Only three months later,
the $8 million barge went down.
"The same thing could happen to
us, though, anytime,” he cautions.
He says his bills of lading limit
the loss from a single barge to $3
million. "But you seldom know the
precise value of a cargo until there
is a loss,” he notes. -

al judge has reduced to $250,000
from $500,000 the damages
awarded by a jury to a construe-
tion worker injured in the 1973
collapse of a 24-story apartment
building in Falls Church, Va.

U.S. district court judge Al-
bert V. Bryan reduced the award
last month, but the entire case is
being appealed to the federal ap-
peals court in Richmond, Va.

A federal court jury in January
ruled that Virginia's workers,
compensation law did not pro-
tect the structural engineers and
architects from liability. (Busi-
ness Insurance, Jan. 27, 1975).

The contractors involved in the
project were earlier ruled immune
from liability by the worker's
compensation law.

Defendants in the case are
structural engineers Arthur

Black & Jeffries, of Washington,

Effective March 1, 1975

Ter Bush & Powell, Inc.

and its subsidiary

Campo & Roberts
Ter Bush & Powell, Inc.

take pleasure in announcing removal of Their
New York City offices to new and larger quarters

at
444 Madison Avenue
New York City 10011

Atotal solution to claim handling

GAB's new "Custom-Tailored

Services for the Self-Insurer”
describes in concise detail our
unique appraisal, inspection, in-

vestigation and settlement capa-
bilities in these vital areas:

* Workmen's Compensation

» Auto Fleet Property and Liability
« General Liability

* Products Liability

* Property, Catastrophe and
Recovery

* Transportation and Ocean
Marine

* Accident and Health, Life and
Disability

- Safety Engineering and Loss
Control

Equally important, it explains how

we do it. Locally, nationally, inter-
nationally.

How we handle your account. How
we custom-tailor procedures, forms
and routines to match your precise
requirements... even create a
new service for you if necessary.
How we help you in such areas as
safety engineering and OSHA

for the Self-Insurer.
Read about it.

compliance and how our
computerized management
reporting system keeps you on
top of all types of risks and

losses.

GAB, working with your agent or
broker, delivers the most compre-
hensive personalized service avail-
able today. If you don't already
know about us, you should.

1. R. Gray, General Adjustment Bureau, Inc. r,n
123 William Street, New York, N.Y. 10038 UD

Gentlemen: Please send me your new booklet "Custom-Tailored Services

for the Self-Insurer.”
Name
Title

Addregg

City State

Company

7ip

RI

Telephone 755-9300
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RIMS member urges state adoption
ofall 19 workcomprecommendations

By PAUL R. MERRION

CHICAGO-Immediate adop-
tion of all 19 national commission
recommendations on workers'
compensation was urged by a
Risk and Insurance Management
(RIMS) member testifying be-
fore the lllinois Commission of
Labor Laws' subcommittee on
workers' compensation.

The hearings have also heard
other experts and victims de-
scribe the compensation system in
Illinois, which, according to the
national commission's recommen-
dations of 1972, ranks as the
fifth worst in the nation.

The largely conservative, Nix-
on-appointed commission gave
the states three years to comply

with its recommendations, after
which the responsibility for an
adequate system would be as-
sumed by the federal government.

As that deadline fast approaches,
the subcomrnittee must hear testi-
mony and ponder the issue: what
can be done to improve the work-
ers' compensation system in llli-

nois?

THE FIRST to admit that the
system is "all wrong" was Melvin
Rosenbloom, chairman of the llI-
inois Industrial Commission and
the man in charge of enforcing

the state's workers' compensation
laws.

"The incentives are all back-
wards under the system," he said,
referring to the larger fees law-

yers on both sides receive from
going to trial rather than settling
out of court.

Mr. Rosenbloom estimated that
last year $50 million of benefits
paid went to pay attorneys' fees.

In his testimony at the last day
of hearings, Feb. 15, Art Saret,
risk manager of Esmark, Inc., and
a member of RIMS, called for
less burdensome means of deter-

mining equitable benefits.

"CURRENTLY, HEARINGS
before the Industrial Commision
not only impose a substantial fi-
nancial burden upon the employ-
er but also upon the employe.
Normally these hearings result in
the delay of benefits payable be-
cause each side tends to hedge

YEAR AFTER YEAR

First State is the largest and oldest domestic com-
pany formed to write Surplus Lines, Special-Pur-
pose and Reinsurance Business.

And through the years we've created problem-solv-
ing insurance and reinsurance programs for busi-
nesses of every description - including over 500
of the world's major corporations. We've also pro-
vided them with continuity. Many have been clients
since our beginning - many, many more for over

twenty years.

First State ...

we're here now and shall be here in

the future... call us, we're ready to listen, ready to
create and assist in areas of common interest to

agents, brokers and their insureds.

PROPERTY and LIABILITY
MULTIPLE LINE THROUGH
AGENTS AND BROKERS

MULTINATIONAL

A+:AAAAA, A. M. Best Company

FIB Et51[' S [*189 Bl

ENSUIRAES CONPAINT

(a CAMEROAS landI(OLBY activity)

60 Batterymarch St., Boston, Mass. 02110 - Telephone 617/357-8400

their position,” Mr. Saret said.

"The responsible employers of
Illinois, which employ a large
percentage of the work force,
have in many instances shown
their willingness to comply with
their social obligation for just
payment by subsidizing workers'
connpensation benefits through
their employe benefit programs,”
he continued.

"We must cut all the fat out of
the present program,” 'he said, or
else "the burden will fall directly
upon the American public and
benefit payments will become
more cumbersome, slower in de-
liverance and more costly to ad-
minister.”

Mr. Saret also said that bene-
fits should be coordinated to re-
duce "wind-fall” income. In some
instances, he said, benefits that
are paid in addition to workers'
compensation can add up to "a
substantial income that may be
conducive to malingering and/or
moon-lighting."”

