Con Ed, Ford insurance plans tested

Blackout suits

hit $10 billion

By REBECCA A. FANNIN

NEVWW YORK-The "Big Apple" this month
marked the first anniversary of the worst power
blackout in the city's history-this time with its
lights on.

But Consolidated Edison Co., the electric util-
ity whose services were downed by lightning,
could remain in the dark. The utility is on the
receiving end of 19,000 damage claims, 157 law-

suits and four class action suits that could ulti-

mately cost it more than $10 billion.

Con Edison's insurance falls far below its pos-
sible liability. Con Edison has $50 million worth
of liability insurance coverage, according to Wil-
liam J. Collins, Con Ed insurance manager.

Lloyd's of London carries the bulk of the in-
surance, Mr. Collins said. The first $1 million of
coverage is provided by Associated Electric Gas
& Insurance Services Ltd. (AEGIS), the group
captive insurance company formed in 1974 to

Continued on page 39

ri he inside story
American oil syndicates

American syndicates are having a substantial impact
on insurance costs for many oil rigs and offshore oil
platforms, although the four American groups with a
total capacity of $165 million aren't able to participate
6n the huge projects in the North Sea. Page 6.

Product liability ads, bills

Crum & Forster agrees to a cease and desist order
issued by the Kansas insurance department that it not
publish any deceptive advertisements about product
liability issues. Meanwhile, the Pennsylvania senate
approves a major tort reform measure. Page 9.

No-fault update

Despite numerous setbacks suffered by both state
and federal no-fault proposals recently, proponents of
the new way to compensate auto accident victims say
they are not ready to throw in the towel. For an update
on the no-fault movement see page 19. For a chart
summarizing the no-fault laws now on the books turn

to page 32.

Elsewhere:

. OPIC TO PAY commissions to brokers for the first
time on s6me policies. Page 12.

. N.Y. FIRM encounters rough waters, consolidates
benefits to cut costs. Page 15.

. DOCTORS ENDORSE many oftheir commission's
cost control ideas. Page 16.

. CONTINUING LOSSES may sink underwriters'’

.,future hopes. London Line, page 27.
Agent/Broker Profiles

A major shakeup in the ranking of the 20 largest
brokers in the U.S. highlights the seventh annual
Business Insurance Agent/Broker Profiles special re-
port to be published Aug. 7. In addition to detailed
examinations of the 20 largest U.S. brokers and th'e
three largest Canadian companies, vital information
will be provided on more than 360 other insurance
agents and brokers specializing in commercial insur-
ance. Additional copies will be available for S2.

The people column
page 46

Phob: Wide World

Looters ravage a store during last year's New York

City btackour. A government report puts the economic
loss at more Ithan $170 million.

Ford retains $2 million;

coverage $100 million

LOS ANGELES-The Ford Motor Co. maintains a $2 million
self-insured retention for product liability losses involving its
automobiles, up from $1 million at the beginning of the 1970s.

In addition, the nation's second largest automobile manufac-
turer now purchases $100 million of liability insurance, double
the $50 million in coverage it obtained at the start of the decade.
During the 1970s the company moved from three-year policies to
one-year policies and from major use of Lloyd's t6 heavy reliance
on American excess/surplus insurers.

Documents filed by the firm in Los Angeles superior court
provide a detailed picture of the product liability insurance pro-
gram for one of the nation's largest companies. The material also
indicates some of the insurance companies that may face large
payouts in connection with the flurry of lawsuits now moving
through the courts charging the Pinto automobile was defec-
tively designed.

An 18-year-old California youth was recently awarded $2.8 mil-
lion in compensatory damages and $125 million in punitive dam-
ages, later reduced to $3.5 million, for severe burns suffered in an
accident involving a 1972 Pinto. The youth, Richard Grimshaw,
claimed that Ford knew that the Pinto gas tank was likely to

Continued on page 40
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Carter aides oppose tax brea k
for reserves, back loss period

By JERRY GEISEL

WASHINGTON-The Carter Ad-
minisfration, rejecting a proposal
to permit businesses tD take tax
deductions for funds set aside to
pay product liability claims, en-
dc,:sed this month a Treasury De-
partment recommendation that
corporations be allowed to carry-
back product liability losses for up
to 10 years.

That would be an increase from
the current three-year period.

A loss carryback permits a com-
pany which has been the victim of
an uninsured product liability
award to obtain a refund on taxes
paid in past years, providing the
company has a net operating loss
in the current year or if the award

would create such a loss.

The carryback is designed to
help a self-insured company pay
for retained losses. The provision
would require a self-insured firm
torestate its earningsasfarback as
10 years.

The decision to reject the tax de-
duction concept, which has some
support in Congress, was based on
the Administration's fears that the
concept was too costly and would
set a bad precedent.

=If the Internal Revenue Tax
Code were amended to permit de-
ductions for product liability self-
insured reserves, then there would

be a cry to permit deductions for
other kinds of self-insured re-
serves," one well-informed source
said.

For example, The Risk & Insur-
ance Management Society and the
National Assn. of Insurance Bro-
kers are drafting a proposal that
would allow tax deductions for all

lines of insurance as well as pre-

miums paid to captives.

The Administration said increas-
ing the carryback period for prod-
uct liability losses would provide
the same benefits to businesses as
the tax deduction approach, but
would result in a smaller revenue
loss to the government and would
be simpler for the Internal Reve-

Continued on page 45

Pregnancy benefits bill
faces final key hurdle

WASHINGTON-A conference
committee that must tackle the
controversial abortion issue is the
last major hurdle for legislation
that would require employers to
provide equitable medical and
disability benefits to pregnant
women.

The House this month approved
legislation nondis-
criminatory benefits for pregnancy
by a vote of 376-43. The Senate
overwhelmingly passed similar
legislation in February.

However, the House bill contains

requiring

an amendment that would allow
employers to refuse to provide

benefits to a pregnant employe
who elects to have an abortion.

The anti-abortion amendment

was added to the House bill in
committee in March. Since the
House Rules Committee failed to
schedule the pregnancy bill for
floor action, the measure came to a
vote undera specialprocedurethat
did not permit any amehdments.
Supporters of the pregnancy legis-
lation were thus forced to accept
the anti-abortion legislation.

The legislation could still be en-
dangered if the conference corn-
mittee is unable to work out a
compromise on the abortion issue
quickly.

The House will take its annual
month-long break in August. When
they return, the fall session is ex-
pected to be short due to the up-

Continued on page 45
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Four lawsuits demand $10 million
In N.Y. ice cream truck explosion

NEW YORK-At least four sepa-
rate suits totaling more than $75
million are pending against the
Soft Fresh Freeze Ice Cream Corp.

of Brooklyn. N.Y., as a result of an
ice cream truck explosion that

rocked Manhattan's Wall Street
district.

VWere
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about our

gLroup life

You'll see why when you contact
your nearest Fireman's Fund American
Group Office and talk to one of our
Group Sales specialists.

They handle group life and short
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medical, dental and long-term disability
coverage. And simple administration
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Lee Balter, the 23-year-old driver
of the truck, was also named in the
lawsuits.

Filed in Manhattan's supreme
court, the suits cite "negligence,
carelessness and recklessness” on
the part of both Balter and Fresh
Freeze-the licensed owner of the
truck-as causing the accident.

New Ycrk City Police have
labeled th€ blast the result of an
"accidental explosion” that oc-
curred after a 2.5-gallon gasoline
can illegally kept in the truck for
storage, caught fire. The burning
gas can ignited the truck's gas
tank, which in turn exploded.

The resulting blast, first thought
to be the work of a bomb, sent
shards of metal and glass raining
through the street crowded with
lunch hour pedestrians, most of
whom were eagerly anticipating a
long Fourth of July weekend. Al-
though there were no fatilities,
over 130 people were injured.

Additional suits are also ex-
pected to be filed in the upcoming
weeks. Thus far the pattern of the
existing summonses has been $1
million for eompensatory damages
and $10 million for punitive dam-
ages. Harry H. Lipsig has been
named the attorney for the plain-
tiffs in each of the suits filed.

The attorney named for the de-
fendant, William J. Breuer, was
unavailable for comment on the
case and it is not known who insur-
es the company or the amount of

coverage carried.
Also unknown is whether or not

Fresh Freeze's insurance will cover
the loss in light of the fact that the
explosion was caused by an
illegally kept gasoline storage

can.

A&A acquires
Chicago broker

CHICAGO-Alexander & Alex-
ander has acquired Paris-O'Day &
Reed Inc., a Chicago insurance
broker employing about 20 per-
sons. The Paris firm has special-

ized in product liability, workers

and association

compensation
business.
Frank M. Paris and Frederick L.
Reed will become vps with Alex-
ander & Alexander's Chicago of-

fice.

errors &
omissions

. Business Insurance incor-
rectly reported (July 10) that there
was to be a hearing July 17 on the
Ford lawsuit against 50 insurers
over punitive damage claims. The
hearing that day actually con-
cerned an unrelated lawsuit in-

volving Ford Motor Co.
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Insurance company execs take 4 spots
on commission to draft exchange rules

NEW YORK-Four of seven persons selected so far to serve on a panel
that will draft a constitution and by-laws for the New York Insurance
Exchange are representatives of the insurance industry. The others are a
broker, a risk manager and a consultant to the insurance industry.

The four insurance industry representatives are Maurice R. Greenberg,
president of American International Group; Richard Shinn, president of
Metropolitan Life 'Insurance Co.; Charles Havens, president of the
American Reinsurers Association, all appointees of Gov. Hugh Carey,
and Joseph Murphy, vp and general counsel of The Continental Corp., an
appointee of assembly minority leader Perry Duryea.

Other Gov. Carey appointees are L. Patton Kline, president of Marsh &
MclLennan Inc.; Editch Lichota, assistant treasurer of Carborundum
Corp. and RIMS legislative representative, and Donald Kramer, presi-
dent of Kramer Capital Consultants.

Gov. Carey was to have signed the enabling legislation fortheexchange
and insurance freetradezone in ceremonies atthe United Nations. Atthat
time, the names of the remaining panel members were to have been
announced. Superintendent of Insurance Albert B. Lewis chairs the
panel.

Mr. Havens's organization had opposedthe proposed exchange and Mr.
Greenberg was critical of some sections of early drafts for the legislation.
However, an aide to the governor said Mr. Carey felt their concerns could
be mollified by having them participate in the process of drafting the
constitutién and by-laws.

Mr. Greenberg is known to be a close acquaintance of the governor.
Some sources had voiced concern that Mr. Greenberg had dominated the
governor's selections to the panel, noting that Metropolitan Life, Mr.
Shinn's company, is a partner in Transatlantic Re, a recently organized
reinsurance affiliate of AIG.

It is believed that John Cox, president ofINA and a key competitor with
AIlG, had originally been on the governor's list but later dropped. Mr. Cox
said it was hard to say whether Mr. Greenberg influenced that decision.

Test-tube lawsuit goes to trial

NEW YORK-As the world awaits birth of the first "test-tube" baby, a
New York hospital and its chief of gynecology and obstetrics are on trial
in a $1.5 million damage suit brought by a Florida couple involved in a
similar experiment almost five years ago.

The suit charges Dr. Raymond Vande Wiele, chief of gynecology and--
obstetrics at Columbia Presbyterian Medical Center, with having de-
stroyed a day-old embryo that was to be implanted in the womb of Doris
Del Zio. The embryo had been conceived in a test-tube where
gynecologist Dr. Landrum Shettles mixed eggs from Mrs. Del Zio's
ovarian tissue with sperm cells from her husband.

In opening remarks in federal court for the Southern District of New
York, Dr. Vande Wiele's attorney said that at the time of the experiment,
no one knew it was Dr. Shettles's intention to implant the embryo mix-
ture in Mrs. Del Zio.

An attorney for the hospital said Mrs. Del Zio would have almost cer-
tainly died of peritonitis had the implantation been made. Prior to start
of the case, the attorney said the 1973 experiment compared with the
current pregnancy of British housewife Lesley Brown was "like compar-
ing the Wright Brothers with the Concorde.”

Nuclear utilities get $2 million refund

HARTFORD-The two private pools of insurance for nuclear power
plants are returning over $2 million in refunds to utilities operating
nuclear power plants.

The American Nuclear Insurers and the Mutual Atomic Energy Liabil-
ity Underwriters said the $2.16 million refund on 380 policies for 1978 is
based on the excellent safety record of power plants, fuel reprocessing
units and fuel fabrication facilities.

More than $13.8 million has now been returned to nuclear plant
operators since 1967.

Catastrophe losses continue to climb

NEW YORK-Catastrophe losses paid by property and casualty insur-
ance companies continued to climb in the second quarter with payouts for
theyear so far reaching $482 million as the result of24 major storm losses.

Insurance companies have paid out more money in the first six months
ofthe year only once, in 1974 when lossesin the firstsix months topned

$650 million. The one-year high for catastrophe losses was also set in 197%.

when payouts reached $686.1 million.

Theatres negotiate new program

LOS ANGELES-The Los Angeles Theatre Alliance (LATA), a group
of401ive, tax exempt-theatres, havenegotiated agroup insurance plan for
property and casualty coverage.

According to Larry Powers of the brokerage firm of Martinson &
McKinzie of Santa Ana, Calif., the firm that put together the coverage
with the help of LATA president Ray Tatar, "the big shine" in the new
coverage is in the third-party liability area.

Under the new policy, underwritten by American Fidelity Insurance
Co., the theatres have third-party, liability coverage in the amount of
$300,000, Mr. Powers said. Covered under the policy, he said, are such
things as wrongful eviction, libel, slander, host liquor and personal in-
jury.

Consider work ability, court says

LANSING-ADbility to work should be be taken into consideration
along with physical condition in determining eligibility for workers com-
pensation benefits, the Michigan court of appeals says.

The court said total and permanent disability benefits could be ended
for a man who lost both hands in an industrial accident, but who was able
to work as a night watchman.



- the benefit beat

Chicago suburb moves plan to Chicago Blue Cross

SKOKIE, ILL. village employes
WwWVill receive medical benefits
through Blue Cross/Blue Shield of
Chicago beginning Aug. 1 instead
of Blue Cross of Rockford. The
$10,000 life insurance benefit will
be underwritten by Fort Dearborn
Life Insurance Co. which is replac-
ing Standard American Life Insur-
ance Co. Medical benefits for the
480 village employes will remain
the same as under the previous
contract, paying for 120 days in the
hospital and usual and customary
medical and surgical expenses
coupled with a $50,000 major
medical benefit.

Premium costs increased only
slightly under the new contract
with the single employe monthly
premium going to $33.20 from
$31.90, $29.20 of which is paid for
by the village and the remaining $4
paid by the employe. Family
coverage costs increased to $120.09
from $108.86 with the village pay-
ing $105.69 andtheemploye$14.40.
Life insurance premiums de-
creased to $4.20 from $4.40. of
which the village pays 88% and the
employe 12%. The total cost of the
medical and life insurance pro-
gram that begins Aug. 1 is $591,180,
with the village paying $510,300
and employes paying $80,880.
That's a 6% increase over the total
cost for the year ending Aug. 1 of
$560,000, of which the village paid
$487,200 and employes paid
$72,800.

The contract with BC/BS of
Chicago may be renewed at the end
of the year since the board of trus-
tees agreed that medical and life
insurance need not be bid annually
anymore as they had been under
village policy of putting out for bid
all supplies and services that cost
over $2,500. Purchasing agent
Daniel VW. Ryan said the board
agreed to make an exception in its
bidding policy after learning that
"insurance claims handling is of
such a vital nature that it should be
approached as a 'professional’ ser-
vice and that annual switching of
carriers was detrimental to the vil-

lage.”

TWIN CITIES CARPENTERS &
JOINER UNION has purchased
dental insurance for its 7,000
members from Delta Dental Plan
of Minnesota at a composite rate of
$16.85 a month under a 12-month
contract. Union members and their
families are covered for 70% of the
cost of dental treatment, including
basic exams, cleaning and fluoride
treatments, restorations, root ca-

nals and oral surgery, to an annual

maximum of $500. Orthodontics
are also covered under the contract
to a maximum of $500 a year, but
the union member must pay half
the cost of orthodontic treatment
instead of just 30% of the cost for
other procedures. The union ac-
cepted Delta Dental's proposal
without entertaining bids from any
other dental insurers.

ROCK ISLAND, ILL. switched last
month to self-funding health ben-
efits for its 480 employes, a move
which immediately cut employe
costs for family protection by $17 a
month and is hoped will save the
city $50,000 annually. Coverage for
a single employe is pegged at $30 a
month under the self-funded plan
and will be fully paid for by the
city. Family coverage now costs an
employe $12.50 a month with the
city's cost set at $72.50.

The city didn't drop Blue Cross/
Blue Shield of Chicago and go to
self-funding just for economic
reasons, said consultant Marcellin
Smith of H.H. Cleaveland Agency
Inc. in Rock Island. Improved em-
ploye relations and improved
claims administration, especially

with respect to coordination of
benefits, is expected under the
self-funded plan being adminis-
tered by Kelly Associates Inc. of
Chicago. Kelly Associates was
chosen to administer the plan at a
cost of 4.5% of claims paid over
other administrators who quoted
on a cost per employe. Mr. Smith
doesn't consider the latter billing
method equitable since it doesn't
reflect claims experience.

Claims are projected at $350,000
a year and a stop-loss policy attach-
ing at 125% of projected claims was
purchased from Employers Rein-
surance Corp. The benefit struc-
ture remains the same as it was
with BC/BS of Chicago, a com-
prehensive major medical plan
with a $100,000 maximum which

requires employes to pay 20% of
their medical bills up to a $1,000
out-of-pocket limit. Mr. Smith said
self-funding with an independent
third-party administering claims
was chosen after considering fully
insured plans, ASO arrangements
as well as split-funding.

QUALITY MUST be maintained
while costs are contained, agreed
labor and management representa-
tives speaking at a National Sym-
posium on Dental Prepayment
sponsored by the Delta Dental
Plan Assn., the national coordinat-
ing agency for 47 not-for-profit
corporations that underwrite den-
tal insurance for 14 million Ameri-
cans. Gilbert Laws of the United
Rubber Workers said the Delta

Plan, negotiated from wages paid
by Goodyear, cost union members
10.9 cents an hour. Delta was
selected, he said, because the
union wanted a plan that incorpo-
rated peer review and pre-filed
schedules of fees submitted by
participating dentists. Daniel
Heslin of Rockwell International,
representing management, noted
that "cost containment” are buz=
words with management now and
warned rocketing medical care
Costs could make management
cautious about improving existing
benefits or adding new ones.

ANOTHER INTERNATIONAL
agreement to coordinate Social
Security payments and benefits
between the U.S. and a foreign

he world's truly

international broker?

country is moving ahead. HEW
secretary Joseph A. Califano

signed an administrative agree-
ment with the West German am-

bassador to the U.S. which estab-
lishes the technical details of an
agreement approved in principle
already by the German govern-
ment. A similar agreement was
signed with Italy earlier this year
and is now before Congress where
time is running out on its 90 days
to reject the agreement. Theseagree-
ments, authorized by the 1977
amendments to the Social Security
Act, basically eliminate the prob-
lems faced by citizens of one coun-
try working in the other. Those
problems include having to con-
tribute to two social security sys-

Continued on following page
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tems but then upon retirement not
qualifying for benefits under one
or both of the systems or finding
inadequate benefits if they are
paid. The agreement permits the
employe and employer to pay into
only the system of the home coun-
try. If payments are made to both
systems the agreement permits the
combining of credits earned in
both countries by either country in
which the claimant doesn't other-
wise qualify. The payment of ben-
efits in this case is based on the
proportion of total credits earned
in the paying country. The German
agreement restores the rights of
some American citizens to make
voluntary contributions to the Ger-
man system.

FEDERAL EMPLOYES around

the country may be offered par-

ticipation in new HMOs starting
Jan. 1. The Civil Service Commis-

sion has given tentative approval

' for 19 more Blue Cross or Blue

Shield HMOs to be added to the
network of 16 other BC/BS health
maintenance organizations par-
ticipating in the Federal Employe
Health Benefits Program.

BC/BS involvement in the alter-
native health care delivery system
has been steadily increasing dur-
ing this decade with 48 or nearly
half of the 102 BC/BS plans now
involved in 66 HMOs serving 1.5
million persons. Another 14 HMOs
involving BC/BS plans are in the
development or planning stages.
In 1970, BC/BS plans were in-
volved in only five HMOs serving
700,000 members. Blue Cross/Blue
Shield investment in HMOs has
topped $30 million and is expected
to climb to $57 million by 1980.
BC/BS is involved with HMOs
from providing them with ad-
ministrative services to owning
and operating them. .

Photo: Wide World

WIladslaw Fraczek is taken into
custocy a-te- holding a workers

compensa.ion judge hostage in
New York's Worlc Trade Center.

Man takes hostages

protesting comp benefit

By RICHARD MARINI

NEW YORK-Very few go to the
same lengths as Wladyslaw Frac-
zek in trying to win a workers com-
pensation award.

Believed to be carrying as much
as 80 sticks of dynamite, Mr. Frac-
zek, a 42-year-old Polish immi-
grant, held four hostages for more
than 10 hours on the 36th floor of
the World Trade Center here in
protest over what he believed to be
inadequate workers compensation
benefits.

Mr. Fraczek has received almost
$6,000 in benefits since a 1975 on-
the-job accident in which he lost
the tip of a finger and injured his
head. Since the accident he has
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suffered dizzy spells and reoccur-
ring headaches and has been un-
able to return to work.

On Monday morning, July 10,
Mr. Fraezek made an appeal for in-
creased benefits before adminis-
trative judge Louis Jerome in the
workers compensation board hear-
ing room in the south tower of the
World Trade Center.

When Mr. Jerome postponed his
decision on' the case for two
months, Mr. Fraczek announced
that he had a bomb and allowed all

but- four of the spectators to leave
the room.

While holding the four at bay
with what appeared to be a World
Warll German-style hand grenade,
Mr. Fraczek negotiated with the
New York City police who were
called to the scene.

Communication was hampered
by the fact that Mr. Fraczek speaks
very little English. Meanwhile,
from 3,000 to 4,000 workers were
evacuated from the building by
police.

At about five in the afternoon,
Mr. Fraczek asked for a ptiest, say-
ing he wanted the hostages to re-
ceive "absolution." Police began
preparations to charge the door.

But in the end this wasn't neces
sary. "The moment he (Fraczek)
started barricading the door,” Mr.
Jerome, one of the hostages, said
later, "my anger really rose. |
grabbed a (New York) state flag
and charged him with it."
Hearing the scuffle, police
barged into the room and wrestled
Mr. Fraczek to the ground. It was
later determined that Fraczek's
"bomb" was actually nothing more
than a hollow cylinder containing a
flattened Coca-Cola can inscribed
with two verses of "God Bless
America" and the poem from the
Statue of Liberty which begins:
"Give me your tired, your poor,
your huddled masses yearning to
breathe free . . ." In the shopping
bag that supposedly held 80 sticks
of dynamite was, in fact, only a
knife and four loaves of black
bread.

Mr. Fraczek was later arraigned
on kidnaping charges.

Mr. Fraczek's case is currently
being reviewed by the chairman of
the workers compensation board,
Arthur Cooperman. When the case
comes up again in September it is
likely thatMr. Jerome will again be
the presiding judge. .

College plans

new branch

in California

LOS ANGELES-The board of
trustees of The College of Insur-
ance of New York will establish a
western division campus in Los
Angeles, according to college pres-
ident A. Leslie Leonard.

Dr. Leonard said that the pro-
posed California-based division
would begin with a meaningful
work-study program designed for
carefully candidates
from community college and other
levels who demonstrates they can
be responsive to the needs of West-
ern industry participants. He
added that the program will be
modeled on existing courses at the
college's headquarters and would
rely on user suggestion as to initial
course content, facility location
and instruction duration.

Statewide agency, brokerage
and company fund raising efforts
have begun, he said, noting that
faculty selection is underway. .

screened



6'THERE'Q
NO USE CHANGING
AGOOD HORSE
FOR A STRANGE ONE."