"WHEN WE STATE that the
employe.must receive just bene-
fits, we are referring to a dou-
ble-edged sword. The benefits
must be equitable for the indi-
vidual and all other employes un-
der the Act as well as for the
employer," he said.

Another point Mr. Saret urged
the subcommittee to consider is
that "responsible employers
should be relieved of some of
the burdensome and costly pro-
cedures currently required of
of them” under the Act.

Mr. Saret told this magazine in
an interview that chief among
those procedures are restrictions
that do not allow companies in
lHlinois to self-insure workers’
compensation benefits. He de-
fined "responsible employers" as
those among the Fortune 500.

"There should be a minimal
standard (for procedures) set for

larger corporations or anyone

else who tan comply,” he said in
the interview. "If | want to pay a
benefit of $150 instead of $106
(the maximum in lllinois), let
me do it without a hassle.”

In his testimony, Mr. Saret
said, "The employer must be
relieved of the maximum amount
of wasteful fringe and adminis-
tration expense under the current
system, thereby providing more
dollars to flow toward the em-

ploye benefit.

"THE WAY TO provide more of
the necessary dollars may not be
through more regulation and leg-
islation, but perhaps through a
liberalization of the ways and
means responsible employers can
provide equitable benefits fast-
er," he said.

Mr. Saret 6-alled for coopera-
tion among legislators, industry
and the Industrial Commission to
develop a program that would
place less restrictions on large
corporations.

Mr. Saret's fourth major point
was that workers' compensation
should be redefined as the ex-
elusive legal remedy of the em-
ploye against the employers.

"The virtual double-jeopardy of
a third party action resulting in
subrogation against the employer
tends to prostitute the meaning
and the intent of the Act,” he
said.

The added costs of third-party
lawsuits and other aspects of the
present workers' compensation
law form an administrative over-
head that "must ultimately be
passed on to the consumer, as a
matter of financial stability,” Mr.
Saret said.

"Therefore, we recognize that
the employer not only has an
obligation to the employe but also
an obligation to the consumer to
stablize the cost of the product
delivered and to minimize the
inflationary bite taken out of
every pay check,” he said. -

. .. is often defined as insurance against direct or indirect
loss of property owned or used by the assured.

However, any brief definition gives no indication of the
hundreds of unusual forms that can be tailored to your difficult
risks by the experts in our Property Insurance Department.

Here are just a few:

- Substandard & Capacity Fire
- Lloyd's Package Policy (SMP)

Difference in Conditions

- Business Interruption-Manuscript form

- Marine-Specializing in uncontrolled lines

- Specialists-dJewelers & Furriers Blocks

Data Processing Equipment Policy

- Builders Risk-Broad Form

Let us show you and your agent or broker the clear cut
advantages of Jones placement for your difficult risks

. and every risk.

Serving Agents and Brokers since 1932

_ 1 ILLINOIS
RB]JONES inc.

175 W. Jackson Blvd./Chicago, lll. 60606/(312) 922-6020
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Automation gives loggers new insurance deal

By LINDA MOSKOWITZ

NEW YORK-Historically con-
sidered a poor risk by most insur-
ers, increased mechanization and
professionalism in the logging
and sawmilling industries is mak-
ing this largely ignored market

more attractive to underwriters.
Members of the Northeastern
Loggers Assn. (NELA) are now
benefiting from this reversal with
a comprehensive property and lia-
bility insurance package developed
by two insurance agents, owners of
ForPae, Forest Products Agency

RETROSPECTIVE RATING
by John R. Stafford

The 1974 THIRD EDITION teaches Retro fundamentals and construc-

tion including many fully illustrated single and multi line Plan D
calculations. Expanded 30%. Completely rewritten and updated.
New sections include explanations of:

Table M revision.

selections.

- -

Loss Limitations

Loss Expense *

the makeup, meaning & use of Table M & the 1972

the concept of Underlying Loss Ratios re Retro factor selections.

the Compensation Experience Modification re Retro factor

"No Minimum" Retro D

Cost: 1/$7.85, 2/$15.10, 5/37.50 (plus $0.75 if non-prepaid) from
J & M Publications, Dept. 8, P. 0. Box 338, Palatine, lllinos 60067

Co. in Norwich, Ct.

NELA is the oldest trade asso-
ciation in the Northeast devoted to
the harvesting and processing of
wood products.

The program, available to mem-
bers of six New England states,
focuses on workers' compensation
coverage, and features dividend
payments when higher safety rec-
ords hold claims below premium

levels.

TO PROMOTE greater safety
within :he industry, a safety com-
mittee consisting of several in-
sureds is formed in each state "to
review losses and maintain a posi-
tive attitude toward safety,” ac-
cording to Les Young, one of the
creators of the NELA-sponsored
insurance program. A central
safety committee oversees the ac-
tivities of the state committees.

Mr. Young's concern for im-
proved safety in the industry stems
from his own direct experience in
the field. He holds a master's de-
gree in forestry from Duke Uni-
versity and worked for several
years for the West Virginia Pulp
and Paper Co.

Loggers in the Northeast -ece ve workers- compensatiji through a plan
sponsored by Nor-hecster- Loggers Assn. through Forest Products Agency.

The ForPac Agency was estab-
lished in 1969 by Mr. Ycung and
his partner, Ernie Pooxe, k spe-
cifically serve the fcrestry Indus-
:ry. This agency is a subsidiary of
:heir RL&G Agency in Norwich.

Zurich-American Insurance Cc.
:n Chicag), the American arm of
the International Zurich Insuranca
Group, agreed to Underwrite the
workers' compensation program

Bring us your problems

We're not as old as the vener-
able lady shown here, but in
our way we, too, have solved
many problems for people just
by showing a welcome door.
When you find yourself

We're innovative, flexible,
and our capacity hasn't been
stretched yet.