= H. M. Collins, president of Collins 6f Hobbs; Inc., an Employers Insurance poticyholder since 1946.

WAUSAU STORY
mpoyers. ol Wadsau provides

ance to Collins & Hobbs, Inc.,
general contractors in
Chattanooga, Tennessee.

eventy five.nen cant of theairs

Frequently, the price of certain
insurance coverages is part of the
bidding formula. With our policy-
holder's good record, which has
earned favorable rates for them,
they often enjoy an

important bidding advantage.

Left to I‘IEh’[ Norm Keller of Employers Insurance and
Selmon L Franklin, Jr., architect for the Chattem Drug
Executive OHice Building.

| t's the policyholder's good at
titude that helps them keep

their good rates Collins & Hobbs

knows that the wa%/ to hold down
insurance costs is to hold down
losses. And that takes apart
nership effort.

Mr. Collins puts it this
way: "The policyholder must
work constantly for a good
experience rating." Of the
Employers people he says,
"They have always been
above board. It's the day-to day
communication that keeps us
together."

Employers sales representa-
tive, Norm Keller, cites an exam-
ple of this close day-to-day
service: "We may get a call at
10:00 in the morning that Collins
& Hobbs will bid a job the next
day and they need builders' risk

and owners' pro-
tective liability

coverage.

Our Norm Keller, left, and Fred Shirley, chief estimator
for Collins & Hobbs, on a current project.

Collins & Hobbs recently completed this building for
the Tennessee Temple Schools - Harrison Gill, architect.

"We'll take immediate action

to get a quotation to the policy-
holder so it can be included in

the bid.'

The insurance ﬁartners" at Chattem Drug's
headquarters, Chattanooga, Tennessee.

Q uccessful insurance partner-

U ships don't just happen. They
are the result of attention and

effort by both partners.
Insurance costs are one of

the few expenses in business that
are controllable. And all the

more worth investing the time
and energy to control them.
That's the Wausau story.

Come to the source

1 11.4UHAL:

Employers Insurance of Wausau
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But can't participate on huge risks

American syndicates ease oil market

By ELLIS SIMON

NEVWW YORK-The American

offshore oil syndicates are making
their competitive presence felt
when it tonnes to insuring drilling
rigs and small production plat-
forms, but London still calls the
shots when insurance is purchased
for jumbo, North Sea-type facili-
ties.

"With the exception of the North
Sea production platforms, there is
enough capacity here to handle
any other type of account,"” said
John Blackman, president of the
Mutual Marine Office, one of four
principal American syndicates.

Total capacity of the four syndi-
cates today is $164.5 million. AIG
Oil Rig has $75 million, All Ameri-

can Marine Slip $56 million,
American Offshore Syndicate $26
million and Mutual Marine Office

$7.5 million in capacity.

Competing against London, that
capacity has had its impact felt in
the market for offshore drilling
rigs. Prior to 1972, when the first
American syndicates began opera-
tions, London had a monopoly on
this market, said Roy Williams,
president of AIG Oil Rig Since
then, rates for semisubmersible
rigs have dropped by half and rates
on higher risk jack-up units have
fallen by one-third, he added.

However, the big plums for the
American syndicates have been
three major drilling companies
that have switched all or part of

their coverage from London-
SEDCO (Southeastern Drilling
Co.), Diamond M and Zapata.

A 20% savings on premium led
Diamond M to transfer coverage on
its 27-rig fleet from London to the
American market, said treasurer
Richard Nystrom. The "extremely
competitive" American markets
also offered better deductibles, he
noted.

SEDCO insurance manager E.J.
Smith reported that there were
some savings but "nothing dra-
matic"” when he placed between
70% and 75% of his company's
program in the American market.
SEDCO's 28-unit fleet is valued at
almost $900 miillion.

A spokesman for Zapata Corp.
said only that his company's deci-

Seu
iINsured loss

Isaloss.

Isa loss.
IS aims.

Isa loss.

sion to switch was a "matter of
economics.”

Even drilling firms that have
kept their programs in London
have benefitted from the American
competition as well. Ron Guidry,
insurance manager for The Off-
shore Co., who resisted several ap-
proaches from the Americans, said
London's rates for his shipshape
units dropped about 10% on the

latest renewal.

Leonard Marks, vp of Manage-
ment Systems Inc., the Houston
brokerage firm that placed the
SEDCO, Diamond M and Zapata
accounts, called the American
markets an alternative that has
loosened up the world market.
About 15% of the U.S. drilling fleet

The way you handle your
self-insured loss makes a major
difference to your cash flow and
your risk reserve.

Insurance companies have
been dealing with losses since
they first started writing policies,
and they know the best method
for reducing their real loss paid
is by achieving the highest net
dollar recovery, thus protecting
their own cash flow picture.

Since your company has as-
sumed a risk retention profile
through higher deductibles, self-
insurance programs or a captive
insurance company, you need to
know the techniques the insur-
ance companies applyto reduce
their real loss paid by recouping
a high net recovery dollar on
merchandise, equipment, vehi
cles or products exposed to dis-
tressed conditions.

If your company experiences
a loss on a $100.000 inventory.

WRONG.

thetemptation may be to declare
a total loss. because of pr,oduct
integrityorproducts liability, and
replenish the damaged stock with
$100.000 of your risk reserve or
operating capital. Then write it
off. This type of action can have
a severe impact on your cash flow

and reserves.

But, USCC can come in and
do for your cash flow what we've
done for insurance comps|[nies
for years.

USCC will identify the salva-
ble merchandise and its current
market value, market it t o our
network of known buyers and re-
turn a significant sum of money
to your cash flow picture. At the
same time, we will react quickly,
maintaining product integrity,
protection for products liability

and documentation for every
step of the program we develop
for your specific needs.

It is that simple.

We are not new. We have
been serving the insurance in-
dustry for more than 80 years, re-
covering millions of dollars each
year And we're anxious to do the
same for the corporations retain-
ing risk.

Write for our corporate ser-
vices brochure, "The USCC way

to increased cash flow protec-
tion and asset conservation.”

Copyright 1978, USCC

G
uscCccC

24 hour number: (312) 437-8181

National Executive Oilices - Risk Management Services
1400 Busse Road - Elk Grove Village, lllinois 60007
(Chicago)

is insured domestically, he re-
ported.

He added that he felt the U.S.
pools were here to stay: "In all fair-
ness to the client we couldn't place
the client's business in a market
that we didn't feel would be in for
the duration.”

While the American syndicates
have captured a share of the mar-
ket for drilling rigs, their capacity
has not reached the point where
they can take the lead on the giant
production platforms currently
being built in the North Sea and
having values upwards of $800
million.

The London Master Rig Slip re-
cently raised its capacity from $400
million to $500 million and, as one
broker noted, on jumbo risks Lon-
don "controls terms, conditions
and capacity.”

A significant part of the Master
Rig Slip's capacity comes from
American reinsurers. Several
sources estimated American par-
ticipation in the syndicate to be
around $100 million. But John
Kean, the reinsurance broker at
Guy Carpenter & Co. who handles
the account, said the amount of
U.S. reinsurance was far below
that. Mr. Kean would not reveal the
actual figure.

Many of the American reinsurers
also participate in the U.S. syndi-
cates, noted Norman Tucker, un-
derwriter for American Offshore
Syndicate. "If you write a class of
business, the more you write at the
correct price, the better off you are,
and by spreading the lines across
all syndicates you get all of the bus-
iness.”

But, the dual market participa-
tion limits the capacity of Ameri-
can syndicates to insure jumbo
risks. AIG's Mr. Williams said his
syndicate's capacity for insuring
giant production platforms is lim-
ited to $15 million to $20 million
because of this, even though total
capacity recently was raised from
$45 million to $75 miillion.

If the American companies were
to transfer their capacity from
London to the U.S. syndicates this
would bring the two markets more
in balance, but it would not ;epre-
sent new capacity for the oil com-
panies, Mr. Williams added.

Transferring capacity frorn the
London to U.S. markets would ac-
tually reduce world capacity, ac-
cording to Mr. Tucker, who for-
merly worked for the London Mas-
ter Rig Slip. By participating in
London, the Americans share the
risk on $300 miillion to $400 million
in premium versus sharing the risk
on $50 million in premium in the
U.S. market, he explained.

The smart strategy for insurers
would be to participate in all risks
and reinsure either on a stop-loss
or aggregate basis, he suggested.

Mr. Tucker added that even if
the American markets were large
enough to take the leading position
on a jumbo risk, they would still
have to create policy terms that
were acceptable to London since
such risks can not be written with-
out the Master Rig Slip.

There would be little point to the
Americans trying to take the lead
on major risks since the best they
would be able to do is match
London's offer, he said.

William Lowry, president of All
American Marine Slip, added that
the North Sea was not the best
place for an insurer to put its
money. However, he noted that
with establishment of Mr. Tucker's
American Offshore Syndicate,
many American companies that
participated in the Master Rig Slip
have dropped out.

Asked about the impact that a
joining of American syndicate
capacity with that of Bermuda-
based OIL Ltd. would have, Mr.
Lowry said it would "be a hell of a
wedge," but it would be a "Her-
culean task" to corral the com-

bimned capacity . .



Insurer agrees to avoid deceptive ads

By JERRY GEISEL

TOPEKA-Crum & Forster In-
surance Cos. this month settled
charges that it ran deceptive and
misleading product liability adver-
tisements by agreeing to a Kansas
insurance department cease and
desist order that bars the company
from making similar claims in the
future.

The negotiated settlement elim-
inates the need for a formal ad-
ministrative hearing by the Kansas
department. Crum & Forster did
not admit to any wrongdoing in
agreeing to the order, but a future
violation could result in a $10,000
fine or loss of the company's
license to operate in Kansas.

The Kansas department offered
similar terms to Aetna Life &
Casualty Co. to settle charges that
its extensive product liability ad
campaign is deceptive, Business
Insitrance learned.

Both ads, which were designed
to explain the product liability
crisis, said one million product lia-
bility claims were filed in 1976, an
assertion that both Aetna and
Crum & Forster later admitted was
incorrect. In addition, the Crum &
Forster ad said a man who used a
power lawn mower as a hedge
clipper successfully sued the man-
ufacturer after he was injured.
Crum & Forster has not been able
to prove that such a case ever hap-
pened.

The ads touched off a sharp at-
tack by Consumer Reports, the in-
fluential consumer publication,
which charged in its July issue that
the ads were "insulting and mis-
leading.” The Consumer Reports
article also attacked key elements
of product liability bills that have
been introduced in many state

legislatures as "clearly anti-
consumer.”
The insurance department

launched an investigation of the
ads after receiving complaints
from the Kansas Trial Lawyers
Assn. concerning Crum &

Forster's advertising campaign.

There isit

a pmduct made
thatcaitbe misused.

h.11.1#ilin rmillimwl
triiu 111.1,-1101 |t .1k tiki.n
[1}In1111%11."(A Ll-plikilld

1, ill tlLin vi.rk-/,re

Inallitull,11.13,ind Tlici.
lwhil'th.-1d from-ible ,
1"i [A L, RIFL. tur r,Kilict
IrLALILE 1113Uni-£11-11 41:11
t|A UCt,11154)litnhult- 6,

tik il t1$,1 1l 111"

a4 zivwn 11111 "Ittid .1,
nit.In Li.jillnunul *Lut -
Iribl. iniukt hilnrit
i K vul tlk |,Inn nhnki
1AMt 1:r JIMI WA
112 111,71 InitKill 12 1 )10
kikh .11, iii.idc iii /41.1
\,Ith tIk' tkri,wn,*u,
equipmuln,.1.4 rilercd +
w Fi# 550 0(X ) [0.1 w irial
Inlti,Ldii,ititticnmchme
mIft111.,11,,lid K.I.
midedcfl[C [CHillf )Ili
th.1 1.1 de.,Ictichm k the ni.chir.
witholit.1 111.1 1d

1111)76 Jn etinutcd In.- mil ion
pudliC[lubilm aim>%,crc
lited. Mid, in.1 recenteight-jwr
renind, tlic: aw r.lge ajia Id rt,w,
*567,,1 tn-In $12,(JOO ro SM()001
-111.it.11<}trin money.

91 ir h Li:i- M.int. h.iw .icm."11,
um-d planb to dok-.intl m.inj
pe,)plc tt) 11 r,c thet I it Ih>
A nd the rn,Ne/7 1 ci,uld Ar /
milch Mgir.

Mia:clum=>.ind higher
.m.11'd. nlean, (1* ¢<)11'k" higlk'r
inblir,ilice premilini.

111.LiIr111CC.RLY ] L1111 1
Yie.n,, Ity.rul, 111,110k li .Ur. ki
Climrunic, C,)1|Ltt pR-"mium.

Inwn man, ir..A.,id :,iry.'nx,-c
/1,).e ul ‘t,h./w 1,)-—/

llic flrit:L- Ot InhU[:1!ki Intl
Irikct [he uUNMAP,-ingkk
thitic-ke,and thi-eq,enhe-(,i ,
JUndling tlkin

Nt, une liki-, higherprice,

But 1,2 re u'llit* i f xt w<,dit

CRUM&FORSTER
INSURANCE COMPANIES

THE POUCYV MAKERS.

Advertisement by Crum & Forster-hat prompted the Kansas insurance

department investigation.

At the conclusion of the inves
tigation, state insurance commis-
sioner Fletcher Bell said st:te-
ments made in the ad, such as :he
lawn mower story and the millions
claims estimate, were either €r-
roneous or could not be substan-
tiated.

In its-cease and desist order, rhe
Kansas insurance department or-
dered Crum & Forster to refrain
from "promulgating and dis- 1
seminating of placing before the

Maior tort reform bill

approved by Pa. senate

HARRISBURG-The Pennsyl-
vania state senate last month ap-
proved a comprehensive product
liability reform bill despite intense
laborand trial attorney opposition.

At the same time Florida Gov.
Reubin Askew signed a bill (H.B.
1190) that requires product liability
suits to be filed within 12 years of
the time the completed product
was delivered to its original pur-
chaser. The law goes into effect
Oct. 1.

The Pennsylvania measure (S.B.
585) also contains a 12-year limita-
tion on product liability lawsuits,
but makes two exceptions. The
12-year statute would not apply for
products whose useful life is
longer than 12 years and the statute
would not apply to products where
the defect is latent, as may be the
case with pharmaceuticals.

The bill gives manufacturers an
affirmative defense if a product
was substantially altered or mod-
ified. Compliance with industry or
government safety standards
would be a rebuttable presump-
tion.

Wholesalers and retailers could
not be sued under the strict liabil-
ity doctrine unless they also man-
ufactured the product. In addition,
evidence of post-accident product
improvements would be prohib-
ited during a trial.

Evidence of public collate.al
source payments, such as workers
compensation and Soc'al Secur.ty
benefits, would be perm tted dar
ing a trial. Separate trials would oe
required to determine first fau t
and then theamount of damages f
a defendant were to be found
gu ilty

The proposal now goes to the
House where a major legislative
battle is expected, said James
Buente, insurance committee €x-
ecutive of the Pennsylvania
Chamber of Commerce in

Harrisburg - -

J&H to provide

aid to Bermudians

NEW YORK-Johnson & H:g-
gins will provide two $50,000
scholarships to allow Bermudians-
to study insurance at The College
of Insurance here. The aid will.
cover tuition, room and board,
books and the cost o f travel for up
to five years. Periodic employment
at Johnson & Higgins is also in-
cluded.

The scholarship recipients are
expected to return to Bermuda
al'ter completion of their studies.
There has been some concern in
Bermuda over the lack of insir-
ance positions for natives of the

= 1= v an<A _ - -

public advertisements containing
untrue or deceptive statements in
any manner subs:antially similar
to the allegations made by the

commissioner.”

"We have said that an insurerhas
the right to advertise i -s opinions,
ideologically or pioduct-wise, but
only when it uses factual and cor
rect information," sa.d M-chael
Mullen, an attorney w'th the Kan

BTL

tom[0, 1313

sas Insurance Department.

Crum & Forster agreed to the
cease and desist order "so as not
to become involved in protracted
legal proceedings," said general
counsel Albert Moore. The com-
pany had no plans to re-publish the
ad even before the cease and desist
agreement was announced.

But Topeka trial attorney Gene
E. Schroer said, "Crum & Forster
would not have agreed to cease and
desist if they hadn't realized that
they were wrong."

Legal groups also filed com-
plaints about Crum & Forster and
Aetna product liability ads with
other state insurance departments
although no action has been taken
on those complaints. In Connec-
ticut, four accident victims are
suing Crum & Forster, Aetna, St.
Paul and Travelers over their ads in
U.S. district court.

Meanwhile, the Consumer Re-
ports article sharply criticizes
proposals for a statute of limita-
tions for product liability actions
based on the time when a. product
entered commerce.

Instead of placing an arbitrary
time limit on the right of consum-
ers to sue, juries should be allowed
to take the age of the product into
consideration in deciding the case,
the magazine urges.

In addition, a state of the art de-

fense lets manufacturers off the
hook even if an entire industry's
safety standards were terrible,
Consumer Reports argues.

"It makes no sense to allow a
manufacturer to avoid responsibil-
ity by saying in effect, 'The other
guys were just as bad,’' " the
magazine said. A state of the art
defense gives manufacturers of
dangerous products an incentive
to delay safety improvements.

Consumer Reports explains its
opposition to a product liability de-
fense based on product alteration

or misuse by discussing the
California case where an
18-year-old youth was originally
awarded $125 million for injuries
suffered in a crash involving a 1972
Ford. The jury found that the gas
tank in the Pinto was defectively
designed and would explode even
on light impact.

Under a misuse or alteration de-
fense, Ford might be able to avoid
paying damages if it could prove
the bumper had been removed or if
the accident had occurred at night
and the car's lights were off.

A comparative fault statute
would be much fairer to consum-
ers than an alteration or misuse
defense, the magazine concludes.
"Awards should be reduced to the
extent that a plaintiff or other par-
ties' negligence contributed to the

Er m e 5 > _ -
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editorial opinions

Court's restrai nt

IT AVING CHIDED THE judiciary branch ofour gov-
1 1 ernment for the plethora of court-made law which

has plagued business in recent years, we are pleased to
see that the Supreme Court recognized recently the dis-
tinction between its role and that of our legislative
bodies.

In a ruling involving the 1920 Death on the High Seas
Act, the U.S. High Court respected the letter of the law
as Congress passed it, declining to extend the law even
though the extension might have been reasonable.

The law provides that survivors of persons killed in
marine accidents more than three miles offthe shoreline
can recover damages only for actual pecuniary losses.
But survivors of those suffering wrongful death within
the three-mile limit can collect for certain kinds of pain
and suffering as well.

Reversing a lower court ruling, the high court said that
the statutory provisions should remain as they are, de-
spite the lack of uniformity. Congress did not see fit, nor
has it seen fit since 1920, to provide for extended dam-
ages in wrongful death cases beyond the three-mile
limit, so the court said it should not tamper with
Congress's choice.

This is refreshing evidence that the Supreme Court,
too, sees a need to abide by the law, even when the law
establishes an arbitrary rule of liability.

Incentives for arson

A RSON, ALARMINGLY, is not about to burn itself
/-1 out. Numerous studies have been undertaken at the

city, state and federallevels to illuminate what is becom-
ing a flaming problem in this country.

The results are proving to be far from reassuring. An
Illinois probe characterized arson as an elusive crime,
difficult to investigate, difficult to prosecute and almost
impossible to convict.

Thus, the statistics gathered show arson to be one of
the safest crimes to commit. The incentives to burn
buildings-out of vengeance or for profit-stack up this
way: Nationally, only about 10% of arson cases result in
arrests, with a conviction rate of less than 1%. In
Chicago, for the first eight months of 1977 there were 500
arson investigations, 290 arrests and "very few" convic-
tions.

The lllinois commission investigating arson problems
in the state and the city of Chicago accused the insur-
ance industry of not being careful enough in their pre-
underwriting investigations of policy applicants and
their property. Insurers should also be more aggressive,
the commission suggested, in prosecuting civil cases
involving questionable fire incidents rather than
routinely paying damage claims.

A federal report found the same lack of attention by
underwriters for the FAIR plans in the process of inves-
tigating policy applicants and property values when is-
suing FAIR plan policies. This lack of scrutiny results in

business insurance
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routine overinsurance of poor properties and an incen-
tive to burn for profit, said the General Accounting Of-
fice. Almost anyone can get FAIR plan insurance, re-
gardless of character. financial background or involve-
ment in fires, the GAO worried.

Respondez vous

TATHEN YOU HAVE an opinion about something you

¥ ¥ read-when you agree or disagree, have further in-
formation that would help put the issue into a better
context or when you know the story needs
correcting-do you have the courage and the motivation
to speak up?

If not, you've no right to bellyache about "the press"
among yourselves. Ifyou do, you deserve applause and a
lively forum for the publication o f your missive. We've
created two such sections in Business Insurance, hoping
to draw out more of your opinions about stories we've
written, editorial views we've voiced and topical issues
of the day in your business.

You've paid us the compliment of sending more let-
ters, enough so we now carry numerous pieces of cor-
respondence extolling our virtues or disapproving of
our content. The lengthier missives frequently appear
under the "Speaking Out" heading on our Perspective
pages, while most letters are grouped together in their
own section beginning on this page.

It's recently come to our attention, though, that some
readers believe it's counterproductive to respond to
material in BI, for fear of spurring more stories about a
subject some ofyou may think odious. To set the record
straight, here's what letters aceomplish for us on the
staff of Bl, in additién to enabling you to share ideas
with your fellow managers:

. Letters help the editor to better direct the efforts of
the publ.cation's staff.

. Letters raise new questions that should be asked
and answered in future stories.

. Letters put a subject into a context of the practical
experience of those on the firing line-the risk managers
and benefit managers who know first-hand how things
work.

Have you ever noticed that one of the sections you
read first in this newsmagazine is the Letters to the
Editor column? Thus, we are sure you can see why we
disagree with those who contend that it's better to say
nothing than to shed further light on a subject better left
under the barrel.

It's not our job to leave a lot of subjects under the
barrel. And when we write about risk management, in-
surance and employe benefits, we would like you to feel
free to respond to what's been said, in the interest of
truth and learning.

In those instances when your opinion is your own, but
shouldn't be linked with the name of your company,
send us yourletter withoutyourcompany's name, orask
us to run the letter over your name but not to disclose
your affiliation.

We understand, too, that there might be infrequent
situations when you.don't want your name disclosed at
all. If that's the case, ask us to withhold your identity.

But keep the cards and letters coming...

letters

Business Insurance welcomes
lettersfrom its readers. Please keep
your comments as briefas possible
and we reserve the right to edit or
shorten letters for clarity or space.
Please send your comments to Let-
ten to the Editor, Business Insur-
ance Magazine, 740 N. Rush St.,
Chicago, Ill. 60611.

Tell the truth !

To the editor: Re: Peter
Downes's article in the June 12
issue of your fine magazine.

This article, in my humble opin-
ion, does a great disservice to the
"profession" of risk management
as well as the research efforts of
institutions of higher education.

As you well know, a great deal of
research is conducted by the use of
questionnaires. This is done not
only by graduate students and fa-
culty of colleges and universities
throughout the country, but also
by government and trade associa-
tions such as RIMS. | know that
many questionnaires are never
answered; however, it is the hope
ofthe researcher that those who do
take the time and effort to answer
them do so honestly. Perhaps a
questionnaire should go out to risk
managers asking them if they an-
swer questionnaires as honestly as
they can.

If what Mr. Downes has said is
true (and | hate to think it is), then
much of the information about
positions and industry available
today is worthless, including some
of the questionnaires used by your
excellent publication. Somehow |
would like to know if his ideas are
shared by other risk managers, but
I would hesitate to send out a ques-
tionnaire to find out.

Nestor R. Roos
Professor of Insurance, University
of Arizona, Tucson.

Downes assailed

To the editor: | have been read-
ing your newsmagazine for quite
some time and find it to be infor-
mative and helpful. However, | am
thoroughly disappointed that you
would print an article such as the
one written by Peter Downes (June
12).