With over 65 years' ex-
perience, we understand your
needs and problems. And we

with surplus/excess accounts
that are high risk, complex,
and hard to place, don't
worry about them. Bring

them to us.

have the responsiveness,
flexibility, and professionalism
to help you solve them.

Call. Our full facility is at
your service when you do.

|
|
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Headquarters: Los Angeles. Offices: San Francisco, New York, Seattle, Portland, San Diego, Denver, Houston, Atlarta. Ptoenix, New Crleans.
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for ForPac, aftrr .t was rejected by
at least 15 comranies.

In addition, Zurich-American
underwrises the optional coverages
tha: are availaole in the package,
infuding various liability and
property/casualty lines.

Gen€ra. and automobile fleet
liability is offered with limits of
$100,0CO oodily injury per person,
$300,0CO0 oodily injury per occur-
renee, and $100,000 property dam-
age for each occurrence. Policy
limit nay be increased substan-
tiaHy. if the insured desires, sub-
ject to underwriting requirements.

Equipment fbaters are also
avalatle for large machinery,,2ov-
ering damage due to fire and ether
perils.

VEHICLE COVERAGES include
ccllision and protection against
fi re, thef-. and ither perils, proper-
ty insurance protecting invest-
ments in buildings and equipment,
irdependant contractors iability,
and boiler and machinery coverage
are ether options. Further ccrer-
ages can oe requested as well.

Although Mr. Young and his
pariner were prepared with an
extensive study to support :heir
proposad insurance program that
detailed rhe advantages of provid-
ing coverage to the changing log-
ing inlustry, they had difficulty
finding a carrier.

"The indus:ry is stereotyped,”
explabed Mr. Young. "People just
envision loggers swinging axes,
chcpping their legs off and drop-
ping tre€s on each other," he said.

Fortunately, the methcds cur-
rently employed in forestry are far
more .sophisticated, although auto-
mation has bezome widespread
only wiin the past 20 years, in
an industry that dates back to the
1630's in this 30-intry alone.

Ecday a 1cgger can perfo.m a
variety d tasks once done by hand
or wish horses, in less time and
somet: mas without leaving the cab
cf his mobile machinery.

The stocking of large supplies of
costly machinery with which to
produce processed wood and wood
produzts at a much faster rate has
made iumber manufacturers a:vare
that fir€stry is bepoming big busi-
ness, re Juiring a more extensive
risk management program.

ONE INDUSTRY representative
stated in a speech to the 19th
Ncrtheastern Loggers Congress that
in 1956 when horses were used
with a sled :o transport lumber,
the investment in equipmen: was
less than $1,0CO.

"Welli in the space of 18 years,"
the cfficial continued, "we have
arrived at a point where in order
ic go ir.to ths business you need
a fcur wheel drive truck, and a
hydr:ulic loader-you need $50,-
000 t: 5660,00) in order to start in
the bgging business. This is an
amazing transition in the space of
15 to 16 years."”

Similar technical advances have
OEen made in other aspects of the
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Continued from page 36
forestry field.

While mechanized operations
contribute to better safety records,
OSHA compliance has had as big
an impact. Mr. Young explains
that just by enforcing the use of
hard hats and steel-toed shoes by
logging industry and snowmilling
workers, a large number of acci-
dents have been avoided.

"And we're just getting started
with this trend,” Mr. Young stated
enthusiastically.

The incentive to obtain dividends
in ForPac's workers' compensa-
tion program is also making em-
ployers take increased note of safe-
ty precautions.

"There was no particular reason
to care before,"” said Mr. Young.
"Now if they perform safely, they
will get a good deal of their pre-
mium back. Money talks."

FRED SIMMONS, the executive
secretary-treasurer of NELA, is
quite optimistic about the program.
NELA has about 1,000 members
and the program has been sold to
several hundred of these employ-
ers.

Some members are self-insured
for workers' compensation, such as
the International Paper Co., which
is prepared to pay up to $50,000
in an award for any individual
case, according to Mr. Simmons.
Kemper Insurance Co. provides
excess coverage for them.

The decision to expand the divi-

Surety bonds
still required
on federal iob

NEVVW YORK-The General Ac-
counting Office (GAO) advised
continuation of the requirement of
surety bonds for federal construe-
tion projets. A report recently
issued argued against the govern-
ment becoming a self-insurer for
payment and performance bonds
and strongly endorsed the current
bonding system.

Under the provisions of the
Miller Act, surety bonds are re-
quired for any federal construe-
tion, alteration or repair coritract
over a minimum contract price.
The bonds are posted and the pre-
miums paid for by contractors.

IN 1974 contract bonds for fed-
eral government projects totalled
$24 million, 9 % of the market for
such bonds, according to the In-
surance Information Institute.

The report also urged Congress
to amend the Miller Act to permit
federal construction agencies "to
require contractors to furnish up
to 100% payment bonds," for labor
and material supplied by subcon-
tractors.

Currently the act requires pay-
ment bonding up to 50% depend-
ing upon the size of the construe-
TicomN pPproject. -

Gallagher to London

Arthur J. Gallagher & Co., Chi-
cago-based brokerage firm, formed
a joint venture with Hinton Hill &
Coles, London, a major Lloyd's
broker. The resulting company,
Gallagher, Hinton and VVereker
Ltd., is 57% owned by Arthur J.
Gallagher & Co. Directors of the
company are Robert E. Gallagher,
president of the Chicago firm, and
John Gallagher, also an officer of
the Chicago brokerage firm, along
with David W. L. M. VVereker,
John Shaw, and David Arnold,
all of the London firm. Mr. VVere-
ker was formerly with Stewart
Wrightson Ltd., another large

Lloyd's broker.

dend-paying workers' compensa-
tion program was pronnpted by the
successful experience in New York
state, where 42% of premium pay-
ments were returned last year. A
pilot project was begun here in
1966.

Each state has different base
rates for employer-contributions to
the workers' compensation fund.
Rates can vary from $10 to $23
per $100 of payroll. New York
employers pay approximately $23
per $100.

Before this pilot project was
created in this part of the country,
many employers had to contribute
an extra 8 % on top of this pre-
mium due to their assigned high-
risk status.

ForPac's workers' compensation
coverage is available to NELA
members in Connecticut, Maine,
Vermont, New Hampshire, Massa-

chusetts and Rhode Island.

"THIS IS ONLY one phase of a
greater safety consciousness in the
industry,” Mr. Simmons comment-
ed on the program. Future plans
include offering group life, acci-
dent and health, and a retirement
program to members. Life and
health will be underwritten by
Connecticut General Life Insur-
ance Co., and the retirement pro-
gram will be handled by John
Hancock Insurance Co.

NELA is waiting for the econo-
my to improve before extending
the insurance program any further.
Hopefully, these benefits will be
offered by April, according to Mr.
Young.

Improvement of fringe benefits
is a major objective of the industry
in order to attract a larger work-
force and make the industry more
competitive. In the past, many log-
ging firms depended on Canadian
labor to compensate for the lack
of Americans willing to do such

work.

The development of vocational
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training schools for forestry and
increased emphasis on safety and
worker benefits is, however, con-
tributing to a more professional

attitude in the industry, and many
loggers hope these changes will en-
able them to improve their insur-
ance programs at reduced rates. -

J. H. BLADES & CO., INC.
713/526-6551 P. O. BOX 22003 HOUSTON.77027
512/8262378 P 0. BOX 12085 SAN ANTONIO 78212

To reach us toll free, simply ask your local operator in
the following cities to call the number listed for your

city.

New Orleans - Enterprise 7021
Los Angeles-Zenith 9-0216
Dallas, Austin or Corpus Christi - Enterprise 70216

Group dental insurance?

AEtna has the experience

to leave you smiling.

The day is coming - fast -when you'll need
to talk to somebody who knows this complex

coverage. Because group dental insurance is

growing rapidly. The American Dental
Association expects 40 million people will

have it by 1980.

When you're ready, take advantage of the
experience of ktna Life & Casualty. We were
one of the first insurance companies to offer

group dental. When you cover five times as
many policyholders as any of the others, y6u
build up knowledge in depth. Know-how that
can result in better dental treatment for your
employees, reduced costs for the employer.
Specifically, that experience means /Ena
has had time to build up a staff of technically
trained personnel, and a national network of

dental consultants. More importantly, we've

had the years and the cases needed to develop
tested and realistic claim administration.

Talk to your agent, broker, consultant or an
/Ena group representative about the many
specific advantages of having /Etna handle
your group dental. We can take care of large
groups, naturally, but we're flexible enough to
include dental in health plans with as few as
10. From fluorides with flossing to fillings and

false teeth we're not your average insurance

company.

LIFE & CASUALTY

You get action with tEtna

/Etna Life Insurance Company. Hartford, Conn.
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Marine loss prevention hinges on safety data

By MARIE KRAKOWIECKI

NEVWW YORK-INn the wake of
the tragic Delaware River crash
of the Edgar M. Queeny into the
Corinthos last month, a grim pic-
ture emerged on maritime loss
prevention procedures.

The records show that human
errors are far and away the big-
gest cause of ship accidents, and
that hundreds upon hundreds of
American seannen are neither
physically nor psychologically
suited to their responsibilities.

U.S. marine underwriters con-
tend they are rnore concerned
with loss prevention=. than are
their arch rivals in the London

market. That may be true enough.

BUT THE FACT remains that
the U.S. Coast Guard is ham-
strung in its efforts to establish
something basic to any safety pro-
gram: medical examination and
physical standards for licensing
and certifying merchant marine
personnel. Nor does the U.S. Pub-
lic Health Service have specific
criteria for medical standards re-
quired for seamen's ratings.

The only commercial deposi-
tory for illness and injury data on
personnel of U.S. merchant ma-
rine and affiliated industries is an
organization called the Marine In-
dex Bureau.

The MIB, whose Battery Place
offices overlook the New York
harbor and the Statue of Liberty,
provides a valuable "pre-employ-
ment reports"” service to which
most shipowners subscribe on a
annual, flat-fee basis. The few
exceptions are Waterman Ship Co.
of Mobile, Al., and ironically,
Keystone Ship Co. of Philadel-
phia, shipping agent for the ill-
fated Queeny.

MIB wouldn't discuss specifics
of its individual subscribers, but
apparently Keystone occasionally
uses the pre-employment statis-
ties, paying separately for each
report it requests.

Bruno J. Augenti, a former sea
captain, is chairman of the MIB;
a retired navy captain, Robert B.
Hart, is president. They run an
operation that keeps records on
the health and injury backgrounds
of rmore than seven million sea-
men. Whenever a subscriber to
their pre-employment service is
about to hire a seaman, it merely
has to make an inquiry to MIB
to get a same-day answer.

The MIB makes no recommen-
dations on whether or not to hire
a certain person. But if the statis-
ties it provides paint a suspicious
safety picture, the shipowner can
(and under U.S. maritime law,

should) refuse to take the seaman
onboard.

CAPTAINS AUGENTI and Hart
warned against drawing a direct
relationship between a shipown-
er's subscribing to their statis-
tical service and its resultant
safety record. Some shipowners
(Keystone presumably among
them) keep their own safety sta-
tistics, the two company officials
point out.