I welcome criticism that is jus-
tified and well-founded; however,
the "logic" employed to criticize
my research and the implications
flowing from this "logic" are er-
roneocus. Mr. Downes doesn't
"wish to paint everybody as black"
as he is nor assert "that all risk
managers are liars," but in effect
that is what he has done.

Mr. Downes needs to read a good
elementary book on logic and
Business Insurance should take a
closer look at the content o f articles
to be published.
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As American multinational corporations are doing more

and more business around the world, thefre learning that one
of the important keys to a

smooth operation overseas is the

iInsurance organization they
choose here at home.

Thats why its so criti-
1 cally important to choose AlU
Because AlU is America's largest
X insurance organization operating
) overseas. And it's growing faster
than any other.
AlU is the only under-
writing facility that can offer a
network of offices in over 130
countrie nd jurisdictions around the world.

Making up an efficient, unified and controlled chain of
top service facilities.To manage insurance programs wherever
American multinationals are doing business.

And AlU has unique flexibility and capacity.To establish
one master policy from one insurer, with variations for indi-
vidual countries. To develop complex proglams that provide
for premiums, and claims, to be paid in local currencies.

Because AlU and your broker want to be sure American
companies are fully covered when theygo out into the world.

For detailed information, send the coupon or callyour
insurance broker today.

We welcome inquiries from any licensed agent or broker.

You dont have to be a regular producer to place business
with an AlG company

_____ -

410%:

: AMERICAN INTERNATIONAL UNDERWRITERS

* Department A. 102 Maiden Lane, NewYorkCity NewYork 10005 .
Please send me more information about your organization and services. ¢

- NNarmie/ T i de/FFPhormnmnas

Company/Address .

_ City/State/Zip B ANMember O1 O
t. .BSIN-7-211 Armerican Intermatiomal Group



We are pleased to announce that,
effective July 1,

GEORGE KLAVANS & COMPANY INC.

GENERAL INSURANCE BROKERS

has become a division of

LEONARD NEWMAN AGENCY,_INC.,

and has relocated its offices to
199 Main Street, White Plains, N.Y. 10601

Leonard Newman Agency, Inc

INSURANCE BROKERS
199 Main Street
White Plains, N.Y. 10601
(914) 428-2100

2) 585-6300

575 Madison Avenue
New York, N.Y. 10022
(212) 752-2660

‘...while an insurance policy
is a legal contract that ex-
presses our minimum re-
sponsibility, there are many
occasions when equity de-
mands that we recognize a
moral obligation beyond the
strictly legal terms—and this
is always a consideration in
oursettlements?”

HENDON CHUBB
(1874-1960)

Our insurance policy.

cHuUuBB

Group of Insurance Companies
100 William Street, New York, N.Y. 10038
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We look,

but do we see!

' You're looking at an aerial photo of
boomed logs in a Washington State
mill pond. If it wasn'’t cropped so
tightly, the peripheral landmarks
might eliminate any questions.

When you’re looking at insurance
companies you owe it to yourself to
get the entire picture there, too.

At first glance, Allendale Insurance
may appear to offer basically the same
services you can get elsewhere. But
on the broader scope, there’s more.

Besides our loss prevention expertise
i fire insurance, we have the facilities
to write Multi-Peril, Difference-in-
Conditions, Boiler and Machinery
and other common and uncommon
property COverages.

Since 1974, even our basic policy has
included Collapse without additional
charge. A valuable benefit consider-
ing the snow-load losses of recent
winters.

This flexibility is perhaps the reason.
why our client roster of the world’s
leading companies is larger than any
other mutual property insurer.

Take a closer look at Allendale
Insurance. It could give youa whole
new perspective.

fotin

— gt
1o

Allendale Insurance

Allendale Park. Johnston. Rhode Istand 02919
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around the states

S.C. firms fight 45% work comp hike

COLUMBIA-South Carolina
employers and the state insurance
commissioner are appealing a state
judge's order increasing workers
compensation premiums by 45%.
The increase, which is retroac-
tive to Oct. 1,1977, overturns a de-
cision by insurance commissioner
John W. Lindsay that reduced a
rate increase request to 29% from
45%. The increase will cost em-
ployers in the state $25 million,
they are presently paying $55 mil-
lion a year in workers compensa-
tion premiums.
Thejudgesaidthecommissioner
abused his discretion in reducing
the rate hike requested by the Na-
tional Council on Compensation
Insurance since the council had
adequately justified its request.
Roughly 13% of the rate increase
is due to increased benefits man-

dated by the state legislature.

Kansas rates cut

TOPEKA-Kansas employers
will be receiving a 8.4% decrease in
their workers compensation pre-
miums under an order issued by
insurance commissioner Fletcher
Bell. The move is expected to save
employers in the state $8 million.

Commissioner Bell previously
rejected a proposed 6.8% decrease
by the National Council on Com-
pensation Insurance as inadequate
since it failed to takeinto consider-
ation the favorable loss experience
of Kansas employers.

Missouri immunity

JEFFERSON CITY-Missouri
Gov. Joseph Teasdale has signed
legislation restoring to govern-
ments some immunity from negli-
gence suits.

"l do not feel our state or local
governments have enough money
to pay the judgments that could re-
sult from potential law suits,"” Gov.
Teasdale said.

Legislative action restoring
some type of protection from dam-
age suits to governmental units
was prompted by a September
1977 decision o f the state supreme
court invalidating the long-
standing doctrine of absolute sov-
ereign immunity.

Under the new law, effective
Aug. 13, governments cannot be
sued for damages except in cases
where injuries occur in an accident
caused by a public vehicle used in
public business or by a dangerous
condition on government prop-
erty. The bill limits the amount of
any damage claim to $100,000 per
person and $800,000 per incident
and allows governments to pool
their resources to provide common

liability insurance protection.

Rate hike nixed

CHICAGO-The lllinois insur-
ance department will hold a public
hearing on a request for a 25% in-
crease in workers compensation
insurance rates in the state. The
move follows the department's re-
jection of the rate hike for insuffi-
cient information and failure to
consider recent, favorable loss in-
formation.

Spencer Kimball, a Chicago law
professor who earlier overruled a
portion of a requested work comp
rate hike, will conduct the hearing.
lHlinois, which significantly lib-
eralized benefits in recent years,
has seen work comp premium in-

creases of over 85%.

Comparative awards

TOPEKA-The Kansas SuU-

preme-Court. holdingthat"thereis

nothing inherently fair about a de-
fendant who is 10% at fault paying
100% of the loss," ruled that liabil-
ity suit defendants are responsible
only for damage attributed to their
own negligence.

The decision is viewed as a major
interpretation of the state's four-
year-old comparative negligence
law, which is associated mainly
with damages from automobile ac-

cidents. Under that law, the court
is asked to fix a percentage of fault
to those involved in the contro-

versy.

Pa. hike urged

HARRISBURG-The Pennsyl-
vania Workmen's Compensation

Rating Bureau is requesting a
35.3% rate increase in workers

compensation premiums to gener-
ate $247.7 million in additional
premiums. The request would be
effective Sept. 1 if approved.

Deaths reduced

COLUMBUS-INndustrial deaths
in Ohio were cut 42% and days lost

as the result of injuries and acci-
dents were cut one-third from 1973

through 1977 because of state and
federaljob safety enforcement pro-
grams, the Ohio Department of In-
dustrial Relations says.

Helen W. Evans, department di-
rector, said 256 job-related deaths
were recorded in Ohio last year
compared to 440 in 1973. Last year,
4.19 million man days were lost
compared to 6.33 miillion in 1973,
according to workers compensa-
tion statistics. In Ohio, 85 federal
Occupational Safety and Health
Administration (OSHA) inspectors
and specialists are enforcing regu-

lations.

AN additional 17 state consul-
tants help employers and workers
understand and comply with fed-
eral regulations, she said. .

Introducing the
«00/LIS« 3600 f
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Clearly written in everyday English.
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Clearly broadened all-around coverage.

%>

That's the revolutionary approach USAIG
has taken with our all-new, ALL-CLEAR
360° aircraft insurance policy. It spells
out-in plain English-exactly what
coverage you have and gives you more
coverage than ever before.

Here is an actual example, taken intact
from our printed ooticy:

Your Aircraft Physical Damage Coverage
"If you have this :overage, we'll cover
you against risk of physical loss or
damage to your aircraft both while it's on
the ground and while it's in flight. A fixed
wing aircraft is in flight from the time it

moves forward far takeoff and until it

completes its landing run. A rotorcraft is

4%/.&ARS '4

in flight while its rotors are in motion as
a result of engine power or autorotation.”

What we'll pay

"if your aircraft is a total loss we'll pay
you the amount shown on the Coverage
Summary page for your Aircraft Physical
Damage Limit, less any deductible

that applies.”

Your Liability Coverage

"Combined coverage for bodily injury
and property damage. If you have this
coverage we'll pay claims for bodily
injury, mental anguish and damage to
someone else's property resulting from

the ownership, maintenance or use
of the aircraft.”

5.4
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N.Y. firm turns to consolidated benefits for savings

By ELLIS SIMON

HUNTINGTON, N.Y.-When
Mark Sysler joined Instrument
Systems Corp. as its director of in-
surance and employe benefits two
vears ago, about half of the
company's 35-odd subsidiaries had
separate employe benefit pro-
grams. As of July 1 the company's
2,200
hundred union employes are
under a master program that com-
bines self-insurance and a group
policy.

As Instrument Systems grew

non-union and several

from a small electronics concern
into a $150 million-plus conglom-
erate, it allowed subsidiaries to
maintain autonomy in employe
benefits and several other areas,
Mr. Sysler said.

Two years of heavy losses dem-
onstrated the need for a belt-
tightening and Mr. Sysler recog-
nized that the parent firm could
save on administrative costs by
consolidating its benefit programs.
Total first-year savings on the new
program could range from $200,000
to $500,000, he added.

*USAIG
Alircraft Policy

-Mm&*? .

4,34+Alil &'

5 ' See, you understand every word. Every
i .2 sentence comes across clearly and
5% simply with no hidden meanings or

1 confusing language.

But we didn't stop with language alone.
'- We also added more coverage to give

youmo***!1%your insurance dollar.

A brochure describing our ALL-CLEAR
policy in more detail is free for the
asking. Simply complete a Reader
Service Card and mail it to: USAIG,

," <Advertising Dept., 110 William Street,
'. New York, New York 10038.

USHUG

UnITED STmES litilCH,IFT InSUR,InCE GROUP

Gaining acceptance and de-
veloping the unified program took
much of Mr. Sysler's time over the
past 12 months. Not only did Mr.
Syster have to convince top man-
agement, but also many of the
former owners of subsidary firms
who were retained to run those
units.

In sonne instances, the new pro-
gram will mean reduced benefits
for some subsidiaries, Mr. Sysler
said, a difficult communication
problem. However, he added that

in most cases the old program was
less attractive for medical benefits.

NEW YORK -ATLANTA - BOSTON -CHICAGO -DALLAS -DENVER
HOUSTON - LOS ANGELES - SAN FRANCISCO - TOLEDO - WICHITA

The new program, which uses
self-insurance for medical and
dental benefits and the Prudential
Insurance Co. for group life and
long-term disability, was selected
over a new fully-insured program
or expanding an old program with

, The Equitable to cover all em-
ployes, Mr. Sysler said.

"We wanted to maximize the use
of our money and to get cash fldw
advantages and self-insurance was
the most attractive,”" he said.

The medical plan pays 100% of
the first 21 days hospital room and

board with a $100 deductible on
services beyond that and 80%
payment on the-first $3,000 of ex-
penses beyond that. The company
pays. 100% of medical costs above
the $3,000 based on "reasonable,
customary and usual” charges.

Some provided
Blue Cross/Blue Shield paid in full,
others used a surgery schedule
based on Blue Cross and still
others provided 80% of the first
$2,000, Mr. Sysler explained.

INn addition, the former corn-

subsidiaries

bined deductible for medical and
dental coverage has been replaced
by separate deductibles. Rather
than pay a percentage of dental
fees, the new program provides
benefits on a fixed fee schedule.

James Employe Benefit Consul-
tants Inc., a division of Instrument
Systems' broker Fred S. James &
Co., processes claims at their
Mansfield, Ohio, facility. One full
time person has been assigned by
James to handle the Instrument
Systems account, noted Mr. Sysler.
"If nothing else, we'll at least get
consistency."

With Equitable, various people
handled

Instrument Systems'’

claims and what was accepted fci
payment by one claims examiner
was occasionally rejected by
another, he explained.

The James claims system also
promises to turn around claims in
as little as 72 hours, Mr. Sysler said,
an improvement from Equitable
which took as much as 30 days to
get a claim settled.

Stop-loss coverage for Instru-
ment Systems was placed with
Prudential. The policy covers all
expenses should paid claims ex-
ceed 115% of projections.

Prudential is also insurer for In-
strument Systems’ life and long-
term disability policies. The new
group life program provides
three-fourths of annual salary as a

benefit plus an additional three-
fourths for accidental death and

dismemberment.

This is a reduction from the old
policy, which provided between
one and 1.5 times salary as the
death benefit. However, a survivor
income benefit has been added,
Mr. Sysler noted.

This provision provides an
employe's surviving spouse with
20%O0fhisorherannualsalaryuntil
the spouse reaches age 62, remar-
ries or dies. An additional 10% of
salary is provided for surviving
children until they reach age 19 or
graduate from college.

Thus, an employe making
$20,000 who dies at age 351eaving a
30-year old wife and a 10-year old
child would be providing for them
$128,000 over a 32-year period plus
an additional $18,000 over nine
years. "It's a form of estate plan-
ning on a group basis," Mr. Sysler
said. "Up until age 60, it's a better
payment than lump sum and sur-
vivors get Social Security pay-
ments on top of that."

The long-term disability pro-
gram provides 60% of monthly sal-
ary with a minimum monthly
payment of $100 dnd a maximum
of $3,000. For employes making
less than $15,000 per year, the
payments are offset by Social Se-
curity, Mr. Sysler said. In addition,
a waiting period of six months is in
effect before benefits begin.

Cost to employes for the disabil-
ity plan ranges from $3.38 to $13.50
per month. The medical, dental
and life benefits are
contributory, although employes
can purchase supplemental life
coverage for one or two times sal-
ary.

To "sell" the program internally,
Mr. Sysler began by educating the
president and officers and 22 sub-
sidiary companies about what
benefits are provided and how they

F— S o —1 A rco>~ricd e _ -
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HERBERT L. JAMISON & CO.

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

ASSOCIATION GROUP INSURANCE PLANS

Design - Marketing - Administration

Professional Associations

Trade Associations

* Multiple Employer Trusts
Third Party Claim Facilities

CREED

To make an effective insurance market for professionals, businessmen and
financial institutions for their errors and omissions, professional liabilities

and other business liabilities;

Doctors OK most ideas

of cost control panel

ST. LOUIS - The American
Medical Assn. at its annual meet-
ing here accepted most of the re-
port on the rising cost of health
care and suggested remedies corn-
piled by the National Commission
on the Cost of Medical Care.

The commission's work was
sponsored by the AMA, but the re-
port was compiled independent of
the doctors' association and its
policies.

The AMA house of delegates ac-
tually approved only about half
of the commission's recommenda-
tions for controlling health care
costs while referring the other hal f
to its board of trustees for further
study. A few recommendations
were approved in principle but

To provide the very best professional service to our insureds, their insurance
brokers, and the insurance companies and the reinsirers which we represent;

To s, rve all insureds with the highest degree of integrity, honor and

co identiality;

To promote an atmosphere which permits our employees to attain the highest

degree of fulfillment in their position consistent with their skills, talents,

abilities and desires;

To educate our employees so that they can maximize their natural talents to serve;

To reward the confidence entrusted in us by our insureds and their insurance

brokers by providing a permanent, reasonable and flexible insurance market

for their special needs by giving them the broadest insurance protection;

To balance the interests of our insureds, their insurance brokers, the insurance

companies and reinsurers which we represent by delivering the most favorable
terms to the insureds and at the same time producing an underwriting profit

for our insurance companies and our reinsurers which is so essential to
maintaining an effective market.

To help those we serve find peace, that nothing may disturb them, with the
knowledge that peace must originate from within, and that lasting peace can only

be achieved through the triumph of principles.

3 omatilik fEl Armilimmiliimilimileleall 1 e9#€.

460 SOUTH NORTHWEST HIGHWAY -

312/696-3366 O TELEX 206032

PARK RIDGE, ILLINOIS 60068

were still sent to the board.

Only one commission recom-
mendation was, in effect, rejected.
The commission had proposed
that physicians and third-party
payers agree to the reasonableness
of levels of reimbursement. In re-
sponse, the AMA reaffirmed its
opposition to uniform fee sched-
ules. The delegates also referred to
the board a recommendation that
doctors divulge price and patient
scheduling information for publi-
cation in regional directories.

At the same meeting, new AMA
president Tom E. Nesbitt urged all
physicians to cut the rate of their
professional fee increases by 1%
each year over the next two years.

Commission recommendations
aimed at cutting health care costs
that addressed physicians' profes-
sional practices were referred to
the board. They included measures
for "assessment and assurance of
the quality” of medical care and a
suggestion that third-party payers
should be encouraged to experi-
ment with ways for reducing pay-
ments for "inappropriate care.”
Also referred for more study was a
recommendation discussing in-
centives for physicians to provide
"appropriate" care and another
that addressed "appropriate and
inappropriate settings" for deliver-
ing medical care.

The commission's endorsement
of the concept of planning for the
distribution of health care facilities
and its proposal that certificate-
of-need legislation be extended to
physicians offices if it proves effec-
tive for hospitals were both refer-
red to the board for further study.
The delegates also reaffirmed the
AMA policy that the association is
prepared to join with a state medi-
cal society that "commences ap-
propriate legal action challenginga
state certificate-of-need law that
includes physicians offices."

A recommendation on the func-
tions of a professional standards
review organization (PSRO) was
referred to the board as well as
recommendations discussing the
supply and training of new physi-
cians. Suggestions on handling the
medical malpractice claims prob-
lern were referred to the board too.

Approved in principle, but still
sent on for further study, was a
suggestion that health mainte-
nance organizations have a right to
fair market competition with other
provider and insurance systems.
That alternative health care plan
financing systems be investigated
and that hospitals be afforded in-
centives for limiting bed capacity
were approved by the delegates
but still sent to the board.

Approved outright by the AMA
delegates were recommendations
that consumers share in the cost of
their medical care, that employers
offer employes a choice among
types of health care plans and con-
tribute equally to their cost.

The AMA agreed with the com-
mission that instead of not taxing
employer-paid health insurance
premiums and allowing a deduc-
tion for consumer-paid premiums,
the government should institute a
fixed tax credit or deduction.

The physicians also approved
the commission’'s recommenda-
tion that capital expenditure
limits, such as those proposed in
the Hospital Cost Containment Act
of 1977, should not be enacted.

The need to evaluate second-
opinion surgery programs, to de-
velop health and patient education
and to encourage
Americans to adopt healthful life-
styles were all endorsed by the
delegates.

programs



- M.C. Escher, Puddle. Authorzed Repreduction.

'l.lt sees the relevant detail of the past reflecting the
opportunities of the day. .
It brings close-at-hand fact into bold focus to provide a
lear.picture of natural and ‘man-made nisk.
Active Reinsurance. Share its perception to build the
" underwnting strength of your company. ‘
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Active Reinsurance

©1978. General Reinsurance Corporation.
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From McGraw-Hill

We are pleased to announce that,

offective July 1, Computer prog ram keeps
GEORGE KLAVANS & COMPANY INC. property values current

GENERAL INSURANCE BROKERS

has become a division of NEW YORK-To help the insur-

ance industry reduce the cost and
simplify the process of maintain-

LEONARD NEWMAN AGENCY, INC,, ing books of insurance at current

replacement values; McGraw-

and has relocated its offices to Hill's Building Cost Services Unit

199 Main.Street, White Plains, N.Y. 10601 has begun marketing an in-
surance-to-Value program.

Leonard Newman Agency, Inc. ! The-program has been tested by

[ I | The Travelers Insurance Co. and

I I I INSURANCE BROKERS The Hartford Insurance Go. for

199 Main Street 575 Madison Avenue three years Hartford used:- it for

White Plains, N.Y. 10601 New York, N.Y. 10022 commercial accounts while Trav-

elers tested it for residential poli-
cies, said Janet Wikler of McGraw-
Hill.

Ms. Wikler said the com-

(914)428-2100 (212) 752-2660
(212) 585-6300

puterized program has been used

Dependability in

risk management services.

1©LUNS BURPICK
HUNTER

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza.

Chicago, lllinois 60606

on thousands of policies by these
two companies who' have signed
on as customers. Several other in-
surance companies are testing the
product, she said.

While the program is marketed
for insurance companies, Ms.
Wilder said the service would also
be available to corporations with
self-insurance programs or captive
insurance companies.

"We haven't gone out looking for
this business but we would make a
good deal with captives and

self-insurance programs," she
added.

An accurate cost estimate was
not available since the cost varies
widely depending on the book of
insurance, the variety of locations
and whether the accounts are resi-
dential or commercial.

But Ms. Wikler said the service is
"much less expensive than having
an appraiser do the job."

For the insurer, the service ulti-
mately can help reduce problems
stemming from under-insured
buildings such as underwriting
losses and inadequate premium
income, according to the Building
Cost Services Unit.

Replacementcostanalysescome
from a computerizeddata base that
contains the actual construction
costsofthousandsofrecently built
structures. The information re-
flects varying costs of material and
labor and includes computer gen-
erated cost adjustment indexes to
update replacement costs in dif-
ferent regions.

This scientific basis for updating
coverage is believed to be the
largest bank of actual construction
costs of buildings, said Hugh R. T.
Sharp, general manager of
MeGraw-Hill's Building Cost Ser-
vices.

Tb assure that the program is
used properly, Mr. Sharp. said
building descriptions fed into the
computer are reviewed by a con-
struction cost expert before being
inserted into the computer.

The computer also scrutinizes

the input data to determine
whether the information is consis-

tent with information it hasabout a
certain type of building. In addi-
tion, the computer print-out is ex-
amined by a construction cost
specialist.

The insurance-to-value service
has becomea sales aid for sub-
scriber insurance companies be-
cause the insured is saved the time
and expense of having his own ap-
praisal completed, according to the
sSaervices=s wauanmniits _ -

Richmond broker

buys service units

RICHMOND, Va.-Acquisition
of Hewitt, Coleman & Associates
Inc. of Greenville, S.C., by Insur-
ance Management Corp. of Richb.
mond, Va., has been announced by
the two firms. The two companies
reached an agreement in principle
in Maréh.

Hewitt, Coleman is primarily a
self-insurance administration firm
and places excess liability cover-
age and bonding for self-insured
clients. The firm maintains branch
offices in Jackson, Miss., and Or-
lando, Fla.

Insurance Management Corp. is
a full service brokerage firm with
offices in Virginia, Florida, North
Carolina, Georgia, Ohio, Pennsyl-
vania, Alabama and Connecticut.

Insurance Management ranked
17th in gross reyenues in Business
Insurance's 1977 Agent/Broker
e r s fFFile = _ -



By RICHARD MARINI

NEVW YORK-Despite numer-
ous setbacks suffered by both state
and federal no-fault laws recently,
proponents of the measures say
that they are not yet ready to throw
in the towel.

On the contrary, they claim a
number of just as important-if
less publicized-victories as states
such as New York and Florida
work to toughen already existing
no-fault laws.

"On the whole, we've found no-
fault to be a better system for the
reparation of accident victims than
' said
John Reierson. principal examiner

the previous tort system,”

of no-fault claims for the New York
insurance departinent.

Because of this success, New
York is one of several states that
has opted to amend rather than re-
peal original no-fault laws after
loopholes and deficiencies were
discovered and exploited.

As amended last year, the New
York law now carries a verbal
threshold-the point after which
tort liability can be established
-instead of its original monetary
threshold of $500.

"We found that it was no serious
challenge f'or anyone really want-
ing to sue to meet the $500
threshold,” explained Mi-. Reier-
son.

New York's verbal threshold
now establishes legal recourse
only for those victims who have
suffered death, substantial disabil-
ity or other serious injury.

The same amendment also insti-
tuted a set schedule of rates that
can be charged by doctors of acci-
dent victims. This measure was de-
signed to stop doctors who charge

excessive rates of accident victims

knowing they will be reimbursed.

Another victory came in Florida
last month as Gov. Reubin Askew
signed into law a no-fault bill that
has been termed the toughest in
the country. In addition to raising
the minimum personal injury pro-
tection coverage that must be car-
ried by a driver to $10,000 from
$5,000, the new law tightens and
more clearly defines the require-
ments necessary fora victim tosue.
No longer is "pain and suffering”
sufficient grounds for establishing
tort liability. Now a victim must
suffer permanent injury, disfig-
urement or death in order to sue.

But all is not peaches and cream
for no-fault supporters. Critics of
no-fault see the slowing of accep-
tance of no-fault by states as a re-
liable barometer measuring the
public's changing attitudes toward
the idea.

Massachusetts was the first state
to enact a true no-fault law which
became effective Jan. 1, 1971. Im-
mediately afterward, a number of
other states began to develop their
own plans, many modeled after the
Massachusetts law, others de-
veloping original bills. Steven H.
Lesnik, vp of the Kemper Insur-
ance Cos., estimates that, by the
end of 1973, fully one-half of the
motorists in America were covered

by some form of no-fault auto-
mobile insurance.

But the flood of' acceptance soon
slowed to a trickle and then
stopped completely as opponents
banded together to fight further
no-fault legislation. Their efforts
have been remarkably successful.
The last no-fault bill was passed in
North Dakota effective Jan. 1,
1976.

On the federal level, the no-fault
movement has also stalled. Two
slightly different bills are now at
varic)us stages of debate in the two
houses of Congress.

According to experts, it appears
unlikely that Congress will pass

no-fault supporters honk success

recent speech bdfore a conference
of insurance executives in Wash-
ington, House speaker Thomas
"Tip" O'Neill blamed the backlog
of other legislation for delaying
Congress from acting on the mea-

Butthe mostrecent, andperhaps
the most telling, blow to no-fault
came when the Michigan supreme
court ruled portions of that state's
law unconstitutional.

In a 4-3 decision handed down in
June, the Michigan court declared
that the Michigan rating system
does not protect the consumer

With the controversy over no-fault
insurance systems continuing to
swirl, Business /nsurance assigned
reporter Richard Marini to explore
the status on effectiveness of no-
fault auto insurance laws. A chart
summarizing the various no-fault

auto insurance laws now in effect

appears on page 32.

from "excessive, inadequate or un-
fairly discriminatory” rates. The
court also ruled that the existing
law does not provide adequate

mechanisms for an individual to

challenge " . insurance refusal,
discriminatory cancellation or as-
signment to the'automobile place-
ment facility' with its presump-
tively higher rates."

Because the Michigan law is so
similar to the federal law being
considered, the Assn. of Trial
Lawyers of America, (ATLA),
termed the Michigan decision the
"death knell” for national no-fault.

Harry M. Philo, Detroit attorney
and chief counsel for the plaintiffs
in the case, explained, "The deci-

In a class by itsel

GRAINn DEALERS mUTUAL

insurance company

sion hits the federal proposal in the
head. | don't think the insurance

industry can live with no-fault be-

or state regulation.”

Bruce Butterfield, a spokesman
for ATLA, said that although the
association actively works against
federal no-fault, it has historically
been in favor of no-fault on the

state level.

"It's a common misconception,”

of first-party no-fault with no tort
Continued on page 22
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The St. Paul Manufacturer's 1

Output Policy (MOP) S a better

simpler way t0 protect your
company's property, wherever it - j,
js. And in whatever form it's
in, from raw materials to finished 1
products.

And you can do jt very simply. f..
MOP coverages are consolidated . 1
into one policy instead of the several \.
you'd normally have to deal with.
Property can be insured for actual cash \ . :
value or selling price.

During your policy year, MOP
coverage automatically expands or contracts according
to the value of property covered. That way, your assets are
protected in peak or slow times. Whether inventories
are high or low. Whether your firm is receiving, shipping
or storing materials. Or all of these. All in one policy.
There's also automatic coverage for new non-manufac-
turing facilities without notifying-The St. Paul.

What's more, there's usually- no deposit premium,
which lets you handle premiums on a pay as you go
basis. Which, in turn, can help cash flow Good loss

experience and deductible options can keep your
insurance costs down. And there's no coinsurance

required.

Want more information? Contact your Independent
Insurance Agent representing The St. Paul. Check your

VOURB-, Servingsvtog (gg

ardian Insurance ompany e ot

dependent Agents St fhaul Fga uqqd Marine [nsurance

nsurance Lompany 0

. Yellow Pages.
Here's more

- , business insurance
we've made better:
C-OMP%ICT

: Commercia

, property insur-
ance for build-

ings, contents,
inland marine

exposures, glass and more
in one simple policy.
Plain English Package A variety of

property/liability business coverages in one policy, without
all the gobbledygook.

EDP. All-risk computer insurance from the

company that originated data processing insurance.
Umbrella Excess Liability One million dollars

excess liability coverage on small businesses for as little

as $200 per year. Can also handle larger accounts
with limits up to $20 million.
Commercial Auto. The St. Paul has the expertise,

people, resources and stability to back you strong
in this coverage.

Inland Marine We're one of the largest across
the board writers. We've built expertise since 1833.

We kepp

INS,imnce
bette amii

33333333
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No-fault insurance...

Continued from page 19
restrictions for states. We do feel
that a federal no-fault law would be
a mistake because automobile in-
surance is a state problem that
cannot be handled on a nationwide
level. Differences in driving habits
between urban and rural areas
alone make the development of a
satisfactory program for everyone
virtually impossible."

John Murphy, risk manager for
Avis Inc. and an active supporter
of no-fault legislation, disagreed:
"Talking about local discrepancies
is very popular if you're an oppo-
nent of no-fault. There may be
problems in developing a plan to
satisfy everyone, but that's not
enough reason to drop the idea al-
together. Nothing is worse than the

present system which shows a
ruthless contempt for the con-
sumer. Under the tort system, the
people pay for the insurance and
get almost nothing in return when
it's needed.”

Proponents such as Mr. Murphy
are keeping the fight for no-fault
alive on both the state and federal
level and despite the setbacks, they

have some encouraging signs for
eventual success.

While the Michigan supreme
court has ruled against parts of
the state's no-fault law, it also de-:
cided unanimously that the law it-
self is constitutional. In those
states whose no-fault laws have
been constitutionally challenged,
courts across the country have

ANNOUNCING

overwhelmingly ruled in favor of
no-fault.

There appears to be a number of
reasons why more states have not
enacted no-fault, the most often
cited being the determined opposi-
tion by the trial bar. Because
lawyers often get from 20% to 50%
of the final settlement in a liability
case, opponents argue it is only
natural that they, as a group, would
oppose any measure limiting a
victim's right to sue.

"There is no defense for the cost
of trial lawyers to the premium
payer, and no room for lawyers in
the auto insurance field," said
Avis's Mr. Murphy.

It is a popular contention among
no-fault supporters that it's'a dis-
proportionate number of lawyers
who are holding up further no-fault
legislation.

"It's a ridiculous situation,”" con-

COUNCIL ON EMPLOYEE BENEFITS

32ND ANNUAL CONFERENCE

OCTOBER 11-13, 1978

THE WASHINGTON HILTON

WASHINGTON, D.C.

Informative Meeting Covering All Areas of Employee Benefits
For Information contact C. S. Lazaroff (216) 794-4008
1144 E. Market St. Akron, Ohio 44316

'We have no more than 25,000 lawyers
lobbying around the country and in Wash-
ington and they're able to convince peo-
pie that they don't want progress.'

tinued Mr. Murphy. "We have no
more than 25,000 lawyers lobbying
around the country and in
Washington and they're able to
convince people that they don't
want progress."

Another reason for the inaction
in those states still under the tort
system is the common belief that
the passage of no-fault would mean
the reduction of premiums.

"It's a matter of educating the
people that this is just not so," said
a spokesman for the North Dakota
department of insurance. "Until
they realize that no-fault was in-
tended to facilitate payments
rather than reduce costs, this will
be a continuing problem.”

On the whole, however, most
states that have no-fault au-
tomobile insurance laws seemed
pleased with them, according to
spokesmen from the states insur-
ance departments.

"We feel that most Kansas citi-
zens are satisfied with the law,"”
said Mike Mullen, chief legal ad-
viser for the Kansas insurance de-
partment. "And generally, the
premium payers aren't upset.”

"VWhether or not the New jersey
law is working depends on your
point of view, | guess,"” said
Thomas Hooper, director of public

information for the New jersey

anyou spot an embezzler

bythe color of his collar?

No!

Embezzlement losses

are estimated in the billions

of dollars and they occur

in every department from
the mail room to the

executive suite.

That's why it's so

important to protect

Ask
broker to

facts. Do it now.

yourself from damaging
losses at all employee

levels with Honesty
Insurance from F&D.

)éour agent or ' 1 Fidelit

et you all the , 11.* anc|

Nation's pioneer bonding experts ""Mb.
Baltimore, Maryland 91903

%eposit Co.

f vown**pe'™.H

-John Murphy,
no-fault supporter

department of insurance. "The of-
ficial view of the department is
that, yes, it's working. More people
are now being paid more promptly
than before, which is what the law
was designed to do."

Mr. Hooper said that early find-
ings also indicate that the New Jer-
sey law has also eliminated many
of the minor liability cases that
were clogging up the lower courts
before its passage.

A spokesman for the Kentucky
insurance commission stated that
the Kentucky law has been excep-
tionally successful. "No-fault was
never meant to lower rates, only to
guarantee swift recovery and pre-
vent undue delay for accident vic-
tims and our law has been one of
the most successful in the country
in doing so," he said.

John Kellogg, assistant to the
insurance commissioner of Mas-
sachusetts, one of the few states
where rates have actually dropped
with the passage of no-fault, terms
the law a "dramatic success.”

"Although our rates started to
rise with inflation during 1975,
today, in 1978. they are still lower
than before 1970, when the law was
adopted,”" he explained.

In North Dakota, it is generally
believed that the passage of no-
fault legislation in 1976 was one of
the contributing factors that
caused the incumbent governor to
lose his bid for re-election. Al-
though the spokesman for the state
said there is still a great deal of con-
fusion regarding certain aspects of
the law, there have been very few

about delay in

complaints
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Traffic deaths
increase 4.7%

WASHINGTON-The number
of traffic fatalities in the U.S. last

year shot up to 47,671, a 4.7% in-
crease over the 45,523 Killed in
1976.

The Department of Transporta-
tion said increased driving speeds
along with an increase in traffic

fatalities were responsible for the
rise in traffic deaths.

The 1977 fatality figure, however,
represented a sharp drop from 1974
when 54,052 persons died in traffic
accidents.

DOT said the direct economic
cost of highway deaths currently is
estimated at more than $43 billion
annually.
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NVVNL thinks the world
is iffy enough.

So, we've eliminated
the risks from qualified group
retirement plan funding -
while still offering one of the
highest new money interest
rates available - through
our new Group Annuity Invest-
ment Contract.

The securi'ty comes
with guaranteed principal,
guaranteed annuity rates and
optional guaranteed inter-
est, backed by our solid
corporate history and more
than a billion dollars in assets.

And the high rate of
return comes through our
smart investments in direct
private placements, tax-
exempt obligations and com-
mercial mortgages.

Our new money rate
declared for calendar year
1977 is 9.03%-substantially
higher than the industry

average.

Up to now, when you've
arranged a funding contract
for a client's retirement plan,
you probably hakl to buy a
whole package of services.

But not anyinore.

Because NVWNL has
developed a contfact for quali-
fled group retirehlent plans
that combines our investment
expertise with glkaranteed
principal, guarateed annuity
rates and tive options that
can be purchasell separately,
as "add-ons-

These options are:
Guaranteed Inteiest Rate,

Guaranteed Contract Expenses,
Guaranteed Retii-ement

Benefits, Actuari Services
with or without ERISA Serv-
ices, and Emploee Record- -
Keeping Services'.

Of course, ydur client
can buy all these!guarantees
and services. But *le doesn't
have to. NWNL will provide as

many or as few Obtions as
he wants. And no more.

So if you're looking
for a funding vehicle that
combines high yield and
contract flexibility with the
sweet security of guaranteed

principal, place your bet
on NVVNL.

Some things just
shouldn't be leit to the throw
of the dice.

BI 7/78

Tb: Al Benson, NWNL, Box 20, Minneapolis,
Minnesota 55440. Please send more

information about your new Group Annuity
Investment Contract for IRC 401 tax-

qi,Alified corporate plans. Financial and
additional information available on request.

Name

Title

Company

Address

City State Zip
Phonr Area Cnrle

NORTHWYESTERNNAFEINAL

BOX 20 - MINNEAPOLIS, MINNESOTA 55440



As claims growin size and complexity, effec-
tive claims handling becomes more critical.
And analysis of claims records can provide
vital information when assessing a risk man-
agement program.

A brief review by INA of an insurance

topic of interest to business executives,

Because they are experienc-
ing larger and more complex loss
and liability claims, comparies
are paying increased attention to
the way their claims are being
handled. The trend to self insur-
ance has brought many risk man-
agers face to face with a fu'l renge
of claims handling problems. But
those who rely on outside car-
riers for most or part of their
coverage also want to be sure of
their insurer’s claims capaktilizy

and responsiveness to the com-
pany’s own evolving needs.

A company that does business
nationally, for example, needs an
insurance carrier with knowl-
edgeably-staffed service offices
throughour the countrv, and mul-
tinational companies need the
same facilities overseas. Com-
panies with broad exposures
should expect claims representa-
tives to be informed enough to
deal with many kinds of complex

claims situations.

Claims service generally is a
major consideration. All claims
should be acknowledged, investi-
gated and settled promptly. If
there is a plant fire in the middle
of the night, an experienced
clatms representative should be
early on the scene. The insurer
should also be effective in salvage
and subrogation efforts And re-
ports after claims are settled
should be complete, accurate and
timely.

Sensitive areas

Liability claims, in which third
parties are involved, can be partic-
ularly complex, and many—such
as product liability claims—can
have serious public relations as
well as financial ramifications.
All liability claims cannot be paid
routinely without eventually

raising insurance costs, but chal-
lenges must be realistic or the

I f BT B S i R = r ek Rl e s ke




only result will be unproductive
legal bills. The insurer's claims
staff must therefore be aware of
the legal climate, undertake rigor-
ous cost analysis and consider the
best overall interests of the
insured when undertaking a
challenge.

Many companies that self in-

sure their risks also handle their

own claims. Assembling a qual-
ified staff to handle a stream of
claims is a major commitment.
And self-insurers, too, face sensi-

tive claims situations.

A growing number of self-
insurers have therefore decided

to turn over claims handling ad-
ministration to an outside firm.
Such firms can usually provide
a depth of professional claims per-
sonnel and statistical reports that
summarize company-wide claims
activity. An outside administrator
can also serve as a buffer between
the company and its customers
when liability claims are involved,
and may have more flexibility in
challenging suspect claims-pur-
suing an employee's medical

Claims

history when investigating a
workers' compensation claim, for
example.

barning from experience

Whether a company handles
its ownclaims or relies on a carrier

or outside administrator, it is im-
portant that complete documen-
tation on all claims be assembled
and analyzed. Problem areas may
be revealed-gaps or duplications
in coverage, departments with
unusually heavy losses, faulty
record-keeping that makes it
difficult to substantiate claims,
or departments that are failing to
keep the risk manager informed
of equipment purchases or to re-
port losses promptly, thereby
jeopardizing coverage.

Many companies now assign
retained losses to departments
where they were incurred; when
managers know losses may affect
departmental profitability-and,
possibly, bonuses-they will be
rmore  vigilant in preventing

future losses and claims. And

comparing annual claims reim-

When all is not lost

It is possible to recoup part, or even all,of a loss -

through salvage, recovering what value remains to

, damaged property, and subrogation, recovery from a

4 third party responsible for the loss. Fof example, an
- expensive piece of machinery being shipped by freighter
was washed overboard in a storm. A subrogating agent

was able to recover the full value of the equipment from

the shipping company by showing that the bill of lading

called for the michine to be stored below deck. The

manufacturer benefited in two ways: it recovered

its deductible and avoided a loss which
could have later affected its

insurance premiums.

bursements with risk manage-
ment costs may suggest funda-
mental changes in insurance and
self-insurance strategies. Experi-

ence should help set a course for
the future.

INA's worldwide claims facil-

ities are among the most exten-
sive in the insurance industry.
And two INA Corporation com-
panies are leaders in their special
fields: ESIS is one of the coun-
try's largest administrators of self-
insurance programs and Recov-
ery Services International pro-

vides subrogation services to both
insurers and self-insurers.

E & o & SF & &

The Insurance Company of
North. America was founded in
1792 in Independence Hall,
Philadelphia. Today it is the larg-

est component of INA Corpora-
tion's international network of

insurance and financial services

companies. In property and
casualty insurance and risk man-
agement services, life and group
insurance, health care manage-
ment ., and investment banking,
INA and its affiliated companies
offer a unique combination of
products and services to business
and industry around the world.
INA insurance products and
services are available through

selected independent agents and
brokers. For an informative

booklet on current trends in

claims handling, write INA Cor-
poration, 1600 Arch Street,
Philadelphia, Pa. 19101.

INA
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AS AN EMPLOYER YOU PROVIDE GROUP MEDICAL, DENTAL AND LIFE BENEFITS

VWHATABOUTAVISION BENEFIT?

When an employee does not see properly his production as well as the quality of work is reduced. What

about the days lost due to eye related problems? Vision benefits are the least expensive benefit you

can provide and the benefit most important to you - the employer.

FEATURES OF THE VISION SERVICE PLAN

- Eye examination each 12 months

Lenses each 12 months

Frames each 24 months

N.J. VISION SERVICE ASSOCIATES
525 US Route # 1 Edison N.J. 08817

YES | would like to know more about a Vision Service Plan

O Please have a representative call me for an appoint-

Frames and lenses furnished at laboratory cost ment
Available nationwide except North & South NAMF
Carolina
COMPANY
Broker inquires invited
ADDRFRR
Self funded or insured plans available
CITY STATF 7Zip
N.J. Vision Service Associates is a non-profit
corporation TELEPHONF

Sasse syndicate revises
claim against reinsurer

LONDON-Lawyers for the sus-
pended Lloyd's syndicate F. H.
Sasse & Others have lodged a re-
vised claim in the U.K. high court
in its dispute. with Brazilian rein-
surance group |I.R.B. over large-
scale U.S. fire risks.

The amount involved is now put
at $8.5 million, which Sasseis seek-
ing from |I.R.B. under reinsurance
agreements. This figure may go
higher if further settlements have
to be made by the Sasse group in
New York and other cities on
claims under property insurance
taken out on restaurants and
apartment houses two years ago.

Intra Global Reinsurance Facili-
ties of Houston, Tex., which is run
by former Londoner Edward. T.

PROVI PLAN

. . . a Comprehensive Group Medical Insurance Plan
PAYS IN OR OUT OF HOSPITAL, wherever treatment is

needed and deemed medically appropriate

NO TOP DOLLAR LIMIT, to meet increasing costs /n

medical care

Most employees and employers
want coverage that eliminates

fear of the financial

conse—

quences of a catastrophically ex-
pensive illness. Provident, a
leading writer of group insur-
ance, answers that need with
PROVIPLAN. PROVI PLAN re-
moves the dollar benefit ceiling
and adds a highly desirable cost
control feature by providing ben-
efits rega rdless of where treat-

ment is given.

PROVIPLAN could be exactly
what you've been looking for.
Call your insurance adviser or
Provident Group Representative.

GROUP DEPARTMENT

Provident

CHATTANOOGA 37402

NO
LIMIT

PROVIPLAN
PAYS

100%

After insured's annual
out-of-pocket expenses
total $1000

PROVIPLAN
PAYS

8596

Co-payments until insured's
annual out-of-pocket
expenses total $1000

INSURED.PAYS 15%

INSURED'S DEDUCTIBLE

Offices in Principal Cities

"Ted" Smith, is named in the
amended claim. Sasse alleges that
John Howell, former chief non-
marine underwriter for I.R.B., and
IRB former general manager
Roberto Chievegatto both knew
full wellthat reinsurance plans had
been completed with Intra Global
in 1976.

Under these plans, for which
Mr. Howell and Mr. Chievegatto
were "at all times acting within the
scope of their authority on behalf
of I.R.B.," Sasse pleads that it got
full reinsurance cover for the first
$100,000 of any policies taken out
through Den Har Underwriters in
Miami, Fla.

Sasse discovered that more than
600 reinsurance certificates were
issued by Intra Global on U.S. risks
in 1976-77 and says |I.R.B. was
warned as long ago as last
November that it owed $2 million
on these risks, but has only paid
$500,000 so far. Further claims
since then have hiked the amount
due to $8,502,803 and trial action is
likely late.this year or early 1979.

The Merrett Dixey syndicate at
Lloyd's is now helping Sasse to
administer the claims, which are
being challenged by I.R.B. .

dates for buyers

SEPT. 7-8. New York University
will sponsor a seminar to analyze
methods to combat escalating
costs while protecting a company.
The Corporate Insurance Man-
agement Seminar will be held first
in New York City. It will be re-
peated in the following cities: At-
lanta, Oct. 16-17; Los Angeles, Nov.
16-17 and Chicago, Feb. 8-9.
Among the topics to be discussed
will be approaches to risk manage-
ment and insurance purchasing,
property and business interrup-
tion coverage, minimizing claim
problems, controlling fringe bene-
fit . costs, workers compensation
and liability insurance and prod-
uct liability. Cost: $495 tuition plus
$65 registration fee per organiza-
tion. Contact Registrar, 14th floor,
NYU Conference Center, 360 Lex-
ington Ave., New York, N.Y. 10017;
phone 212-953-7266.

SEPT. 7-8. Self-insurance and
Risk Management Services is a
seminar to be presented by Practi-
cal Risk Management in Chicago.
Emphasis will be placed on the
practicalities of implementing,
controlling and monitoring an ef-
fective property, liability and
workers compensation self-
insurance program. Moderators
and panel members will be drawn
from the professional staff of War-
ren, MeVeigh & Griffin, risk man-
agement consultants. The seminar
will be repeated in the following
cities: Philadelphia, Sept. 21-22;
San Francisco, Oct. 9-10; Dallas,
Oct. 26-27 and Los Angeles, Nov.
9-10. Contact Practical Risk Man-
agement, Suite 205, 1700 Mont-
gomery St., San Francisco, Calif.
94111; phone Susie, 415-433-6979.

SEPT. 18-20. The Public Relations
Committee of the Alliance of
American Insurers will sponsor
their fourth annual Conference on
Company Communications.
Workshops will feature effective
ways for responding to attacks on
risk classification, answering red-
lining charges and other public
relations problems. Cost: $60. Con-
tact Tim Kett. Alliance of Ameri-
can Insurers, 20 N. Wacker Drive,

Chicago, lll. 60606; phone 312-346-
5190.
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Worsening hull losses sink underwriters' future

By JOHN H. MILLER

LONDON-Hull losses are get-
ting worse and marine underwrit-
ers cannot carry the deficit indefi-
nitely, according to Lloyd's insur-
ers who have been studying casu-
alty trends worldwide.

Over 1 million tons of shipping is
now being sunk annually and A.
Henry Chester of the Committee of
Lloyd's calls this "a wicked and
cynical waste of the world's re-

sources."”

He told shipowners at a recent

international conference in

Athens: "It's quite impossible for
any underwriter in the long term to

of the rates being quoted today.
Shipowners are tending to in-
crease their self-retention, but if
this is the future patterd, the 1 mil-
lion tons of shipping will still be

lost and the consequent cost must
be borne out of the totalinsurance

funds available to the world's mar-
kets."