Nevertheless, prominent marine
underwriters give high scores to
the value of the MIB service in
loss control and safety. Yet use of
these statistics, or comparable
ones, does not appear to be a man-
datory part of the underwriters'
contracts with insureds, despite
the edge they could provide in
cutting back on human error.

Last year the American Hull
Insurance Syndicate estimated
that about 85 % of the amount it
pays in annual claims could be
traced to human failure.

AnNnd a study of total tanker
losses between 1964 and 1973 con-

cludes that human factors appear

to be the main cause of strand-
ings, fires, collisions, and explo-
sions in cargo tankers.

Arthur McKenzie, director of
the Tanker Advisory Center, com-
pleted the study. Having identi-
fied the human problem, he also
fingered an alarming related
trend: total loss ratios of tanker

tonnage is on the increase.

LAST SPRING, the center re-
ported 74 deaths and 151 injuries in
1973 for casualties of world tank-
ers weighing 6,000 tons and more.
It found that the ratio of per-
centage of casualties to total tank-
ers -in the world-was 33.9%. The
human factor would seem to play
a big role.

INn a breakdown, by regis-
try, the center listed the Ameri-
can tanker rate of casualties per
tanker at 23.7 %. In contrast, Jap-

anese tankers, which traditionally
hire only Japanese crews and are
famous for their "good housekeep-
ing"” practices onboard, had an
incredibly low 2.6% rate of casu-
alties per tanker.

Unfortunately, the high rate of
human error is not the only stum-
bling block in marine loss pre-
vention. Complicating matters for
underwriters and shipowners is a
labyrinth of problems from too
much seaway traffic to outmoded
navigational charts which pose
real threats to hulls.

John Potts, president of MOAC,
the Marine Office-Appleton &
Cox, unveiled some startling sta-
tistics on navigation charts, As
chairman this year of the hull
committee of the International
Union of Marine Insurance, Mr.
Potts' research led him to dis-

cover that in some waterways like

the Straits of Magellan, the most '
recent navigation charts were
mapped in 1896.
Nineteenth-century charts
might make amusing antiques,
but they aren't at all funny to
ships like the Showa Maru, which
ran into underwater pinnacles
that did not appear on the charts.

MR. POTTS pointed out that old
navigation charts were drawn
with the specifications of smaller
ships in mind.

The biggest ships then drew
about 54 feet of water (they ex-
tended 54 feet below the water
surface). Today's giant vessels
draw up to 100 feet of water.
Theoretically, that makes them 46
feet more likely to strike under-

water obstacles not indicated on
the old charts.

In his office, tapping a copy of

the book "Supership,” a recent
expose of tanker hazards, he sigh-
ed. "If everything in this book
is true, it makes you wonder why
we insure these things at all.”

"Supership" (see review, page
39) was also on Bruno Augenti's
just-read list. As an ex-seaman,
Capt. Augenti had a different per-
spective of the book. He was sus-
pect of the author's authority as
seamen, but he did not question
solid research. Most of all, the
MIB chairman is concerned with
what possible ship disasters mean
in human terms:

"I'd like to see all the mari-
time nations get together to set
up guidelines to prevent catas-
trophes," he said. "You can al-
ways replace a ship that's
wrecked. But when lives are lost,
there's just no way you can make
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Our loss

cost less than

The cost of accidents has jumped tremendously in

the last few years. Hospital care, doctor's fees, reha-
bilitation services are all expensive and getting more

so. That's why loss control can make a major contri-
bution to the success of your self-insurance program.
Every accident that doesn't happen-that's prevented
-means more dollars saved. Which is the very reason

you're self-insured.

Efficient administration, prompt claims adjusting
and rehabilitation services are important, too. But
the fact is, the fewer accidents you have the less
you're going to need those services, and that can

mean even more savings.

No other self-insurance service company offers as
complete a range of technical services designed to

eliminate costly accidents.

Foremost among these services is our monthly

Loss Experience Report, the most comprehensive and
sophisticated in the industry.

-,crc-cl

It's a powerful management tool you can use for

allocation planning and to pinpoint possible trends
that lead to real trouble.

Our Loss Experience Report: Best early warning system
in the industry.
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As risks multiply
along with the
world's fleet of

mammoth tankers,
loaded with mil-

lions of gallons of
oil and gas, the

use of loss control tert, have often

techniques will
be imperative.

Reviewed by RICHARD L. GORDON

SUPERSHIP, by Noel Mostert,
published in 1974 by Alfred A.
?nopf Inc., New York, 332 pages,

8.95.

Author Mostert has painted a
very unpretty picture of the safe-
ty of the supertanker operations
in a book that has caught the
public's eye and hit the best sell-
er's lists.

His message is one that risk
managers, and particularly those
faced with marine risks, are go-
inghto have to deal with and deal
with now

The huge ships, says Mr. Mos-

been designed
not for safety, but for economy.
They are too big to handle easily
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in congested sea lanes, they have
a nasty history of exploding, their
crews are too often of uncertain
quality, and the oil slicks they
produce in an accident are not
only expensive to clean up, but

have international political rami-
fications.

BECAUSE OF THEIR potential
for -pollution, no tanker accident
is a small one. And when the acci-
dent is serious, it can be truly
horrifying, such as the recent
collision  gnd fire near Phila-
delphia only last month (Business
Insurance, Feb. 10).

If Mr. Mostert is right, risk
managers can expect govern-
ments around the world to tight-
en up the liability noose around
all tanker operators soon.

control services
your accidents.

Other programs from ESIS include consultation,
analysis and management of up to 22 loss control
activities. inspection, environmental health, and loss
control training at INA's International Safety

Academy.

No accident is ever routine, but the paperwork
often is. So when you decide to self-insure you can
choose from a lot of good companies to administer

our program. But before you look at their bottom
ine bid, look between the lires above it and remem-
ber that every dollar you spend on an accident is
money you will never see again. Every dollar you

spend on loss control can save you thousands.