He said L16yd's was surprised
that some of its competitors seem
to think the casualty statistics are
misleading and that a change of
underwriter or a downward altera-
tion of rates would in some way
alter the inevitable claims pattern.

Self-insurance is a growing
trend, but he warned: "If we ever

writers internationally are denied
thelarge bulk premiums available
from commercial fleets, it will be
very hard to provide insurance at
an economic price for peripheral
classes such as fishing fleets, har-
bor craft and many specialist ves-
sels in the cargo trade."”

U.S. business

U.K. insurance companies broke
even on their U.S. business last
year, largely because of greater
selectivity over the risks they were
prepared to accept. Premium in-
come stayed unchanged at.$2.25
billion, split $1.45 billion for fire

million for auto polices, according
to figures released by the British
Insurance Assn.

Chairman William G. Haslam
comments: "The U.K. company
market did much better worldwide
last year compared with the previ-
ous three years and reduced un-
derwriting losses by $180 million
on global premium income of $11
billion against $10.5 billion in
1976."

Large award
Appellate judges have beer.

asked to rule on a $450,000 damage
award to a U.K. doctor. whose brain

undergoing a minor operation at a
London hospital.

It is the highest award in British
legal history and will set a new
level for liability cases unless it is
overruled. Most compensatory
awards in the last few years have
been well under $200,000.

The high court judge who made
the award, Justice Peter Bristow,
took the view that the victim will
have to be looked after for the rest
of her life. So he took future infla-
tion into account in a move that
went against otheru.K. judg-
ments.

Last year a jury in Cork County,
Ireland, gave $550,000 in damages

continue to offer coverage at many arrive at a situation where under. and accident coverage and $800 suffered irreversible harm while  to a 32-year-old teacher. .
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REGIONAL OFFICES

Eastern Region
85 Woodland Street, Hartford, CT. 06102
C.C. George, Manager (203) 525-2601

Western Region
175 W. Jackson Blvd., Chicago, lllinois 60604
H.S. Robinson, Manager (312) 663-4050

Pacific Region
One Embarcadero Ctr., San Fran., CA. 94111
A.l. Wen, Manager (415) 434-3356

FIELD OFFICES

Atlanta, Georgia 30341

3300 Northeast Expressway (404) 451-8446
Baltimore, Maryland 21204

305 W. Chesapeake Avenue {301) 825-6676
Boston (Wellesley), Massachusetts 02181

20 William Street (617) 237-4506
Buffalo (Williamsville), New York 14221

5820 Main Street (716 634-5900
Charlotte, North Carolina 28202

200 South College Street (7041333-1108
Chicago, lllinois 60604

175 West'jackson Boulevard (312) 663-4050
Cincinnati, Ohio 45202

309 Vine Street
Cleveland, Ohio 44113

614 Superior Avenue, West  (216) 621-9088
Columbus, Ohio 43215

394 Oak Street
Dallas, Texas 75206

8350 N. Central Expressway (214) 692-7631
Detroit ISouthfield), Michigan 48075

16900 West Eight Mile Road (313) 275-5296
Grand Rapids, Michigan 49506

1331 Lake Drive, South East (616) 459-0277
Hartford, Connecticut 06102

85 Woodland Street
Houston, Texas 77024

974 Campbell Road
Indianapolis, Indiana 46204

320 North Meridian Street (317) 634-2583

Kansas City, Missouri 64111
406 West 34th Street

(513) 241-8040

(614) 224-4278

(203) 525-2601

(713)461-1363

(8161931-5995
Los Angeles (Anaheim), California 92805

300 South Harbor Blvd. (714) 778-4580
Milwaukee, Wisconsin 53226

2401 North Mayfair Road (414) 475-1775
Minneapolis, Minnesota 55402

12 South Sixth Street
Nashville, Tennessee 37204

2934 Sidco Drive
Newark, New Jersey 07102

Gateway 1 (201) 643-1005
New York, New York 10038

85 John Street (212) 233-2495
Philadelphia, Pennsylvania 19106

Fifth and Market Streets (215) 925-5050

1612) 339-0474

(615) 254-1658

Pittsburgh, Pennsylvania 15220
875 Greentree Road

Richmond, Virginia 23230
4906 Fitzhugh Avenue

St. Louis, Missouri 63137

9021 Riverview Drive

(412) 922-6440
(804) 353-8958

(314) 869-7800
San Francisco, California 94111
One Embarcadero Center- (415) 434-3356
Seattle, Washmgton 98119
200 First Avenue, West
Syracuse, New York 13202
677 South Salina Street

1206) 282-4141

1315)472-7511

- When you select an insurance
underwriter for your industrial properties, be
sure to determine its.track record in loss
prevention.and in paying.claims. We could
take the next few minutes to tell you about
our track record, but we'd rather let our

customers speak for us. Here's a sampling of
our-recent mail:

"Thank you so much...this is undoubt-
edly the quickest turn-around service we.
have had and we want you to know that we
appreciate it very much..."”

Broker representing an Aircraft Manufacturer

"Please accept my thanks on behalfof
my Company and my personal expression of
appreciation for your expediting of the final
payment of our Property Damage claim...it
is always, of course, an experience to work

with people who,are at the top of their
business..."”

A major Chemicals Manufacturer

"We want to thank you and Industrial
Risk Insurers for the way this claim was
handled from beginning to end... the response
of your engineering staff assisted us greatly in
resolving problems and establishment of pro-
cedures tor determining the loss..."

A leading Corporation in the
Forest Products Industry

"...would like to expressour-thanks to
you...l feel certain the confidence that you
brought to those negotiations not only
accounted for the settlement of the loss but
also raised our insured's respect for our

organization..."
Agent representing a
Multi-Media Corporation

Industrial Risk Insurers is an association
of 45 leading insurance companies with
domestic and foreign coverage in excess of
$375,000,000,000. Since 1890, prompt and
fair claims adjustment is one reason why sti
many of the world's companies look to us for
their property insurance needs.

Our engineering excellence and loss pre-
vention practices, however, are an even more
important reason. Because our first job - and
the track record we're most proud of - is help-
ing our insureds avoid having to put our
payment record to the test.

For more mformation, contact your
agent or broker, or one of our offices listed
adjacent to this message.
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The Year% Most Important Conferences
on Employee Benefits and Insurance!
September 1143,1978 San Franciscds Hyatt on Union Square

NATIONAL CONFERENCE ON RISK
AND INSURANCE MANAGEMENT

Led by Edward R Lalley, President & Chief Executive Officer, |deal Mutual Insurance Co.,New York, N.Y. and Anton E.
Pfaffle, Assistant Vice President & Principal Consultant, Ebasco Risk Management Consultants, Inc., New York, N.Y.

MONDAY SEFFEMBER 11,1978

Keynote: THE TREND TOWARD SELF-INSUR-
ANCE-How Long Will It Continue?

Presentations-morning

MODEL LEGISLATION, INTRODUCED BY
MARSH & McLENNAN, PERMITTING A TAX
REDUCTION TO SELF-INSURERS

OTHER LEGISLArION AFFECTING TORT LIABILITY
PUNITIVE DAMAGES-CURRENT UPDATE

TUESDAY SEPTEMBER 12 1978

Presentations-morning

WEDNESDAY SEPTEMBER 13, 1978

Presentations-morning

CHANGING DEVELOPMENTS IN GOVERNMENT

INSURANCE REGULATIONS

THENEW "RETRO DEVELOPMENT FACTOR" AND

ITS IMPACT UPON CORPORATE CASH FLOW
FASB 5-A YEAB LATER

TOP MANAGEMENT LOOKS AT THE RISK MAN-
AGEMENT FUNCTION

CATASTROPHIC PRODUCTS LIABILITY-A CASE
STUDY

CENTRALIZED RISK MANAGEMENT- A CRITI-
CAL ANALYSIS

In addition to the panel discussions which immediately follow the morning presentations, there will be nine floating panels on a variety of topics in self-insurance
and risk and insurance management. Plus-four Brokers' Forums-one h jur panels where representatives from five leading brokerage houses discuss the tough
problems you and your colleagues are facing right now.

LAST MINUTE ADDITION! Panel on Free Trade Zone and Reinsurance Exchenge. 1-3 p.m. Tuesday.

NATIONAL CONFERENCE ON EMPLOYEE
BENEFITS MANAGEMENT

Led by Maria M. McNally, Re#rement P/ans Manage<The Clorox Co., Oakland, Calif. and James H. Pollard, President,
James H. Pollard & Associates, Baltimore, Md.

MON DAY SEPTEMBER 11,1978

Presentations-morning

NEW RETIREMENT REGULATIONS- THEIR
IMPACT ON PENSION AND EMPLOYEE
BENEFITS

SOCIAL SECURITY AMENDMENTS- THEIR
IMPACT ON EMPLOYEE BENEFIT PLANS AND
PENSION PLAN DESIGN

UPDATE ON CURRENT LEGISLATIVE DEVELOP-
MENTS

TUESDAYSEPTEMBER 12 1978

Presentations-morning

MULTINATIONAL BENEFITS- CHANGES AND

UPDATES IN FOREIGN PROGRAMS

WEDNESDAYSEPTEMBER 13, 1978
Presentations-morning

THE IMPACT OF INFLATION AND INVESTMENT
RETURN ON THE FUTURE OF YOUR PENSION
PLAN

EVALUATING THE RETENTION, RESERVING

AND ADMINIS-RATIVE PRACTICES OF 1NSUR-

ANCE CARRIERS

EFFECTIVE BENEFITS MANAGEMENT THROUGH

THE BENEFITS TEAM

DEVELOPING A LONG-RANGE FINANCIAL PLAN

FOR EMPLOYEE BENEFITS

' MONITORING THE INVESTING OF EMPLOYEE
BENEFIT FUNDS

HEALTH CARE COST CONTAINMENT- A PROG-
RESS REPORT

HEALTH MAINTENANCE ORGANIZATIONS-
WHERE ARE WE GOING?

Afternoon panels include 12 one-hour workshops- covering creative executive "perks," dental plans, pre-retirement counseling, caleteria benefits, and

much more.

And immediately following the conferences, we'll hold outstanding Ccurs:$-CAPTIVE INSURANCE COMPANIES-The self-insurance alternative-Led by Arthur V.
Erickson « EARTHQUAKES AND OTHER NATURAL DISASTERS- Funded cr unfunded?- Led by Jerome Aparton and Eugene D. Marquart « SELF-FUNDING YOUR

EMPLOYEE BENEFITS-Led by Louis C. Andre

REGISTRATION INFORMATION

3 WAYS TO REGISTER FAST

- PHONE (212) 246-0800 (Direct Line to Registrar Only) Give the
Registrar you Priority Number. You'll get immediate confirmation of
your registration.

« TWX 710-581-6530 Include the meeting title, date. city and Priority
Number. Also provide the name, title, company, address and phone
for each registrant.

+« USE THE REGISTRATION CARD Complete and mail the Registration
Card from this announcement.

Individual fees AMA Members Nonmemhers-

NATIONAL CONFERENCE ON RISK & INSURANCE

MANAGEMENT $250 $290

NATIONAL CONFERENCE ON EMPLOYEE
BENEFITS MANAGEMENT

$250 $290

SUPPLEMENTARY COURSES

CAPTIVE INSURANCE COMPANIES-THE

SELF-INSURANCE ALTERNATIVE $325 $375

EARTHQUAKES AND OTHER NATURAL

DISASTERS-FUNDED OR UNFUNDED? $325 $375

SELRFUNDING YOUR EMPLOYEE BENEFITS $325 $375

Team fees toi supplementary courses-
SUPPLEMENTARY COURSES- 3 REGISTRANTS
(PER PERSON)

$275 $315

/ Registration Carli

American Manalement Associations
135 West 50th Street, New Ybrk, N.Y. 10020

1 YES, 1 want tc ioi n ,ou in San Francisco
this September. Please register me for
the following:

1 0 NATICNAL CONFERENCE ON RISK & INSURANCE MAN-
AGEMENT

1 September 11-13 P-iority 40. 340181-35
C] NATICNAL CONFERENCE ON EMPLOYEE BENEFITS MAN-

1 AGEMENT

Septemter 11-13 Priority No. 341181-35

SUPOLEMENTARY PFOGRAME

[3 CAPT VE INSURANCE COMPANIES-The Sell-Insurance
1 Alternat ve

Seplemter 13-15 Priority No. 353881-40
1 0 EARTHQUAKES AND )THER NATURAL DISASTERS-
Funded or unlunder
Sep-emter 13-15 P-iority 40. 324081-01
1 C] SELF-FUNDINGOUR EMPLOYEE BENEFITS

Sep'emter 13-15 Priority No. 370681-01

Register Fast by Phone (212) 246-0800. For registering only
Be sure to mention your Priority Number.
For more information, contact John Gregory. (212) 586-8100.

NAME

IMease Print)
COMPANY

(Please use full name)
STREET

cITY STATE zIP

TEL. NO. O This confirms telephone registration

(afea code)

Please list names and positions of team registrants on an additional sheet.

PAYMENT INSTRUCTIONS. The full fee is payable in advance. 0 Payment enclosed.
m Bill me. O Bill my company. | | am entitled to AMA Member Fee.

PLASE SEND THE FOLLOWING:

O(lice use only
U AMA Membership Information.
El AMAs Complete Catalog of Courses

3-5272A Printed m U.S.A.
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Contemplating acquisitions? Pro be
benefit plans to avoid adverse effects

By Myles Margady
Consultant
A.S. Hansen Inc.

New York

TN A DYNAMIC ECONOMY, corporate
1mergers, acquisitions, reorganization and
divestitures are constantly taking place. The
motivation for arrangements is varied, rang-
ing from business adversity and economic
prosperity to tax or marketing considera-
tions. Unfortunately for the benefit plan

sponsor, the effect on corporate benefit
plans is seldom carefully considered.

Though the situation may be changing as
a result of ERISA, corporate decision mak-
ers tend to overlook the consequences if
either the acquiring or acquired corporation
maintains a qualified retirement plan. To
minimize adverse effects, it is important for
the company's benefits advisers, actuary,
and counsel to become involved in the ac-
quisition process before negotiations are
concluded and a sales agreement signed.

The first step in planning for the treatment
of these plans must be an analysis of the
plan, trust document and plan assets.
ERISA has caused a tendency to focus
primarily on the requirements imposed by
the law, when in fact the plan documents
may contain provisions which are different
and more limiting than the legal require-
ments. Furthermore, plan assets to be trans-
ferred to the acquiring company's trust may
be unacceptable in such company's trust
portfolio. For example, the assets may not
be prudent investments in the opinion ofthe
acquiring company's financial advisers, or
they may not be compatible with the in-
vestment objectives of the company's plan.

Analyze these forms

Another preliminary step should be an
analysis of the acquired company's sum-
mary plan descriptions, EBS-1's, 5500
forms, PBGC filings, all other reporting and
disclosure material and actuarial valuations,
to ensure that the acquired company's plan
has been established and operated in accor-
dance with the requirements of the IRS,
DOL and PBGC.
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Not considering the employe benefit plans of a possible merger or
acquisition partner could cost your company money after the final

decisions are made.

After studying the factual information
pertaining to the plans, management will be
in a position to make decisions in selecting
from available alternatives. Sound benefit
planning, in connection with the treatment
of a qualified plan from an acquisition re-
quires that three objectives should be of
primary importance. First, whatever actions

are taken should comply with all applicable
laws and regulations. Next, the decisions
should be consistent with the company's
philosophy on benefits. And finally, the de-
cision should entail a minimum of cost.

It is important to consider certain hidden
cost implications which may not be readily
apparent but should be analyzed before a

final sales price is negotiated. For example
in valuing a business with a defined benefit
plan, an assumed annual pension contribu-
tion for pension expense Will be part of the
company's financial statement. If this ex-
pense is understated, the company's value
will be overstated. Analysis by a qualified
actuary is the only way to be assured that a
pension expense reflected on the statement
is reasonable.

Another important financial considera-
tion before acquisition is to determine the
value of PBGC "guaranteed benefits." This
valuation will indicate the employer liabil-
ity, if any, of the acquiring company to the
PBGC for unfunded insured benefits if the
plan is terminated.

Termination of the acquired company's
qualified pension plan as a condition of ac-
quisition may appear to be the safest and
simplest alternative. However, the jurisdic-
tion of the PBGC may present unantici-
pated difficulties if the plan is terminated.

Maintaining a plan

When a covered plan is terminated with
insufficient assets to provide insured ben-
efits, the PBGC is responsible for paying
benefits up to the insured guaranteed level.
In such a situation, the employer maintain-
ing the plan is liable to the PBGC for pay-
ments to cover the guaranteed level of ben-
efits. This employer liability is limited to
30% of its net worth and extends to a succes-
sor employer as a result of reorganizations,
liquidations, mergers and consolidations.

If, -as a result of the acquisition, the ac-
quired company ceases to exist as a separate
corporate entity, but continues as a business
entity as a division of the ac4uiring com-
pany, it is possible to maintain the plan
solely for employes of the new division.
This may be accomplished by having the
successor corporation adopt the plan (in-
cluding its assets and liabilities) solely for
employes of the division.

Aside from questions of breadth of cover-
age arising from the acquisition, the adop-
tion and continuation of the plan may have
undesirable implications on employe rela-
tions. It may also undermine management's

Continued on page 32

Your guide to new concept of claims made

By John P. Folsom, CPCU, J.D.

and Alvin F. Johnson

Partners
Dinner Levison

San Francisco

The following article is excerpted from a

memo to the sta.)Yof insurance brokers Din-
ner Levison.

6 6 rYLAIMS MADE" product liability

Ciforms are offered to and purchased by
many insurance buyers fora combination of
reasons including lack of "occurrence" op-
tion due to the nature of the client's product
or past losses and pricing considerations
wherein the client chooses the "claims
made" over an "occurrence" quotation. Un-
fortunately, the markets offering the cover-
age are not typically long term prospects in
potentially continuing to afford the protec-
tion. -(This fact may be one of the more sa-
lient reasons to not purchase the "claims
made"” form.)

This article is intended to assist insurance
buyers to understand the,problems of the
"claims made" products policy.

The product liability "claims made" con-
ceptis relatively new, gaining viable interest
only recently. Markets are limited and ap-
proaches to the policy have been varied. It is

The product liability 'claims made' concept is rela-

tively new, gaining viable interest only recently. Mar-
kets are limited and approaches to the policy have

been varied. It is not unreasonable to suggest the

policy form is in a state of evolutionary development.

is in a state of evolutionary development
and may continue to change to better meet
the needs of the insurance buyer.

An "occurrence" product liability form is
more desirable than a "claims made" policy.
No question of coverage exists as to any
bodily injury or property damage which oc-
curs during the policy period, regardless of
when a claim is made.

2 major forms

Typically, product liability claims have a
long tail wherein there could be quite a
delay before claim is brought. The "occur-
renee" form responds to this problem. There
are two mAjor types of claims made forms:

.E&O form-claims made with prior
acts: Without the availability of the "occur-
renee" form. the ideal "claims made" prod-
uct liability policy would afford coverage for

bodily injury or property damage which oc-
curs during the policy period and for prior
occurrences where the insured has no
knowledge of product defects ("or of any
circumstances which could result in a
claim") that would give rise to future claims.
Unfortunately, this type of "claims made"
form is not available f6r the product liability
market; however, the form is universally
utilized for professional errors and omis-
sions coverages. It can only be hoped this
might eventually be an available remedy for
present insurance buyers.

. Products form-claims made: This
claims made form without retroactive date
provides coverage only for claims made dur-
ing thepolicy period for bodilyinjury and/or
property damage occurring during the pol-
icy period.

A claims made form with retroactive date

provides coverage for claims made during

property damage occurring subsequent to

the retroactive date as stated in the policy
declarations.

Lack of continuity

The problems with "claims made” forms
include a lack of continuity of coverage po-
tential.

Claims made with prior acts, even the
"claims made" form utilized by D&O or
E&O carriers, does not solve completely po-
tential coverage gaps. Under this form, it is
difficult to warrant that the insured has no
knowledge of any facts or circumstances
that would give rise-to a claim. The burden
of polling all members of an insured firm is
heavy. The results can cause insurer cancel-
lation, denial of coverage, and/or requests
for policy rescission (in the D&O area for
example, a substantial percentage of the
claims presented are denied due to im-
proper completion of the application). Not-
withstanding the heavy burdens of a claims
made form from period to period, the grav-
ity of the problem is much less serious than
with the product liability "claims made"
forms.

Claims made without a retroactive date
will only cover claims made during the pol-
icy period for bodily injury and/or property
damage occurring during the policy period.
Therefore, claims presented subsequent to
expiration date for occurrences during the

Crmtin. |,Bri rin follmim.m Nn.Nmno
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Claims made policies...

Continued from preceding page
policy period would not be covered Given even a greater degree with excess place-

(whichever is preferred) IS manifested to

the long tail of product liability, the gap in ments Considering catastrophe protecuon
coverage is a very real problem is the basis for umbrella excess placements
The claims made policy with a retroactive (especially for sensitive coverage areas like
date from the original termination of the oc- product liability)the potential problem can
curience policy or from the original incep- leave the insured with totally Inadequate
tion date of the initial "claims made" policy protection
faies well until carriers change However, Some of the "claims made" policies con-
once a change is made either to a new tam an "extended discovery" provision
"claims made" form or to an "occurrence" providing that if the insurer cancels the pol-
form, a gap in coverage is still cl eated as to lay any claims arising from occui renees dur-
any claims subsequently presented to the ing thepolicy period are covered ifreported,
new carriei ai ising out of "occurrences" usually up to 12 months after the date of
duringtheoriginal "claims made" policy pe- cancellation
i lods

The solutions to either of the last two -
Cancellations

problems are probably not palatable to a
buyer A company can purchase continuous
coverage with the same "claims made" in- apparent liberalit> since no such extension
surer with full retroactive coverage from the applies when the Insured chooses to cancel
date of inception of the polilcy This ap- and a change inlimits ofliability, imposition
proach is probably unrealistic based on the of a higher deductible or the quotation of a
nature of the insurers currently affording a higher premium for renewal by the insurer
market-mostly e&s non-admitted markets does not constitute cancellation Conse-
and because some "claims made" markets quently, the insurer could arduably pnce
ale returning to the "occurience"form, due the insured out of the coverage in hei of
to recent, adverse Judgments requiring cancellation without the benefit of the 12

"daims made" insurance to indemnity on month extension
an "occurrence” basis

Little comfort should be draun from this

None of the pohcy forms reviewed deal
Second, a buyer can negotiate with each with the issue ofthe effect of insurer cancel-
new "claims made" or "occurrence" insurel lation on an aggregate deductible and/or
to afford full retroactive coverage back to self-insured retention That is, notwith-
the inception of the original "claims made" standing the "extended discovery" provi-
policy The pyramiding effect of this alter- mon as to the available limits of the policy
native from a premium standpoint could be there is no expressed stipulated treatment
outrageous ifnot altogether prohibitive For of the Insured's aggregate as being pro rata
example, a five-year retroactive cover could for the period of the coverage Consequently
cost as much 01 more than the annual pre- the full aggregate deductible/SIR applies
mium attributable to the newly placed first before limits of the policy become
available
One policy form excludes defense costs
from coverage both as to the limits of liabil-
ity and the deductible/SIR layer Ccnse-
quently, the very expensive and material
costs of defense associated with the typical
product hability claim are costs borne 100%
by the insured not considered in satisfying
the SIR/deductible layer or reimbui sed or
considered in the insurer's limits of liability
The standard comprehensive general lia-
bility policy covering product liabilit / af-
fords the opportunity to provide the client
1 with contractual liabiltty (if endorsed with
"blanket contractual” coverage) The stan-
dard separately issued product liability
policies whether "occurrence" or 'claims
made" does not provide the coverage

Underwriting concerns

Liabillty assumed under contracts or
agreements by the insured are specifically
. excluded Buyers should be aware of this
significant limitation to avoid the pitfalls of
assuming the hability of other third parties
a with whom they might contact for resulting
"occurrences" which cause bodily injury
and/or property damage arising oat of the
sale, distribution of use of their products

Some claims made policies con- Among the underwriting concerns to be

) . considered are the applicabili:y of the de-
tain an extended discovery pe- ductible and the limits of liability, 'per

. A H HON || n H n

riod, but it is of little comfort, says claim"” vs "per occuirence "
i i Althodgh the product liability policy may
John Folsom of Dinner Levison. be afforded on a "claims made" basis as to
the scope of coverage provided, the deduc-
"claims made" policy for the current annual tible or SIR and limits of habillty should be
policy period on a per occurrence basis
Umbrella placement problems include a Most standard eei tificates of insuran De is-

lack of continuity of coverage sued by insurers contain "occLrrence"”

A few umbrella liability underwriters are language It IS impottant the ' occirrence”
reluctantly providing coverage excess ofthe words be stricken from these certifizates
"claims made" product liability policy on a and m substitution thereof the limits of lia-
"following form" basis Based on the con- bility reflect a "per occurrence" limit on
tinuous changes of the umbrella market "claims made" basis
("insurers in-insurers out") continuous In conclusion it can be readily seen there
coverage is an unlikely assumption, despite are several sallent negatives of a "c-aims
continuous coverage with the same "pri- made” product liability policy to be con-

mary products claims made" carrier

- Sp€akind Out

Some further thoughts

on hold-harmless pacts

By E. P. Ahrens Jr.