Superior loss control services. Another reason why,

dollar for dollar, ESIS makes more sense.

Employers Self-Insurance Service, Inc.
an INA Corporation Company

4050 Wilshire Blvd., Los Angeles, Ca. 90010

International Safety Academy: The best place for
Safety Management nnining.

Safety not first for supertankers

In some rather blunt language,
Mr. Mostert points the finger of
responsibility at tanker operators,
the marine insurance industry and
ship classification societies for the
situation.

Of the major oil companies,
he says they "appear to exercise
little or no control over the stand-
ards of the independently owned
ships they charter for oil trans-
ports.

"Their own ships are usually
run to the highest standards, yet
they allow to crawl in and out
of their terminals, under the eyes
of their marine superintendents
and managers, vessels of deplor-
able condition and standards of
operation, on charter to them-
selves.

"Only when these ships get in-
to trouble does it emerge on

whose account they were carry-
ing oil."

HE FINDS insurers equally lax
about policing the tanker safety
problem, even though the industry
claims it already exercises a range
of punitive premiums against op-
erators with bad accident records.

Mr. Mostert says: "One is left
with the strong impression that
it would take the shock and in-
calculable impact of a fully laden
VLCC (very large crude carrier)
totally wrecked, as Torrey Can-
yon was, in an area sensitive to
public opinion and political re-
action, and the incalculable claims
that this would involve, before
the insurers establish a code of
acceptance based on something
more than the seaworthiness of
the vessel.

"The view of insurers and
classification societies appears to
be that so long as owners and
operators meet their standards
for seaworthiness and fire fight-
ing, the rest is up to the owner.
That is, no attempt is made to
lay down a code of design or
back up systems."

And back up systems are cru-
cial, he points out. Large numbers
of these big ships have sophisti-
cated electronic navigational and
safety systems, with dependence
for power relying on a single main
boiler.

If there is boiler trouble, and
Mr. Mostert says such trouble is
common, a multimillion dollar
vessel can suddenly find itself
dangerously adrift in a crowded

sea lane.

THE READER IS struck by an-
other ironic situation: how primi-
tive the safety and operational re-
quirements are for huge tankers
compared to our commercial air
fleets.

Strict medical supervision of
chief officers of supertankers is
apparently a sometimes thing,
Mr. Mostert points out.

Only after the wreck of the
Torrey Canyon in the English
Channel was it learned that its
captain was tubercular.

"If airline pilots are compelled
to undergo health examinations,
why not the masters of super-
tankers? The state of health of
Captain Rugiatti of the Torrey
Canyon alone would seem to have
made that an indisputable re-
quirement.”

Why not, indeed?

"Nor should any master take
command of a supership with-
out intensive simulator training
of the airline sort," Mr. Mostert
declares.

And steps only now are being
taken in many places to force
these giant lumbering ships
(which need miles in which to
stop) into "traffic lanes" to limit

Continued on page 40
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Federal pension advisory board
represents employers, workers

WASHINGTON-T he Labor
Department this month named the
15-member advisory council, in-
cluding three employer and three
employe representatives, that will
work with the government on im-
plementing the new pension reform
law.

The first meeting of the council
is tentatively set for early March.
Advisory council meetings will be
public.

Representing the employers will
be: Robert A. Albright, vp-ad-
ministration, U.S. Steel and Car-
negie Pension Fund, Pittsburgh;
Theodore D. Bower, special as-
sistant to the vp-taxes, Sears
Roebuck & Co., Chicago; and
Wesley G. Jeltema, manager,
Michigan Chapter, Assoc. Gener-

al Contractors of America, Lans-
ind, Mi.

Representing employe organi-
zations will be: Bert Seidman,
director, Department of Social
Security, AFL-CIO, Washington:
Murray W. Miller, general sec-
retar y-treasurer, International
Brotherhood of Teamsters, Wash-
ington; and Robert A. Georgine,
president, Building and Construe-
tion Trades Department, AFL-CIO,
Washington.

MESSRS. JELTEMA and Geor-
gine are to represent the interests
of multiemployer pension benefit
plans.

The

rest of the council is

rounded out with representatives
of the public and of the various

pension related service industries.
The other members, and their
fields, are:

= Insurance-Douglas B. Hun-
ter, vp-group pension operations,
Connecticut General Life Insur-
ance Co., Hartford.

» Corporate trust-Howard M.
Koster, first vp-employe benefit
trust division, Bankers Trust Co.,
New York.

= Actuarial counselling-Pres-
ton C. Bassett, vp and actuary,
Towers, Perrin, Forster, & Crosby
Inc., Philadelphia.

* Investment counseling-John
0. Parker, president and director,
Putnam Advisory Services Inc.,
Boston.

= Investment management-

Donald E. Bowman, president and

director, T. Rowe Price Associates
Inc., Baltimore.

= Accounting-Arthur J. Hel-
ganz, partner, Ernst & Ernst, De-
troit.

= Public representatives-Nel-
son Cruikshank, president, Na-
tional Council of Senior Citizens,
Washington; Claudine B. Malone,
associate professor, Harvard Busi-
ness School, Boston; and A. Robert
Scotti, of A. Robert Scotti Assoc.,
Utica, N.Y., an accounting firm
that specializes in the pension fund

The advisory council will be
chaired by Assistant Labor Secre-
tary Paul J. Fasser.

Initial terms of appointment for
the advisory council were split
evenly for one, two, and three
years periods.

As these appointed terms expire,
new appointees will be named for
three year terrns. The present
terms began Nov. 15, 1974, a

spokesman for the Labor Depart-
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F/ood pol/icies

scarce i n

devastated

part of Texas

WASHINGTON-Only 16 fed-
eral flood insurance policies were
in effect this month when a flood
devastated Nacogdoches, Texas,
taking at least three lives and
causing millions of dolars in dam-
age, according to the federal gov-

ernrmment.