Manager of Claims
Florida Power & Light Co

Miami

ALTHOUGH THE ARTICLE on hold-harmless clauses in your May 15 issue by
Ron Almquist is articulate | believe It IS misleading in several respects

While Mr Almquist is correct in stating that the hold-harmless agreementtransfers
liabillty from one party to another, it certainly does not, as he relates, have any effect
as to a claimant on the elements of contributory and/or comparative negligence,
contribution or indemnification under tort law Neither does it have the effect of
re. ieving a claimant from proving negligence

Perhaps there is a semantic problem here that simply requires Clarification If Mr
Almaquist is talking about exculpatory provisions in respect to a loss suffered by the
indemnitee, then he probably is correct The greater exposure, however, is related to
losses or Injuries to third parties and their rights under tne principles of tort law are
not affected

In the same vein, in enumerating the types of hold-harmless agreements, the one
which Mr Almquist describes as "suicidal" is again an exculpatory agreement not an
indemnity agreement As against the claims ofthird parties there is, to my knowledge,
no more comprehensive hold-hal mless agreement than the broad form

In describing the negotiable nature of such agreements, | feel Mr Almquist places
undueemphasis ontherelative bargaining strengths ofthe parties Whilethereis little
doubt that the indemnitee is more often in the role of the "heavy" and normally has
the bargaining edge (otherwise he would not be looking forward to the status of an
indemnitee), there are some strong arguments in favor of full indemnification of a
property owner who contracts for work or services to be performed on his premises

A mglor, if not the predominant, liability exposure for a property owner exists as to
the employes of the contractor Given the relationship between the contractorand its
own employes, as well as the control that the contractor has over the nature of the
wor K, the working conditions of the premises and the work practices ofits employes,
the contractor obviously is in the best position to minimize both the frequency and
severity of accidents The burden of a broad form hold-harmless agreement is clearly
an inducement to do so

Mr Almquist makes reference to the advancement by the 1ndemnitee of defense
costs and the absence of insurance covering the terms of the hold-harmless agree-
ment These are mere drafting problems and can be avoided both by proper composi-
tion and adequate insurance certification

In the latter connection, Mr Almquist states that "a policy of insurance and a
hold-hai mless agreement are both legal contracts t}-ey are mutually exclusive "
Tris is not necessarily true If an insurance certificate is signed by a properly autho-
rlzed representative of the insurance company and prc,vides for a contractural en-
dorsement protecting the indemnitee in accordance wr.h the terms of the contract
between the parties and therefore in accordance with the terms o f the hold-harmless
agieement, then the insurance company would have an extremely difficult time
avoiding the obligation it has undertaken through its certified adoption of the hold-
harmless agi eement

In fact, if a properly drafted certificate of insulance Dontaining no exclusions 01
exceptions foi the terms and conditions of the policy .tself is secured, there is no
need-and Indeed it may be to the disadvantages of the indemnitee to do so-to
"analyze carefully the terms" ofthe insurancepolicy Inny opinion,theexclusionsin
the contractual liability provisions of the compi ehensive habihty policy under these
conditions do not " |eave the indemnitor without insurance protection for assumed
liabilities and the indemnitee with a meaningless hold-harmless agreement "

Of course, the common-law and statutes of the many jurisdictions in the United
States vary considerably on this subject, and they must be referred to to determine the
law in the given state

Risk ManaSinial Mot€s

Safety of assets remains
fiduciary's key responsibility

reasons

By Warren, McVeigh, Griffin

a Risk management consultants

San Francisco

A

RECENT ARTICLE in the Wall Street

. Leaving South Africa would not help
biing about change

. Fiee tiade among all goveinmentsises-
sential to r# orld peace and prosperity

. Amet ican firms' presence in South

Jouinal refei i ed to some laboi unions' Africa has -lad a beneficial impact on pay,
sidered by the insurance buyer Indeed, the shifting pension lund investments as politi- working conditions, and other factors af-

buyer's most prudent course dictates rever- cal gestures Foi instance, the United Auto fecting blacks

Umbrella problems

sion to an occurrence form at the earliest Woi kers plan to i emove deposits flom

. Commeicial ielationships with other

possible time and "biting the bullet" for the banks with South African investments This nations should be determined by U S for-
A replacement umbrella or excess layer "buy back" period while "claims-made" article ends with the note "But unions eign policy, not the private sector

does not pror ide the reti oactivecor etage by protection was purchased
r ittue of being ""following form " Specific
recognition and additional premium will be

required to obtain retroactive coverage partner since 1974 with the Dinner Levison

. move cautiously, fearing possible legal lia-

Both sides of this issue as well as others

bllity | f their moves financially impair pen- have their vii tues, butthe factiemains thata

John P Folsom, CPCU, s an attoriev and sibn and othet tiust funds

fiduciary's first responsibility IS the safety

At the same time, A W Clausen, piesident of assets in his control, and the use of such

When this problem is compounded with a Co insurance brokeragefirm Alvin F John- and chief executive officer of Bank of assets to make political or other statements

change of the primary carrier, the gap son, a formet vp with Marsh & MeLennan, America defends his company's involve- may backfire, exposing the fiduciary to pos-
ment in South Africa by listing several sible legal .iability

created or pyramiding of premium Joined Dinner Levison in 1975



NOWTHEREISAN
E&O POLICY FOR

It's sad, but true. Even insurance com-.
panies need insurance these days.

To fill in gaps or supplement their rein-
surance treaties. To back them up so punitive
damages and excess limits judgements can't
wipe them out.

That's why Nati6nal Union recently intro-
duced Errors & Omissions Insurance for
Insurance Companies. With high limitsavail-
able to cover large awards, including punitive
damages, that can arise from improper claims
handling and adjusting, engineering, safety
inspection or loss c6ntrol operations.

National Union, a member company of
American International Group, was the first to
write this typeof policy. And the only company
willing to put its enormouscapacity behind
this much-needed coverage.

National Union,believes its E&O protee-.
tion is vital to any insurer's portfolio.

We welcome inquiries from any licensed
agent or broker. You don't have to be a
regular producer to place business with an
AlIG company

NATIONAL UNION FIRE INSURANCE =
COMPANY OF PITTSBURGH, PA:

Department A, 102 Maiden Lane, New York, N.Y. 10005

Please contact me about professional liability in-

surance for insurance companies.

Titlp Phnne

C.mpln 1'
AAR-O
Tilt. 7fr

A Member Companycf AmericaninternationalGroup
BSIN-7-189
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PE SPECTIVE

Effective

No-Fault Laws Now in

Existence

Essential

Court Challenge

State Date Medical Wage Loss Services Death Threshold and Reason
Colo. 4-1-74 $25,000 (plus $125/wk. $15/day $1,000 $500 & Yes, denial of
$25,000 rehabilitation) (52 wks.) (52 wks.) Verbal the right to sue
$5,000 / person / accident covering:
Conn. 1-1-73 Unlimited 85% of actual 85% of actual $2,000 $400 & Yes, denial of
loss loss Verbal the right to sue
$5,000 / person / accident covering (to $10,000 1-1-79):
Fla. 1-1-72 80% of 60% of actual 60% of actual $1,000 Verbal Property damage aspect
costs loss cost (recently rulec unconstitutional
tightened) in 1973
Aggregate Limit of $5 000 covering:
Ga. 3-1-75 $2,500 $200/wk. $20/day $1,500 $500 & None
(85% actual loss) Verbal
Survivors receive what victim would have
Aggregate Limit of $15,000 covering:
Hawaii 7-1-74 Unlimited (including $800/mo. $800/mo. $1,500 Floating & None
rehabilitation) Verbal
Kan. 1-1-74 $2,000 (plus $650/mo. $12/day $1,000 $500 & Yes, a variety
$2,000 rehabilitation) (1yr) (1yr) Verbal of reasons
Survivors receive $650/mo.& $12/day (1 yr.)
Aggregate Limit of $10,000 covering:
KY. 7-1-75 Unlimited $200/wk $200/wk. $1,000 $1,000 & Yes, passive acceptance, but
Survivors receive up to $400/wk. Verbal active rejection needed. (Resident
can reject no-fault)
Mass. "1-1-71 $2,000 $2,000 (75% $2,000 (75% $2,000 $500 (talk of raising Yes, property damage
actual loss) actual cost) this to $1,000) coverage repealed in 1976
Mich. 10-1-73 Unlimited $1,000/mo. $20/day $1,000 verbal Yes, parts unconstitutional,
(adjusted discriminatory rate structure
annually) and no mechanism for challenge
$10,000 for other benefits covering:
Minn. 1-1-75 $20,000 $200/wk (85% $15/day $1,250 $4,000 & None
actual loss) Verbal
Survivors receive up -0 $400/wk.
Aggregate Limit of $1 C,000 covering:
Nev. 2-1-74 Unlimited (including $175/wk. $18/day $1,000 $750 & None
rehabilitation) (104 wks) Verbal
Survivors: not less than $5,000 and not more
than victim would have received in one year
N.J 1-1-73 Unlimited $100/wk. $12/day (up to $1,000 $200 & None
(1yr) $4,380 / person) Verbal
Aggregate Limit- of $50,000 covering:
Ny o174 Unlimited $1,000/mo. (80% $25/day $2,000 . Verbal Yes, denial of
(amended 12-1 -77) of actual- loss) (1yr.) (additional) the right io sue
Aggregate Limit of $15,000 covering:
N.D. 1-1-76 Unlimited (including $150/wk. $15/day $1,000 $1,000 & None
rehabilitation) Verbal
Survivors receive: up- to $255/wk.
Pa. 7.19-75 Unlimited (including Limit of $25/day $1,500 $750 & Yes, denial of the right to sue.
rehabilitation) $15,000 (1yr.) Vefbal (Case brought prior to enactmentof
Survivors receive up-to $5,000 law)
Utah 1-1-74 $2,000 $150/wic (52 wks) $12/day $1,000 $500 & Yes. question'of whether workman's
(85% actual loss) (365'days) » Verbal comp or no-fault benefits should

Mergers...

Continuedfrom page 29

objectives of creating uniform pension ben-
efits throughout the corporate structure.
Uniformity facilitates intercorporate trans-
fers by ensuring that benefits will be identi-
cal and permits coordination of the plan
provisions with other corporate benefit
programs such as group life and long term
disability.

However, there are Often sound reasons
for departing from a policy of uniform
benefits. Geographic differences may dic-
-.ate different benefit levels, or a benefit
practice unique to the acquired. division
may require that the acquisition's plan be
adopted without-modification. Where these
considerations prevail, adoption and con-
rinuance of the acquired company's plan

Survivors receive add tional $2,000

solely for its employes may present prob-
lems in -maintaining the plan's qualified
status unless it can be demonstrated that the
plan meets the nondiscriminatory coverage
requirements 6f the Internal Revenue Code.
A merger of the acquired company's plan
into the acquiring company's plan will in
many cases offerthe greatest flexibility with
a minimum of financial liability. If the plan
is merged into a plan in which the benefit
level for service. after the merger is equal to
or greater than the prior benefit level'and if
the same employes are covered, the surviv-

ing plan and trust will remain qualified and-
this will _ not constitute a termination for

either PBGC or IRS purposes.

ERISA requires a guaranty of benefit se-
curity which must be met at the :ime of
merger or consolidation of plan assets. It
provides, under Section 208, that in the
event of a merger or con-solidation of qual-

ified plans, or the transfer of the assets or
liabilities from one plan. to another, each
participant must be entitled to receive a
benefit immediately after the merger, con-
solidation ortransfer (as if the plan had then
terminated), -which is equal to or greater
than the benefit that would have been pay-
able. immediately before the merger, con-
solidation or transfer (as ifthe plan had then
terminated.)

Section 208 created. a. significant road-
block to most pension plan mergers because
literal compliance was impossible unless
both plans- -were .100% funded. However,
proposed IRS regulations implementing
this section provide that when plans merge,
it is. not necessary to . prepare a special
schedule of actual benefits under Section
4044 of ERISA for the pre-merger. and
post-merger plans. (This would have re-
quired complicated calculations - at great

expense.)

be primary payment

Rather, the regulations require the special
schedule only if the successor plan is termi-
nated or spun-off within five years after the
merger. It is sufficient to maintain the data
needed to prepare such a.schedule should
there. be a later termination or spinoff. An
enrolled actuary must certify at the time of
the merger, however, that sufficient data is
available to prepare the schedule.

,- The corporate decision maker should in-
sist that his legal and actuarial advisers pro-
vide a-clear -and understandable, explana-
tion of the options available and their cost
implications before final decisions are made
on the disposition of any qualified plans in-
volved in the acqquisition. .

Mlies Margady, a consultant in the-Nele
York office of AS. Hansen Inc., has a law
degree from the State Universitv School or
Law in Bidalo and a masters of law degree
in taxation from New.York University-



Sar-Cheshmeh
isn't your
run-of~the-mill
mining town

for our specialists-on-the-spot,
the uncommon is commonplace

Sar-Cheshmeh is in rugged, mountainous
terrain 6oo miles southeast of the Iranian
capital of Tehran. And well worth the trip if
you want to see history in the making. The
Ralph M. Parsons Company is there, working
with the Iranian government to engineer and
construct one of the world’s largest copper
mining projects. Swett & Crawford Group is
there, too, working with Parsons’ broker,
evaluating such insurance considerations as
earthquake, flood and windstorm potential.
Arranging international coverages, especially
in the London market, Providing blanket
builder’s all risk insurance for Parsons and

its subsidiaries.

No, Sar-Cheshmeh isn’t your run-of-the-mill

)

mining town. But Swett & Crawford Group

D r L . = A1+ ™ YWy e

than 50 years of experience, the Group is
renowned for its ability to sell, service, insure
and reinsure large and unusual commercial
risks—in the fields of energy, transportation,
construction and manufacturing. Swett &
Crawford Group: a unique combination of
capabilities and organizations working
together to serve the domestic and
international insurance and reinsurance fields.

For more information about Swett & Crawford Groap write our
President, Mr. W. E. W. Fellows, 4201 Wilshire Boulevard, Los Angeles
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Sheltering life insurance” Bewa re estate taxes

By JOSEPH S. ROBINSON
Attorney-at-Law

EXECUTIVES WHO have built
up sizeable personal estates and
who are provided with substantial
group life insurance often seek

ways of removing the death pro-
ceeds from their estate. They
should be reminded that the estate
tax consequences of such insur-
ance supplied by their company
depends on whether the employe
had retained any rights in the in-

surance policy. If the employe
could change the beneficiary, get
the cash surrender value (if any), or
if he in fact transferred the policy
within a three-year period before
his death, the tax collector almost
certainly will try to nail the estate
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benefit tax slants

for the full insurance proceeds.

In a recent situation, one execu-
tive adopted the strategy ofassign-
ing his interest in a group life insur-
ance policy to an irrevocable trust,
with the proceeds payable to spe-
cific beneficiaries. IRS ruled that
the transfer was not a taxable gift.
However, the employer's later pay-
ments of policy premiums were
considered a taxable gift by the
employe which qualifies for the
$3,000 annual exclusion. (Rev. Rul.
76-490)

Keeping in trim

You are not entitled to a business
deduction for a health club mem-
bership, even though your em-
ployer requires you to stay in ex-
cellent physical condition. That's
the gist of an IRS ruling barring a
write off by a member of a police
department. (Rev. Rid. 78-128).

Payment on termination

Suppose a long-time employe
has a contract with his firm for a
$2,000 payment upon termination
of employment. Actually, the firm
hands him $30,000 when he leaves.
Query: Can he treat the $28,000 ex-
cess over the agreed amount as a
gift? No, says the Tax Court. This
was compensation with a business
purpose... deductible by the
company but taxable income to
the employei (Ruestow, TC Memo
1978-147).

Hedge agreements

While the IRS ruled favorably on
hedge agreements covering disal-
lowed salaries, ithad no official po-
sition on hedge agreements cov-
ering any other disallowed pay-
ments. Thus, local IRSofficeswere
free to decide for themselves how

Brown Brothers Adjusters... the problem solving specialists.

Our special assistance service
can unscramble your
adjusting problems.

We have over 150 adjusters who can
make sense out of your problems in
a variety of ways: with full-time serv-
ice, partial investigation, temporary
assistance, special risks or self-
insureds. We're as flexible as you
want us to be, anytime, anywhere, in
our seven Western states. Call Brown

Brothers Adjusters for your next ad-
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- ~BH Brown Brothers Adjusters S

Home Office: 545 Sansome Street, San Francisco, CA 94111 - (415) 392-2825
TELEX: San Francisco-34-472 - Honolulu-63-4266. Los Angeles-67-234

justing puzzle.

to treat hedges covering disal-
lowed travel and entertainment ex-
penses, etc.

But now the IRS has issued rul-
ings that allow the sole owner of a
corporation and each of two equal
owners of another corporation to
take a business-expense deduction
"for the year in which, pursuant to
an enforceable legal agreement, he
repays T&E expenses disallowed
as deductions to the corporation.”
(Letter Ruling 7811004, 7811005).

Congressional perks

Anyone who thinks that execu-
tives live high on the hog through

generous fringes ought to take a
look at some of the add-ons al-

lowed congressmen. Here are
some of the latter's perks that re-
main untaxed: A staffallowance of
over $250,000 a year for representa-
tives, $900,000 a year for senators;
free medical treatment and access
to low-cost military hospitals; 32 to
40 free round trips to the home
state; fact-finding junkets; inex-
pensive meals in the subsidized
House and Senate dining rooms.
Members of Congress also get an-
nual allowances for communica-
tions with their constituents (over
$25,000 a year), plus the franking

privilege which lets them send
their mail free.

Late penalty

Under Internal Revenue code
section 6652(f), a $10 per day delin-
quency penalty is imposed for the
late filing of the IRS annual return/
report of employe benefit plans,
Forms 5500, 5500-C, and 5500-K. In
Announcement 78-23,1978, the IRS
stated that these penalties will not
be assessed against any return re-
ceived before Aug. 1, 1978. This de-
lay applies to all 1975 and 1976 re-
turns and to any 1977 return other-
wise due before July 31, 1978.

INn those situations where tax-
payers had received proposed pen-
alty letters or had already paid
penalties for late filings, the release
indicated that the IRS will auto-
matically make adj ustments and
isEsue refurnds._ _

Midwife payments

A new Maryland law permits
nurse-midwives to be reimbursed
by health insurers the same way
physicians are for home and hospi-
tal deliveries. Believed to be the

most liberal in the country, the law
forbids insurers from requiring
that the nurse-midwife be under

the supervision or orders of a
physician.

Get Ahead

With Money

Saving ldeas
From BUSINESS

INSURANCE.

For Just
$15 YOU'll
Get Your

Own Persona |
Copy.

business insurance
740 N. Rush St.

Chicago, 111. 60611
312-649-5200
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«Self insurance has reduced our workers'
comp costs 20% here at Ryden"

"About two years ago we convinced
management that one way to curb our
increasing workers' compensation costs
was self- insurance. That decision has
certainly paid off- we estimate that it
has saved the corporation a good 20%
compared to what commercial cover-
age would have cost.

"One of our biggest concerns is ef-
fective loss control, and ESIS has as-
sisted us greatly in this effort. They've
designed a computerized loss control
program which will enable us to better
analyze and reduce our losses. And be-
cause ESIS has service offices through-
out the country, our more than 200

claims handling service.
"Self insurance imposes its own
kind of positive discipline on a corpora-

tion. For Ryder System, the results have
been well worth the effort.»

More and more risk managers like
Al Deg€ are turning to ESIS. Why 2
ESIS is the leading administrator of
self-insurance programs in the U.S.
ESIS provides all the administrative,
claims handling, loss control and statis.
tical reporting fnctions normally per-
formed by an insurance carrier. To find
out how ESIS can help your company's
self-insurance program, write to us or

ESIS Profiles:

Risk management's
new breed.

Albert G. Deg6
Corporate Insurance Manager
Ryder System, Inc.

An INA Corporation Company
4050 Wilshire Blvd.. Los Angeles. CA 90010
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info for buyers

. Are You Paying a Premium For
Your Insurance? A new book-
let from Nordstrom Larpenteur
Agency will help you find the an-
swer. For a free copy write Nord-
strom Larpenteur, 1300 Northwest

Financial Center, Minneapolis,
Minn. 55431.

. Are you considering building a
shopping mall? If the answer is
ves, you might want a brochure
from Nordstrom Larpenteur enti-
tled Mall Insurance: What to buy,
types of coverage, the right agen-
cies and the pitfalls. For a free copy
write Nordstrom Larpenteur, 1300
Northwest Financial Center, Min-

neapolis, Minn 55431.

. New Concepts in International
Employe Benefits is a brochure
briefly summarizing the people

and products of American Interna-
tional Life Assurance Co. Free cop-
ies are available by writing L. D.
Phillipps, International Benefits
Coordinator, American Interna-

tional Life Assurance Co. of New

York, 102 Maiden Lane, New York,
N.Y. 10005.

. A new program providing inter-
national benefits foras few as three
employes working overseas, Third
Country National Group Trust, is
described in a promotional booklet
from American International Life
Assurance Co. For a free copy
write L. D. Phillipps, International
Benefits Coordinator, American
International Life Assurance Co.,
102 Maiden Lane, New York, N.Y.
10005.

= Are you a security and protec-

tion officer of a financial institu-
tion?Theinsuranceandprotection
division of zhe American Bankers
Assn. has published Computer Se-
curity Guide for Financial Insti-
tutions with you in mind. The
guide presents an overview of the
major issues, threats and solutions
to a wide variety of EDP security
problems. The cost of the 74-page
publication is $12.50 for members
and $15 for non-members. Order
#212400 from Order Processing,
American Bankers Assn., 1120
Connecticut Ave., N.W., Washing-
ton, D.C. 2C036.

. Insuring Business Risks in Can-
ada is a book by Geoffrey R.E.
inmn Nnonmn-

Bromwich writtenm

technical language of the adminis-
trator of a medium-sized firm or a
part-time risk manager. It gives
pointers on handling an insurance
program, safety features and pit-
falls when presenting a claim.

There are sections about different

kinds of jnsurance companies,

HMO
SWEET
HMO

HMO? Health Maintenance Organization. It is
a health care plan that offers employers and
employees an alternative to existing group

insurance programs.

HMOs

can provide quality health care

at a reasonable cost. This is one of the

reasons why Prudential actively supports the
HMO concept.

HMOs provide broad coverage for
services when you need them in or out of
the hospital and at minimum out-of-pocket
cost. HMOs embhasize health education,
preventive care and outpatient treatment.
Outpatient treatment is less expensive
than hospital treatment and, in many cases,
can be medically more appropriate.

We want your Info

Business Insurance will publish an expanded Info for Buyers
section in the September 18 issue emphasizing excess/surplus
lines. Readers will be able to request Irfo for Buyers items by filling

out a convenient reader service card bound into the issue. If you
have a brochure dealing with excess/surplus lines, special risks
or other topics of interest to risk managers and employe benefit

executives, send us a copy for consideration for the September 18
issue. Write Merrill Saltzman, Business Insurance, 740 N. Rush St.,

Chicago, 111. 60611 orcall 312-649-5277. Deadline for consideration
of Info for Buyers items is September 1. All items that are available
free or for a modest cost (less than $15) will be considered.

how to read a policy and insurance
terms. Cost of the book is $3.50.
Write International Self-Counsel
Press, 306 West 25th Street, North
Vancouver, British Columbia V7N
2G1.

. A new manual, combining avail-

By making HMO membership available to
employees, employers may receive benefits
of their own improved morale, lower
absenteeism, and less rapidly rising costs.

Prudential has a managerial role in four
HMOs the South Shore Health Plan and

Central Essex Health Plan in New Jersey,

Prucare in Texas, and the Rhode Island Group
Health Association.These HMOs have

already helped thousands receive the health

care they need.

Prudential is in the business of serving
people.When an idea comes along that
can help people, the Rock puts its weight
behind it. HMO an alternate health care

plan you can feel right at home with.

(* Pn,dentmi

Grouplnsurance

able information along with analy-
sis and explanations of workers
compensation, is now available
from RIMCO. The manual is writ-
ten in layman's language and de-
signed for use by insurance buy-
ers,agents. underwriters and audi-
tors Cross-referenced with both.
numerical and alphabetical list-
ings, the manual contains rules
classifications and interpretations
for all states except monopolistic
fund states. For a free brochure
describing this $75 manual write
Will.am Beck, RIMCO Inc., 1030C
Norh Central Expressway, Suite
180, Dallas, Tex. 75231.

. The Merritt Co., publisher of
reference manuals, services and
study and training aids for insur-
ance and business managers, has
available a four-page brochure
describing all its products and ser-
vices. For a free copy write The
Mer. itt Co., 1661 Ninth Street,
Dept. 30, PO Box 955, Santa
Monica, Calif. 90406.

. Bank risk and insurance matters
are the subject of Schedule of
Bank Insurance, a revised publica-
tion from the American Bankers
Assn. It provides descriptions of
various insurance policies and
bonds used by banks. There is
space to record the bank's cover-
ages to serve as reference to the
trustees, directors, managers and
examiners. The schedule costs $5
for one copy or $3.50 each for 11

copies or more. Write ABA, Order
Processing Department, 1120

Connecticut Ave., N.W., Washing-
ton, D.C. 20036.

. A brochure outliningaspectrum
of earthquake risk analysis and
loss control programs is offered by
Seismic Engineering Associates
Ltd. For a free copy write James
Lord, president, Seismic Engi-
neering Associates Ltd., 1010
Westwood

Boulevard, Los

Angeles, Calif. 90024.

= John Eastern Co. Inc., insurance
adjusters, has available a 24-page
promotional brochure describing
their services. For a rree copy write
Don Johns, president, Johns East-
ern Co. Inc., PO Box 4175, Sara-
sota, Fla. 33578.

. The World Trade Center Direc-
tory of Insurance supplement list-
ing cf allthe insurance companies,
agencies and brokers that have
moved into the center in the last
year is available free. Write George
L. DeVictoria, World Insurance
Group, One World Trade Center-
63S, New York, N.Y. 10048.

= If you ever tried to locate a UAC
adjuster in the case of fire, auto ac-
cident, catastrophe or other losses,
you may find the Underwriters Ad-
Justing Co. revised 1978 directory
just whatyouneed. Copies are free.
Write Underwriters Adjusting Co.,
Marketing Department, 80 Maiden
Lane, New York, N.Y. 10038.

. A special report entitled A Prac-
tical Approach to Pension Invest-
men:s is available from Kwasha
Lipton. For a free copy write Dept.
M, Kwasha Lipton, 429 Sylvan
Ave. Englewood Cliffs, N.J. 07632.



legal brief

Builder's policy didn't
terminate on completion

A TENNESSEE APPELLATE
court has refused to. excuse an.in-
urer from liability under a
builder's risk policy fuling that the
policy had not been terminated
under its terms.

The Cherokee Insurance Co.
TCherokee) assumed liability
under a policy of builder's risk in-
surance issued by another insurer
to a construction company. The
policy covered an extensive com-
plex of condominium apartment
buildings. In 1974 fire destroyed
one building ofthe complex which
had been substantially completed
except for the installation of car-
pet, wallpaper and other decora-
tive items. The policy had no fixed
termination date for it encom-
passed many buildings which were
added to the policy when construe-
tion was begun and removed from
the policy when construction was
completed and title transferred to
the permanent owners.

Cherokee brought this suit
against the insurer of the perma-
nent owners seeking to have a de-
termination as to which insurer
was liable for the loss of the build-
ing. The trial court held that
Cherokee was liable.

On this appeal, Cherokee argued
that since the building was sub-
stantially completed this served to
terminate the builder's risk cover-
age which was issued for protec-
tion during the period 6f construe-
tion. The court noted that the lan-
guage of the policy set out several
possibilities as to when coverage
ceased: when the interest of the as-
sured ceased; or when the property
had been accepted by the owner; or
when the property had been oc-
cupied; or when the policy had ex-
pired or been cancelled.

Consequently, the court con-
cluded that the issue ofcompletion
was immaterial given the terms of
the policy. Cherokee was held li-
able for the fire damages. Cherokee
Ins. Co. v. US. Fire Ins.Co., Court
of Appeals of Tennessee, July 1,
1977, certiorari denied by Supreme
Court, Dec. 15, 1977. (BlI/01/Ju.-$4).

Faulty Construction

The Supreme Court of Min-
nesota has ruled that the settling of
in apartment building because of
Faulty construction, which, at
most, only involved negligence,
Nas an "occurrence”™ within the
terms of a liability insurance policy
issued to a construction company.

Terrace Enterprises Inc. (Ter-
race) and Doerfler Construction
Co. Inc. (Doerfler) were corpora-
tions under the sole ownership and
control of Virgil Doerfler. Terrace
secured a construction loan to fi-
nance the building ofan apartment
complex. Terrace contracted with
Doerfler to construct the complex.
Doerfler retained the excavation
and carpentry work but hired sub-
contractors to aid in the construe-
tion. A testing and engineering
laboratory was engaged to test the
soil at the site preparatory to con-
struction.

The laboratory recommended
that the project be stopped or
slowed until the soil conditions
improved for laying the footings
and the foundation. It also recom-
mended that certain procedures
should be undertaken because of
the need to protect the soil and
concrete from freezing. Doerfler
proceeded with construction;
however, the building settled and
threatened to collapse. Remedial
work was performed costing
$37,000.
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"Where is the Real Madison Avenue??

The real Madison Avenue is where actuaries, data processors, claims administra-

tors, attorneys, and others are buying their professional liability insurance.

1n this era when providers of services are being held increasingly liable for

accuracy and legality of their services, professional liability insurance can no

longer be viewed as a luxury. On the contrary, E&O coverage is becoming an
absolute necessity.

If you are interested -in competitive rates for any line of E&O coverage, please

The abstracts published in this
column were prepared by Cases
Unlimited Inc., Evanston, lll.

After completion, Terrace sued
Doerfler to recover these addi-
tional expenses. Doerfler tendered
the defense of the suit to its general
liability insurer, Ohio Casualty In-
surance Co. (Ohio). The insurance
policy covered "occurrences”
which were. defined as "an- acci-
dent, including injurious exposure

Continued on following page

allow the Brougher Agency, Inc. to provide you a no cost quote.

Incidentally, Madison Avenue is the main thoroughfare of Greenwood, the city
that recently put Indianapolis on the Map.

Brougher Agency, Inc.

188 S. Madison Avenue

Greenwood, Indiana

Telephone 317 888 3531
Telex/TVWX 810 260 2230

TheROYAL

It can provide your
company with complete
insurance coverage in

more than 161anguages

and 85 countries.

Royal-Globe is part of an
international insurance
group with 750 offices
worldwide. Thus we can
offer local, on-the-spot ser-
vice when and where you
need it.

If your organization is
multinational, you know
how valuable that can be.

Royal-Globe affords you
an 6pportunity to improve
the quality of your

globe-

corporate insurance
program.

Your independent agent
or broker can arrange your
international insurance
coverage with Royal-Globe,
tailored to your precise
requirements.

Or contact us for com-
plete details. Royal-Globe
Insurance Companies, 150
William Street, New York,
N.Y. 10038. (212) 732-8400.

Royal-Globe Insurance Companies, for unrivaled service here and abroad.
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legal brief

Continued from preceding page
to conditions, which results . . in
. property damage neither ex-
pected nor intended from the
standpoint of the insured.” Ohio
declined representation asserting
that the policy did not provide
coverage for the damages alleged.
The trial court ruled against Ohio.
The appellate court concluded
that although Doerflel- was aware
of the freezing conditions, it had
taken precautions that failed to
adequately protect the soil and
concrete. While such conduct was
perhaps negligent, the court em-
phasized,
tentional.
Thus, the court believed that the
settling was an "occurrence”

it was not reckless or in-

within the terms of the policy and

required Ohio to defend the suit.
Ohio Cas.Ins.Co. v. Tel-race Enter-

prises hic. Supreme Court of Min-

IS 11411 CO* fdgi

nesota, Aug. 26, 1977, reheaTing
denied Jan. 4, 1978. (B1/02/Ju.-$4).

Bankers blanket bond

This suit, brought by a bank
against its insurer under a bankers
blanket bond,
$2.6 million in losses sustained by

the bank on a series of ship loans.
A federal district court ruled that

involved more than

the fact that an attorney/board
member o f the bank was not hired
by a formal resolution of the board
of directors, would not preclude a
finding that the attorney was re-
tained by the bank as their ship
loan counsel and was thus an em-
ploye within the meaning of the
bond.

The Midland Bank & Trust Co.
(Midland) was covered under two
bankers blanket bonds issued by
the Fidelity & Deposit Co. of Mary-

/ ir rwely/ 420le ., 20/ bmil ¢ th, f

land (F&D) with primary coverage
of $750,000 and excess coverage of
$1 million. Both bonds indem-
nified Midland against any loss
sustained through any "dishonest,
fraudulent or criminal act” of an
employe. Midland incurred sub-
stantial losses because of actions,
over a two-year period, of its presi-
dent and an attorney member of
the board of directors.

A long series of loans, arranged
by the attorney and placed by the
president with Midland. involved
knowingly listing renewal loans as
new loans and then assuring the
board there were no delinquen-
cies; authorizing unsecured ship
loans in direct violation of board
instructions, and knowingly mak-
ing false reports, oral and written,
not only to their fellow directors
but also to the state banking de-
partment.

F&D rejected a claim on the
bonds asserting that the attorney
was not an attorney employed by
Merchants for he was never paid a
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fee and thus was never retained by
the bank to perform legal services.
However, the court believed that
the absence of a fee did not neces-
sarily negate an employment rela-
tionship of an attorney-client.

Thus, the court held that, under
the facts of this case, the attorney
was in fact retained by Merchants
to perform legal services and was
an employe of the bank within the
meaning of the bonds. Finding the
losses were sustained by Mer-
chants because of the dishonest
and fraudulent acts of both the
president and the attorney, the
court held F&D to the total cover-
age of both bonds in the amount of
$1.75 million. Midland Bank &
Trust Co. v. Fid. & Deposit Co. of
Md.,United States District Court
for the District of New Jersey,
Sept. 29, 1977. (BI/03/Ju.-$4).

Occurrence" defined

Does "occurrence," as defined in

liability insurance policies, apply
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DOES YOUR AVIATION POLICY
HAVE SKELETONS IN ITS CLAUSES?

You thought your policy had all the

bases covered. But you find out by is large or small,

accident about limitations in some
of the clauses. What do you do now? to make an honest assessment of
This possibility would never your needs, and deliver the kind of

hauntyou ifyou were insured a a | coverage that keeps you in
with Associated Aviation Un- 7 the clear. Call your agent or

derwriters.

ATLANTA,

CHICAGO

Whetheryour aviation exposure

you can depend on

Associated Aviation Underwriters

Associated Aviation Underwriters
90 John Street, N.”/, N.Y. 10038

DALLAS DENVER

DETROIT

KANSAS CITY LOS ANGELES

4 | broker today for the full story.

SAN FRANCISCO

only to damages resulting fi-om
negligence? A federal district court
has ruled that, in the absence of
any explicit language to the con-
trary, an "occurrence" limitation
of an insurance policy applied
equally to damage resulting from
acts of negligence or from a breach
of contract.

This case was originally brought
by a utility against the Ecodyne
Corp. for damages allegedly result-
ing from a failure in design as well
as from utilization of inadequate
materials in two cooling towers.
The suit was based upon breach of
contract. Ecodyne was covered
under certain insurance policies
issued by American Motorists's In-
surance Co. and Lloyd's of Lon-
don. Ecodyne claimed that the
policies protected it against the
utility's claims and had the insur-
ance companies brought into the
suit.

The policies applied to "occur-
rences" during the policy period.
"Occurrence"” was defined as "an
event or continued repeated ex-
posure to conditions which result
in injury or destruction during the
term of this policy." The insurance
companies sought to be dismissed
from the suit.

In reading the language of the
policies, the court pointed out that
no distinction was made between
contract or tort coverage. Thus, the
court concluded that both negli-
gence and tort liability were
covered.

Nevertheless, the court dis-
missed the insurance companies
from the suit because there had
been no showing that the damage
here stemmed from an "occur-
renee." Gulf States Ultilities Co. v.
Ecodl/ne Corp., United States Dis-
ti-jet Court for the Western District
of Louisiana, Dec. 15, 1977.
(B1/04/Ju.-$4).

Dental care exclusion

The Supreme Court of Vermont
has ruled that the treatment of a
malpositioned jaw did not fall
within an exclusion for "dental
care and treatment” in a group
medical care policy even though
the work was performed by a den-
tist. The court concluded that as
the exclusionary clause in the pol-
icy was susceptible to two different
meanings, it was bound to adopt
the construction most favorable to
the insured.

Melanie A. Simpson was insured
under an employe group medical
care policy issued by State Mutual
Life Assurance Co. of America
(State Mutual). The policy ex-
cluded coverage for "dental care or
treatment” except for treatment
for the repair of damage caused by
accidental bodily injury. Ms.
Simpson consulted a physician
because of certain symptoms. The
physician diagnosed her condition
as caused by an uneven tension in
thejawmusclesand referred her to
a dentist.

The dentist confirmed the diag-
nosis and treated Simpson with
medication and the installation of
an oral prosthetic device. Simpson
submitted a claim, including
$3,150 for the dentist's services, to
State Mutual which rejected it.
Simpson sued and recovered a
judgment against the insurer.

The court believed that the
phrase "dental care and treatment”
was susceptible of a number of
constructions from a restrictive to
a broad definition. Thus, the court
adopted the construction most
favorable to Simpson by holding
the treatment did not fall within
the exclusion. Simpson v. State
Mut. Life Assur. Co. of Am.,
Supreme Courtof Vermont, Dec. 6,
1977.(Bl/05/Ju.-$4)

(Copiesoftheentiredecisionmay
be obtained by sending a check for
84 made out to Cases Unlimited to
Business Insurance, 740 N. Rush
St., Chicago, Ill. 60611. Please list
the number for each opinion.)



Con Ed program...

Continued from page 1
provide liability insurance for pub-
tic utilities.

Lloyd's and several other British
companies insure Con Ed for an
additional $19 million in excess of
the AEGIS limit, Mr. Collins said.

The third layer of coverage,
which provides $30 million liabil-
ity coverage in excess of $20 mil-
Lion, is shared by Lloyd's, Ameri-
can Sentinel, Lexington Insurance
Co., American Home Assurance
Co. and Northeastern Fire Insur-
ance Co., Mr. Collins said.

INn addition, the utility self-
insures $500,000 of the coverage.

Because of the blackout last
year, Mr. Collins said Con Ed lost
the $30 million blackout or brown-
out coverage in excess of $20 mil-
lion when the policy was renewed
in January. Con Ed is now insured
for only $20 million for interrup-
tions of service.

Under the utility's tarriff (the
compilation of rules and regula-
tions for providing service), Con
Ed is not liable for losses resulting
from service failures caused by
ordinary negligence or causes
beyond its control: However, if the
courts find that Con Edison was
willfully negligent or grossly neg-
ligent, the utility could be held li-

able for the losses.

Court decisions

It is conceivable then that the
utility's liability could be limited to
zero, according to a Con Ed
spokesman. The spokesman said it
is normal for utilities not to be held
liable in cases of ordinary negli-
gence.

In small claims courts, in Man-
hattan and Brooklyn, however, 19
cases have been decided against
the utility without proving gross
negligence. Judge Myriam Altman
of Manhattan civil court ruled that
the utility would be held liable un-
less Con Ed proved that it wasn't
negligent.

The Con Ed spokesman said the
judge's ruling skipped the issue of
gross negligence. Con Edison is
appealing the 19 small claims court

The appeals court decision,
which is expected by the end of
this year, could have bearing on fu-
ture court decisions in larger cases,
according to Howard B. Weinreich,
an attorneyin the Bronx, N.Y., who
has filed "friend of the court”
briefs in small claims court.

Those larger cases are 157 law-
suits asking for a total of $26 mil-
lion and four class action
suits brought for more than $10
billion.

Ofthe 19,000 damage claims filed
for by customers of the utility, 112
were tried. Of 112, 57 were discon-
tinued or dismissed, 36 were in

favor of Con Edison and the re-

maining 19 were againsttheutility.

Class action suits

One of the class action suits,
brought by a chain of men's
clothing stores, asks for $306.7
million in damages from Con Edi-
son and New York City for mer-
chants whose stores were looted.

When the lights went out last
year for almost 25 hours, riots and
looting erupted, which eventually
cost the city $120 million, accord-
ing to a comprehensive study pre-
pared by the Library of Congress.
Total social cost, including dam-
ages from looting and rioting, vari-
ous emergency services, repairs,
cleanup and replacement, cost
$136.8 million, according to the
study.

The federal study calculated that
economic losses in utility costs,
spoilage and other government
costs amounted to $172.7 million.

Since the blackout, Con Ed has
taken several steps to improve its

services and prepare better for
emergencies. The improvements
have been made at the cost of $10
million.

Although the utility first claimed
that the blackout resulted from an
"act of God," several of the im-
provements have been made to
correct mistakes that others charge
led to the blackout last year on a
warm summer night.

The utility added supervisory
personnel to monitor the transmis-
sion cables and repaired a long-
broken tieline into New Jersey to
allow the utility to tap Jersey
power during a crisis. In addition,
Con Edison installed warning
lights in Manhattan to warn of slow
current from Upstate New York
and a storm watch system so that
the bulk of power can be drawn
from within New York City rather

thhrharm uUgpstate . -
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CRAVENS, DARGAN AND COMPANY

Pacific Coast of lllinois, Inc.

Risk Underwriters with

inNnovative ideas

servicing the Midwestern States

Contact: Bob Haney or Paul Feldsher

Cravens, Dargan and Company, Pacific Coast of lllinois, Inc.

Sears, Tower, Suite 5730
233 South Wacker Drive

Chicago, lllinois 60606
(312) 876-0262

Telex: 254279

A NEVW PREMIUM
MANAGEMENT
PROGRAM

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

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

of stop losses needed for
catastrophe protection.

A new service we now provide to:

RISK MANAGERS who are genuinely
concerned about an equitable and

understandable premium allocation,
and

FINANCIAL OFFICERS who can't
wait six months after a policy year
to get risk costs into the cost of
producing a product.

c[imurate
systems

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

Or Phone: 800 858-4160 - Toll free from outside the State of Texas

(from Texas call 806 376-4223)

CorporateSystems Australia,--Holland House," 492 St. Kilda Road, Melbourne Australia
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Ford's insura

Continued from page i

rupture on even minor impact,
greatly increasing the risk offire in
an accident. Both Ford and Mr.

Grimshaw are appealing the

award.

Ford says in the lawsuit it filed
herethattwoothercaseshavebeen
filed against it asking $10 million in
punitive damages, while a third
asks for 5% of the company's net
worth as of Dec. 1, 1978. Mean-
while, two young girls were burned
to death last month in Ohio in an
accident resembling the Grim-
shaw case in California.

Ford's suit asks the California
courts to decide'whether 50 of its
insurance companies must pay for
the punitive damage awards. The
automaker says that its insurers
have already informed the com-
pany that they will not cover the
punitive damage judgments. The
insurers could be arguing that the
Grimshaw case shows the award
was made against an intentional
act and intentional acts are not
covered by insurance policies.

A spokesman for the Ford Motor
Co. declined to clarify several de-
tails in the documents filed with

REINSURANCE
CLAIM PROBLEMS?
TRY US

John J. O'Connor

& Associates

Claim/Exposure Consultants
Casualty Insurance/Reinsurance

11 PARTRICK LANE
WILTON, CONNECTICUT 06897
PHONE: (203) 762-9564

Materials sent on Request

President John J. O'Connor,

B.A,L.L.B., 1.1.A.
MATERIALS SENT ON REQUEST

If you need

nce

the court. "Because the case is

pending, we prefer not to reveal de-
tails- of our .insurance coverage,”
the spokesman said. However, an
appendix attached to the Ford law-
suit here gives a detailed account
of the company's automobile
product liability insurance pro-
gram from the early 19705 to the
present program which will expire
on Dec. 15.

Ford carried a $1 million reten-
tien for product liability claims
from April 1, 1969, until Dec. 15,
1975, aceording to the court docu-

ments.

A $1 million insurance policy
over the self-insured retention was
provided by Lloyd's of London
and 10 other foreign insurers from
Jan. 15,1970, until Jan. 15.1972. At
that time The Home Insurance Co.
assumed the role as Ford's first ex-
cess policy insurer, a role it con-
tinued under two separate policies
until Dec. 15, 1976. The first Home
$1 million policy was in force from
Jan. 15, 1972, until Dec. 15, 1975.
The second policy was for one year
from Dec. 15, 1975, until Dec. 15,
1976.

$4 million layer

Lloyd's and 11 other foreign in-
surers provided a $4 million layer
of insurance above the $1 million
Lloyd's policy from Jan. 15, 1970,
until Feb. 14, 1973. That policy was
succeeded by a $4 million layer
provided by Lloyd's, Turegum In-
surance Co. and two American ex-
cess insurers, First State and Lex-
ington, which expired on Feb. 15,
1975.

At the beginning of the decade,
Ford purchased a $15 million layer
of insurance above $5 million from
Lloyd's, the Institute of London
Underwriters and a large number
of foreign and American insurers.
A $30 million layer in excess of $20
million was obtained from Ameri-
can Employers' Insurance Co. on
Dec. 15,1969, and ran until Dec. 15,

1972.

On Feb. 14,1973, Ford obtained a
$15 million layer in excess of $5
million from Lloyd's and several
other insurers including Aetna
Casualty & Surety. This layer suc-
ceeded the similar layer that
Lloyd's and a number of other
companies had been providing.

During the first six months of
1972, the documents appear to in-
dicate, Ford restructured its pro-
gram and increased its coverage to
$100 million above its self-insured
retention.

First State Insurance Co. pro-
vided a $30 million layer of insur-
ance in excess of $20 million from
Feb. 15, 1972, until Dec. 15, 1975.
This policy, appears to overlap with
identical coverage furnished by
American Employers Insurance
Co. from Dec. 15, 1969, until Dec.
15, 1972.

Increased coverage

Effective July 1, 1972, Ford was
able to increase its coverage to $100
miillion. The Home Insurance Co.
provided a $25 miillion layer in ex-
cess of $50 million from July 1,
1972, until Dec. 15, 1975.