The Federal Insurance Admin-
istration, which administers the
federally subsidized insurance
program, sent city officials a map
early last summer identifying its
flood prone areas, the government
said.

But the city failed to take the
necessary steps to qualify for the
insurance program at that time
and was not accepted into the
program until January 16, just

two weeks before the flood

struck.

"PRECIOUS TIME was lost
when flood insurance policies
could have been sold which might
at least have eased the financial
impact of property losses in
Nacogdoches," said Acting Feder-
al Insurance Administrator J.
Robert Hunter.

Of 8,600 communities issued
flood maps last summer, 4,750
have still not qualified for par-
ticipation in the flood insurance
program, Mr. Hunter said. They
must do so before next July 1.

The communities need only
submit a complete application to
FIX including a copy of the
local flood plain management
measures adopted to conform
with federal regulations. The
measures are designed to reduce
or avoid future flood losses.

The insurance coverage is pri-
marily aimed at home owners and
owners of small commercial or
industrial properties.

"Since the rates are attrac-
tively low,” Mr. Hunter said,
"the program should be viewed as
a welcome dose of preventive
medicine. Certainly it's superior
to dependence on disaster relief,
which at best is an interest loan.”

Mr. Hunter said his office is
mounting a new all-out edu-
cational campaign to communi-
ties that have yet to sign up for

tThhee progr=arrya. rm

'‘Supership’

Continued from page 39
the chance of collision off coast-
lines and in narrow channels.

In the last two months alone,
the Coast Guard and Canadian
authorities have established sea
lanes to cover the tanker routes
between Alaskd and the northern
coast of Washington state.

The Coast Guard is also estab-
lishing sea lanes off the Southern

California coast.

THE PROBLEM IS difficult
because it is so international in
nature. And it is magnified as
soon as one talks about flag of
convencience ships, Mr. Mostert's
book makes clear.

"If one judges by Liberia's re-
cent record, it often seems to
make little differences aboard a
Liberian ship whether it has the
newest equipment or the oldest;
too often those in charge of an
ultramodern bridge don't know
how to use what's there, or don't
know how to repair anything that
breaks down, or worse, don't even
bother to report a fault when
they get to port,” the author illus-
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More than one million workers eligible for insurance

Competition grows over ATST dental Contracts
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people
Olin creates

compliance
position

William Hollingsworth

named safety compliance consult-
ant for Olin Corp., Stamford, Ct.,
a newly created position. Mr. Hol-
lingsworth was formerly corporate
director of insurance and loss pre-
vention, responsibilities which will
now be handled by John J. De-
laney, insurance manager, and Dr.
L. Y. LeVine, loss prevention
manager, following a reorganiza-
tion of the department. The three
men will now report to Olin's vp
for administrative services.

Mr. Hollingsworth's new duties
will be to assist the company in
complying with OSHA regulations,
consumer product safety laws and
environmental protection laws. Mr.
Hollingsworth, formerly chairman
of RIMS' national legislative com-
mittee, has resigned that associa-
tion position.

Norman A. Kenney, CPCU, was
named director of corporate in-
surance at MeGraw-Edison Co..
Elgin, Il. He replaces Arthur
Bostwick, past president of the
Chicago chapter of the American
Society of Insurance Management.
Mr. Bostwick's plans are unknown
at the present time. Mr. Kenney,

who joined the company last June,
as reported, was formerly vp of
insurance and risk management
consulting for Middle West Ser-
vice Co., Chicago, an engineering
consulting firm.

Joe Osborn was named to the
newly created position of employe
benefits manager for the west coast
division of Vornado Inc., located
in Whittier, Ca. Formerly, he was
an executive with the Insurance
Education Assn. Prior to that, Mr.
Osborn worked for Cal State-Ful-

lerton.

National Health Enterprises,
Santa Monica, Ca. named Su-
zanne Rodgers insurance coordi-
nator to replace Dennis Miller, who

resigned. Ms. Rodgers was former-
ly in the payroll-personnel depart-
ment at the company. She reports
to Gerald R. Healy, vp for labor

relations.

Leonard Fortner, 28, was named
to the new post of risk manage-
ment administrator for Reserve
Oil & Gas Corp., Los Angeles. He
formerly was insurance coordi-
nator for Teledyne Inc.

John C. Welch has assumed the
position of supervisor of employe
benfits for the Perkin-Elmer Corp.,
Norwalk, Ct. He will administer
all company-sponsored benefit pro-
grams including health, disability,
pension and profit-sharing plans.
In addition, Mr. Welch will be in

dates for buyers

Mar. 14-16: The American Medical Assn. and the American Bar
Assn. are co-sponsoring the 1975 National Medicolegal Symposium at
the MGM Grand Hotel in Las Vegas. Major developments in the
malpractice field will be discussed. Details are available by contact-
ing Faith Manning, American Bar Assn., 1155 E. 60th St., Chicago,

1. 60637.

Mar. 19: The second annual Capital | Day will explore a wide
range of problems facing the insurance business. Sponsored by 11 in-
surance associations representing companies, agents, buyers and pro-
fessional societies, the meeting will take place in Washington, D.C.
Reservations can be made through the Metropolitan Washington
Assn. of Independent Insurance Agents, 1730 Old Meadow Rd.,

MelLean, Va. 22101.

Mar. 24-26: Health Maintenance Organizations are the topic of an
American Management Assn. meeting to be held in New York. For
more information write the AMA at 135 W. 50th St., New York,

N.Y. 10020.

AIR CARGO INSURANCE

ALLEGHENY

charge of recruiting for the eor-
porate industrial relations depart-
ment. Previously, he was director
of financial recruiting for Zackri-
son Assoc., an executive search
firm. Mr. Welch replaces Edward
Watson, who was transferred to
the company's Metco Inc. divi-
sion, and is now director of in-

dustrial relations there.

Vick Poveromo was named in-
surance manager for Hilton Hotels
Corp., Beverly Hills, Ca., replac-
ing David E. Tucker who re-
signed. Mr. Poveromo formerly
worked for City Investing Co., as
corporate insurance
Prior to that, he was insurance
manager of Rheem Manufactur-
ing Co. At Hilton Hotels, he
reports to Frank Crall, vp. -

manager.

classified advertising

RATES AND CLOSING TIME: $2.75 per line, minimum charge $11.00. Cash
with order. Figure all cap lines (maximum-two) 30 letters and spaces
per line; upper & lower case 40 per line. Add two lines for box number.
Repties are forwarded daity, Closing deadline: Copy in written form in
Chicago office not later than noon, Monday 7 days preceding publication
date. Published every other Monday. Display classified takes card rate
of $23.50 per column inch, and card discounts on size and frequency.
Mail ads to Business Insurance, classified advertising dept., 740 N.

Rush St., Chicago, lllinois 60611.

HELP WANTED

HELP WANTED

INSURANCE DIVISION

Corporate Risk Manager (Oil & Gas Firm) ... $30,000+
Corporate Insurance Administrator

(Billion Dollar Bank)

.to $19,000

Life Insurance Systems Design

(Consulting Firm)

..... to $22,000

Wet Marine Underwriters (2),

(Major Brokerage Firm) . . . .$15-30,000
Commercial Casualty Underwriter

(Major Brokerage Firm) ...... ___....... $17,000
Regional Underwriting Manager

($100,000,000 insurance Firm) . $25,000
Surety Bond Underwriter

(Multiple Lines Insurance Broker) ........ $25,000+

| specialize in placement of the insurance specialists.
Call or write Larry Tiller, (713) 461-777, M. David Lowe
Personnel Services, 10555 Katy Freeway, Houston,

Texas 77024.

ASSISTANT

MANAGER INSURANCE

This is a unique opportunity to ultimately assume direct

responsibility for the management of some parts of the
domestic and international insurance program of our
major pharmaceutical corporation. Ini |a_1lly,dyou‘ll as-
sist the Corporate Risk Manager, overseeing daily oper-
ations and loss adjustments, recommending improve-
ment, standardizing procedures, training supportive
personnel and updating our Corporate Risk Manuals.

You must have a degree in business administration or
math and a strong desire to complete the CPCU train-
ing. Your 3-5 years broad insurance background with
an insurance company, broker or the insurance depart-
ment of a corporation should include some loss adjust-

LIHY

For more than thirty years we have specialized ir. air
cargo insurance providing bill of lading liability cov-
erage for carriers and cargo insurance for shippers
around the world. As a pioneer in this field, we have
developed a knowledgeable staff that can offer the most
comprehensive coverage available. If you have an air
cargo problem "ASK McGEE"!

"OGEE& C0* WM. H. McGEE & Co., Inc.

O MARINE UNDERVWRITERS

551.1 ..
= =1 S IIrNNcCcCE 1 S

(sy 3 111 John Street, New York, N. Y. 10038

*UNDEe
Offices in Principal Cities
Throughout the United States & Canada

ment experience involving property and casualty.
In return, we offer a commensurate salary Plus un-

usu.al,lg generous frin%e benefits and the cha
nsibility, For immediate consid-

decision-making resp

lenge of

gration, send a resume complete with salary history in

Roy Morrow

G. D. Searle & Co.

P.O. Box 1045

Skokie, 111. 60076
Equal Opportunity.

A Practice, Not Just A Policy

SEARLE
INSURANCE
RISK
MANAGEMENT

New York Based international risk
management consulting firm seeking
imaginative and aggressive talent for
challenging career opportunity. Suc-
cessful candidates will possess well
rounded insurance background. an-
alytical ability. Knowledge of captive
and other risk financing techniques.
College degree essential. Graduate
work & CPCU a plus.

Send resume & salary history in con-
fidence to:

Box 81 1092; 810 7th Ave, NYC 10019

An Equal Opportunity Employer M/F

CASUALTY UNDERWRITING SUPERVISOR

Highly professional and rapidly expand-
ing suburban Philadelphia brokerage
firm has opening for qualified individual
with  heavy commercial  packground.

Agency experience helpful.

Selective Management
Western Savings Building,

Philadelphia, Pa. 19107
215-545-7111

MISCELLANEOUS

BONE WHITE CHINA ASH TRAY

Elegant, Gold Rim and Advertising
message $1.00. Free sample and
details.
ED SABREEN & CO.
22850 Holmwood Road
Shaker Heights, Ohio 44122
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Disability: surprise killer
~of small businesses
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The disability of a key salesman, or designer, or engineer
can cripple a company. Their productivity stops. But the
costs of operating the business continue.

[t's called “economic death.” It's always unexpeczed. ..
often unanticipated by many insurance programs. In fac,

a person between 17 anid 44 has just as great a chance of

becoming permanently disabled as of dying.

The economic consequences can be even more disas-
trous than death. They can drive a small business to the
wall. Credit is impaired. Profits decline. Morale drops.
Accounts and clients drift away. Competitors lure away
key employees.

: \

In some cases, the d:sabled man himself may find his
business interest waning. And the company may lack the
necessary liquidity to buy him out.

What are the options? Not many. Sell to a stranger?
Attempt absentee management? Move a family member
into management?

There is no happy ending to a disability story. But a
Continental Assurance “Business Buy Out” program can
help keep the business alive.

We add assurance to life in an unsure world.

Continental Assurance Co.

Estate and Business Planning Services G

See Your Independent Agent or the Continental Assurance sales office listed in the Yellow Pages
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