Ford obtained that next $25 mil-
lion layer in excess of $75 million
from First State Insurance Co. of
Boston and five other insurers. The
final $25 million layer in the $100
million program involved Interna-
tional Surplus Lines Insurance
Co., The Home, Continental Casu-
alty Co., Appalachian Insurance
Co. and American Motorists Insur-
ance Co.

Ford moved to 12-month policies
with Dec. 15 renewal dates for its
insurance program on Dec. 15,

1975. The 1975-76 program also
marks the first appearance of
Northbrook Insurance Co., the All-
state excess and surplus unit that
would play a key role in the Ford
program over the next three years.

The automaker assumed a $1.65
million self-insured retention on
Dec. 15, 1975, according to the
documents. Since Ford did not in-

dicate an expiration for the reten-

Railroad Protective

Call Richard Selmonsicy

(516) 482-6215 (212) 895-7240

Out of town Call (800) 645-6286

Quotes Within 24 Hours

Jrom

INTERNATIONAL RISK MANAGERS, LTD.

Over 30 years of service to contractors, business and industry.

INTERNATIONAL

45 North Station Plaza
P.O. Box 689
Great Meck, New York 11022

HEADQUARTERS

Telex: #960273
Cable: NAPRE GREATNECKNY

BRANCH OFFICES:
Mew York City

Lincoln Park, NJ

New Rochelle, NY

Ft. Lauderdale, FL

tion, it is possible that Ford spent
this year attempting to find a buf-
fer layer to reduce its retention to
the $1 million it had earlier as-
surned.

The Home provided the first $1
million layer of excess insurance
from Ded. 15, 1975, until Dec. 15,
1976, the time period for all the
policies in this program. North-
brook furnished a $4 million layer
in excess of the Home policy, along
with Lloyd's and a series of 10
other companies.

The 10 other companies that par-
ticipated with Lloyd's and North-
brook included Dominion Insur-
ance Co., North Atlantic Insurance
Co. Ltd., Turegum Insurance Co.,
London & Edinburgh General In-
surance Co. Ltd., Slater, Walker
Insurance Co. Ltd., Royal Belge
Incendie Reassurance Society
Anonyme D' Assurances, SCAN
Reinsurance Co., Bellefonte Insur-
ance Co., Yasuda Fire & Marine In-
surance Co. Ltd. (U.K.) and Mentor
Insurance Co. Ltd. (U.K.).

Ford purchased a $15 million
layer in excess of $3 million from
Aetna Casualty & Surety, National
Union, Lloyd's, Midland Insurance
Co. and six other insurers. It is not
clear whether the overlap between
this layer and the Northbrook layer
is a typographical error in the
documents or part of the program.

The $30 million layer of insur-
ance in excess of $20 million was
obtained from six companies,
including First State, Midland,
Granite State Insurance Co., High-
lands Insurance Co., American
Bankers Insurance Co. and Inter-
national Surplus Lines. The Home
provided $25 million in excess of
$50 miillion and then joined the
Highlands, Continental Casualty
and three other insurers on the
final $25 million layer for this
period. The three other insurers on
the highest layer were Appa-
lachian, Insurance Co. of Pennsyl-
vania and American Bankers.

Ford moved to its present $2
miillion self-insured retention in
the program covering Dec. 15, 1976,
until Dec. 15, 1977. At that time it

consolidated its first two excess
policies as the Northbrook Insur-
ance Co. provided a $5 million in-

surance layer over the self-insured
retention.

Excess layers

First State, National Union,
Lloyd's and six other insurers fur-
nished a $15 million layer in excess
of $5 miillion in this program.
Among the six were two insurers
not previously on Ford's risks:
Puritan Insurance Co. and Mutual
Fire, Marine & Inland Insurance
Co. Nine companies participated
in the $30 million layer in excess of
$20 miillion including International
Surplus Lines, Insurance Co. of
Pennsylvania, National Union,
Lexington, Midland, Granite State,
Aetna, Puritan and Highlands. The
Home, Drake, Puritan, Midland,
Lexington, American Reinsur-
ance, Hartford Accident & Indem-
nity and Granite are among the
eight insurers that furnished the
next $25 million layer over $50 mil-
lion. Seven insurers were involved
in the final $25 million layer in
1976-77, including The Home,
Highlands, Affiliated FM, Ameri-
can Reinsurance, First State, Fed-
eral Insurance Co. and American
Insurance Co.

Ford's current insurance pro-
gram runs from Dec. 15,1977 until
Dec. 15 this year. The $2 million
self-insured retention is continued
as is the first $5 million excess in-
surance policy with Northbtook.

The Allstate unit joins National
Union, Puritan, Prudential Rein-
surance, Midland, Columbia Casu-
alty and Lloyd's in a $15 million
layer excess of $5 million. Eight
companies provide the $30 million
layer in excess of $20 million while
nine companies participate in the
$25 million layer in excess of $50
million and seven insurers provide
the final $25 million layer.

The documents do not indicate
whether the policies were on an
occurrence or claims made basis,
or if the policies changed form at
= ra>ytirrrmae _ -

Ford's current program

$2 million
$5 million excess of primary

$15 million excess of $5 million

$30 million excess of

$20 million

$25 million excess of
$50 million

$25 million excess of

$75 million

Self-insured retention

Northbrook Insurance

National Union Fire Insurance
Puritan Insurance

Prudential Reinsurance
Midland Insurance

Columbia Casualty

Lloyd's

Northbrook Insurance

International Surplus Lines

National Union Fire Insurance

Prudential Reinsurance

Granite State Insurance

Insurance Co. of the State of
Pennsylvania

Midland Insurance

Highlands Insurance

Puritan Insurance

The Home Insurance

Granite State Insurance
Prudential Reinsurance
American Reinsurance
Midland Insurance

Hartford Accident & Indemnity
Highlands Insurance
Columbia Casualty

Puritan Insurance

The American Insurance
The Home Insurance
First State Insurance
Affiliated FM Insurance
Federal Insurance
Prudential Reinsurance

Columbia Casualty



On September- 18th, Business Insurance will publish a special emphasis issue dealing
with Excess, Surplus and Special Risks Insurance.

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

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

Any company, facility and underwriting intermediary who wants to tap this important
market should place a dominant advertising message in the September 18 issue
of Business Insurance (advertising closing is September 6).

No other specialized, buyer-oriented newsmagazine reaches as many. executives
concerned with the protection of corporate assets. Business Insurance continues to give
these risk/insurance/employe benefit influentials—and their agents, brokers and
consultants—the up-to-date information which enables them to make the right buying
decisions. Your advertising message in this September 18 Excess, Surplus and Special
Risks-Insurance issue will be important to them. And that’s a very valid reason

to advertise. :

For further information about rates and tc place your advertising reservations call Don
Walsh, advertising sales director, at (212) 986-5050.0r write to one of the -
Business Insurance sales: offices listed below.

~ business
insurance

the newsmagazine that just had:to be.

NEW YORK CHICAGO . LLOS ANGELES .
708 Third Avenue ° 740 Rush' Street 6404 Wilshire Boulevard
New York 10017 . Illinois 60611 - California 90048

(212). 986-5050 - ‘ (312) 649-5275 . (213) 651-3710
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classified advertising
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DISTRIBUTORSHIPS OR JOINT
VENTURES ARE OPEN FOR MAR
KETING TURNKEY COMPUTER IN
SURANCE AGENCY MANAGEMENT
AND AUTOMATION SYSTEMS BA
SIC REQUIREMENTS ARE AN UN-

wo lin DISTRIBUTION SY

0 Jetters and spages INDEPENDENTINSURANCE K@ENT
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Rephes are forwarded daily. Closing deadime Copy tn wntten form tn STRONG DESIRE TO PARTICIPATE *<
Chicago omce not later than noon, Mondav, 7 davs precedmg pubtlea- IN AN EXPANDING MARKET PLACE :

tion date. Published every other Mondal/. Dzsplav classified takes card
rate of $33 25 per column inch, and card discounts on slze and fre.

quency Mati ads to Business Insurance, classifted advertising dept.,
Chicago, llltnhots 60611.

740 N. Rush St.,

HELP WANTED

GENERAL MANAGER

Required for soon to be-opened San Fran
cisco office, of London Ins Broker Send
past experience. education, licenses held,
background, and salary required to
Box 162. BUSINESS INSURANCE
740 Rush St, Chicago, 111 60611
Commercial Insurance Producen sought
by large and growing agency in S W
Connecticut Excellent market, strong
support staff. good accessible location.
soon in brand new offices with ample
parking. progressive. flexible manage.
ment Our only problem too many good,
open markets Offer career opportunity,
open compensation package
Box 158, BUSINESS INSURANCE
740 Rush St. Chicgao, Ill 60611
COMMERCIAL CASUALTY SUPERVISOR

Thzs new position requires a minimum of
three to five years experience with heavy
Casualty background Considerable decl-
sion making with an account range of
$5,000 to $100,000 Al lines including
Package Underwriting, Commercial Com-
pensation, Automobile and General Lia-
bility
Liberal company benefits Salary based
on experience
Send Resume To
Ter Bush & Powell. Inc
State Tower Building
Syracuse, New York 12302

NATIONAL CLAIMS MANAGER
One of the nation's lagest self-insurance
administrative firms seeks experienced
individual' capable of design and coordi-
Nnation of corporate policies and proce-
dures in processing claims with emphasis
on workers' compensation. Excellent ben-
eflts and salary commensurate with
qualifications Please send resume with
salary requirements to-

Box 164, BUSINESS INSURANCE

740 Rush St. Chicago, 111 60611

POSITIONS WANTED

MILWAUKEE WISCONSIN
Mature individual with more than 25
years insurance company/agent expert
ence available to represent insurance
company or insurance related product
on an exclusive basis in Wis College
graduate Hold state licenses for Life
Property, Casualty. Honest Self starter
Write P O Box 92362. Milwaukee. WI
53202

SOUTH
"I am looking for an opportunity with a
reputable, professional. and sales=service
oriented agency in southern US | have
twenty years of excellent experience and
aehivements as company special agent,
englneer-ng-risk management. producer
and agency management Also interested
in acquiring ownership Resume upon

request -
Box 166. BUSINESS INSURANCE
740 Rush St, Chicago, Il 60611

INSURANCE
RISK MANAGER

One of the most exciting companies
m the nation, a Fortune 500, billion
dollar company, ts seeking an ex-
perienced Risk Manager

Must be capable of all risk analysis
and the exposure inherent in the
operation of a company that has
enoyed 48 consecutive years of
growth

Evaluate and recommend appropri

ate levels of nsk retention and ar-
range the assumption of risk at the
most favorable rates for all seg

ments of the organization

Must be thoroughly familiar with
employee benefit plans and financial
arrangements

Salary commensurate with quatifica

tions and experience.

All replies will be held in the
strictest confidence. Please send res-
ume in confidence to

Box 160, BUSINESS INSURANCE
740 Rush St., Chicago, 111.60611

Equal Opportunity Employer M/F/M

STATE SAFETY DIRECTOR
STATE OF NEW MEXICO
A great place to live Excellent
recreational and cultural advantages
m historic Santa Fe. Opportunity for
self development m newly formed
safety unit, a part of the Risk
Management Division Must have
high school and combination of col-
lege and experience in safety total-
ing 8 years (4 of which must be
experience) Must have considerable
technical and managerial at,ility Wall
supervise two and be responsible for
design and implementation of state
wide program of loss control Salary
from $17,820 to $25.068 depending
on experience and ability For addi
tional contact Tom Rabourn, 405
State Capitol, Santa Fe, NM 87503
(505) 827-5565
An Equal.Opportunity
Affirmative Action Employer

AS AN ENTREPENEUR INTERESTED
PARTIES SHOULD CONTACT J. R
STEVENS, AIDATPO BOX
99343, SAN FRANCISCO. CALIFOR
NIA 94109, (415) 441-4422

CORPORATE LOSS
CONTROL MANAGER

An NYSE listed corporation is looking for an all around Loss Control

fessional to manage a total program encompassm? the areas of p ant
safety. product safety. property conservation, and "fleet safety Primary
responsibility will be m the development and |mp|ementatlon of thus pro

%rcaarpo'grsufg lsanewp posmon W|th geographic responsibility for fourteen

Appropriate prior experience in industry and/or insurance (approximately

five (5) years) supplemented by an Engineering degree are essential The
successful candidate will be able to show achievements in the Loss Control
area and must be willing to travel at least 50% of the time Travel will
generally be restricted to weekdays

A competitive salary based on experience and accomplishments and a
comprehensive benefit program coupled with the challenges of establishing

a new function for a growth oriented company are yours if you meet the
above specifications

Please send a detailed resume including curient salary and salary expecta-
tions m complete confidence to

Box 163. BUSINESS INSURANCE
740 Rush St. Chicago, lll. 60611

DIRECTOR
RISK MANAGEMENT

Reliance Electric Company Is seeking a results or ented
professional to asume corporate level responsibility for our
Risk Management Program You will be responsible for
administration of our self-insurance program. relationships
with our insurance brokers and carriers, contract review
for potential risk exposure, and planning and control of our
total Corporate budget for risk management.

You should be degreed, MBA and/or CPCU preferred, with
extensive experience in risk management as either the
Director or the Assistant Director in a Corporate environ-
ment Strong property and casualty background is important.

We are located m an attractive suburb of Cleveland, Ohio
and offer an attractive compensation package as well as an
excellent environment for professional growth. Please for-
ward your resume including salary requirements to the
attention of J.W. Massey.

RELIANCE

ELECTRIC COMPANY
P.O. Box 22280

Cleveland, Ohio 44122

- AnEqual Opportunity E-ployer M

INSURANCE ADMINISTRATORS

(Domestic & Foreign)

Recent expansion of our operations at NCR
Corporate Headquarters, Dayton, Ohio, has
created two exceptional openings for:

1. Domestic Insurance Administrators

2. Foreign Insurance Administrators

These positions, reporting directly to the Manager, Risk
Management and Insurance includes involvement with other
NCR plants throughout the nation/world.

Successful candidates will possess a BA Degree or equiv-
alent, and a R M. or C.P.C.U. designat,on plus a minimum
of 4-5 years risk management including property and casu-
alty experience. The ability to think independently, to com-
municate effectively and coordinate activities with our cus-
tomers, insurers and all levels of management is essential.
We'll provide a commensurate salary, a comprehensive
benefits package and the opportunity for continued career
growth as. a member of our sizeable Risk Management and
Insurance staff. For prompt consideration, forward resume
including salary history, or call. Max Anderson, Corporate
Executive and Professional Recruitment, NCR Corporation,
Dayton, Ohio 45479. (513) 449-2281.

NCR

Complete Computer Systems

An Equal Opportunity Employer

RISK

MANAGEMENT
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Casualty/ Property

We are a FORTUNE 250 diversified industrial manufacturing
company with world-wide operations.

For this key assignment, we seek a person with a sound

knowledge o¢f risH anagement pj
years|of inc easirg]nr sponsibility i

i

n r CH

h prope

d at least 7
/pasualty In-

inciples

S|'aesir

in touch

B! i an

iph potentjal career spot in a stimu-

ith us immediately Send sisilk

.:3sss:

Box 159, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

An equal opportunity employer, m/f

INSURANCE
SUPERVISOR

We are a rapidly growing, diversified corporation with a
need for an expert in self-insured health programs to ad-
minister and coordinate our corporate wide employee plans.

The person joining our staff will

have had 5 years of

responsible experience In industry beyond a degree In

business administration.

Our southeast Michigan location ts

excellent and our com-

pensation package is superb. Your reply will be kept In

total confidence.

Box 165, BUSINESS INSURANCE

740 Rush St..

Chicago, 111. 60611

An Equal Oppor#unity Employer

Alexander & Alexander offices at Pickwick Plaza, Greenwich, Connecticut

1 glaf

MM=1111]111=imil 4

Opportunity for

_21Lft

Topnotch

Account Executives / Producers

If you relish the challenge that your top spot with an upperechelon
New York insurance brokerage firm offers, but are disenchanted
with commuting, consider an exciting change

Alexander & Alexander has great opportunities for creative and
knowledgeable account executives and producers in each of our
New York suburban offices and in San Juan, Puerto Rico

A comprehensive grasp of risk management and other sophisti-
cated areas of large industrial risk exposures is essential And, of
course, so is a proven track record of sales accomplishments

Applicants should know the area of the office of his choice and
like,t as much as the people who work there do Openings are
available In the offices listed below Let's hear from yout

Mr Peter S. Pauley, Vice President, Alexander & Alexander, P O
Box 1409, One Pickwick, Plaza, Greenwich, Connecticut 06830

Mr. Bernard Mollod, Vice President, Alexander & Alexander, One
Huntington Quadrangle, Melville, Long Island, New York 11746

Mr. Thomas Laffey, Vice President, Alexander & Alexander,
200 Broad Acres Drive, Bloomfield, New Jersey 07003

Mr. J. B. Carrion, Jr.,

President, Barros & Carrion, Inc,

P O Box 1229, Hato Rey Station, San Juan, Puerto Rico 00919

xander
exander

Insurance Brokers, Agents and Consultants



Administration plan...

Continued from page 1
Nnue Service to administer.

In addition, increasing the carry-
back period would result in a bet-
ter use of business capital since
capital would not be segregated in
a low-yield special product liability
reserve fund.

The Administration recom-
mended that the Commerce De-
partment draft a model product
liability law for adoption by states.
INn drafting the model law, the
Commerce Department would de-
cide such issues as how long a
manufacturer should be responsi-
ble for its products and if com-
pliance with legislative safety
standards is an appropriate de-
fense against liability. Although
the Administration didn't give a
deadlineonwhenthedraftbillisto
be completed, it is understood that
the Commerce proposal will be
ready by early 1979.

The Administration also directed
Commerce to prepare a provision
thatwould, ineffect, makeworkers
compensation the sole source of
recovery for workplace injuries. If

Pregnancy

Continued from page 1

coming November congressional
elections. If not enacted by the end
of this year, the bill must retrace
the entire legislative path in the
new Congress convening in
January.

Despite the scarcity of time, back-
ers of the proposal still believe
Congress will pass the bill. "Since
the bill has gotten this far, approval
is likely," said Kathy Miller of the
American Civil Liberties Union.

The National Assn. of Manufae-
turers, which is opposed to the bill
in its present form, acknowledged
that the bill has a chance of pas-
sage. But NAM director of human
resources and equal opportunity
Annette Fribourg said she was
surprised that it has taken Con-
gress so long to resolve the preg-
nancy benefits issue one way or the

other.

letters

Continued from page 10
to the risk management profession
by printing this article.

Mary Finnell
Carson City, Nev.

Florida pools

To the editor: We read with inter-
est your June 12 story on the AIF
fund in Florida, which claimed
that this fund is the first "that will
cover all risk categories in the
State.”

We would like to correct this
statement since the Florida Con-
struction, Commerce and Industry
Self-Insurers Fund, which has
been active as a self-insured fund
since 1959, began in 1977 to accept
preferred risk businesses in all
classifications of business, indus-
try and commerce. The FCCI

a defective product contributed to
the workplace accident, the man-
ufacturer of the product would
contribute to the workers compen-
sation award.

For example, if a defect in a
product contributed 50% to the ac-
cident, the manufacturer might
pay 50% of the award, with the
worker's employer picking up the
other half.

Self-insurance

Finally, the administration
called for a report that would
evaluate whether product liability
insurance problems would be
eased by facilitating the formation
of self-insurance groups-a hint
that the Administration might
favor changing the rules making it
easier to set up captive insurance
companies in the U.S.

The Administration's recom-
mendations come more than 30
months after the federal govern-
ment first began to get involved in
product liability. L. William Seid-

man, then former President Ford's

bill...

Sources said support for the
proposal slumped when the anti-
abortion amendment was attached
to the bill in the House Education
and Labor Committee.

Aftertheamendment was tacked

on, the National Organization of
Women and other women's rights
groups dropped their support. The
ACLU, while continuing to sup-

port the bill, is opposed to the
anti-abortion amendment.

Compromise needed

Sources said it is likely that the
Senate would accept the House
version of the bill.

But a member of the Senate
Human Resources Committee
speculated that a "conscience
amendment"” might be acceptable
to the Senate. Under such an

amendment, employers would not

Fund, with premiums in excess of
$10-million and over 900 member
firms, provides advance discounts
of from 10% to 14% and this year
afforded members with no losses
an additional 12% refund.

Gilbert Waters
Sarasota, Fla.,

Florida Construction. Commerce

Administrator,

and Industry Self Insurers Fund

Oops

To the editor: | was particularly
intrigued with the percentage in-
crease in benefits stated in your
editorial on "Work comp benefits"
(April 17). The increase, from an
average of $70 (actually $64) in
12/70 to $170 in 1/78 was stated as
being an increase of 265%. While it
is true that $170 is 265% ofthe orig-
inal $64 value, the change from $64
to $170 is only an increase of 165%.

Evelyn Giovinazzo
Staten Island, N.Y.
Good catch, Thanks.

classified advertising

Assistant Director

Large national trade association
insurance department needs a
person Who has an extensive
background in life, accident and
healin Insurance ana an ability
to deal with top level executives.
Opportunity unlimited for the in-
dividual who wants to be on top.
Travel is extensive. Excellent
starting salary and fringe bene-
fits, plus relocation expenses.
Send resume and references to
William R. Evans, Printing In-
dustries of America, Inc., 1730
NArth Lynn Street, Arlington,
Virginia 22209.

LLOYD'S BROKER

Seeks exclusive

agents in most
areas for complete range of lines.
Write with full details; experience,
agency size, previous London deal-
ings, etc. to:

Box 161, BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

assistant for economic affairs, in-
structed the Commerce Depart-
ment in January 1976 to perform a
crash study of the product liability
problem after hearing complaints
of Michigan manufacturers.

2 reports

INn December 1976, an in-
teragency task force on product
liability reported that there was no
multi-industry nationwide prod-
uct liability crisis. In November
1977, the task force in its final re-
port said there were three major
causes of product liability prob-
lems: "panic pricing” by insurers,
manufacturers producing unsafe
products and uncertainties in the
tort litigation system.

In April, the Commerce Depart-
ment unveiled an options paper on
product liability at which time it
urged the Administration propose
that business be allowed to deduct
$100,000 annually for funds paid
into a product liability self-insur-
ance reserve.

The Carter Administration's rec-
ommendations are the first time
the executive branch has taken a
position on product liability

[ RE—— - LSS I —— —

be required to include abortion in
benefit plans if they had moral or
religious objections to abortion.

Under the House bill, employers
do not have to give a reason for de-
nying abortion benefits. "An em-
ployer could decide not to cover
abortionjustbecausethecompany
didn't want to pay for it, not be-
cause of religious convictions. The
Senate won't accept that,” said a
committee source.

However, both Senate and
House bills would require em-
ployers to include pregnancy in
their disability plans on the same
basis as other sicknesses. An em-
ployer that does not have a sick
leave program would not have to
pay pregnancy disability benefits.

Other limitations

The bill also would prohibit paid
sick leave programs that limit ben-
efits for pregnancy to a shorter
period than other disabilities.

In addition, medical and hospital
plans would have to be revamped if
they covered pregnancy on a dif-
ferent basis than other sicknesses.

The legislation would go into ef-
feet six months after it is enacted
into law. Employers could not re-
duce their employe benefit plans
for one year after the bill's enact-
ment or until the end of a union
contract to pay for the cost of
pregnancy benefits. .

people

Continued from page 46

lins Foods, Mr. Poveromo will re-
port to the vp and treasurer. His
duties entail the purchase of em-
ploye benefit coverage in conjunc-
tion with the industrial relations
department. He will also head all
safety activities. Collins Foods is
the largest franchise of Colonel
Sanders fried chicken.

Craig Collings, former vp-
insurance for the Western Growers
Assn. in Newport Beach, Calif.,
will become a seniorconsultant for
Ebasco in Newport Beach late this
month. Mr. Collings, who had been
with the growers association for
four years, said he may oversee
part of the Growers business as
part of his activity at Ebasco.

We'd Jike to report on stajf
changes in youT risk management
or emplove benefits department.
Just drop a note to Rebecca A. Fan-
nin, Business Insurance, 708 Third
Ave., New York, N.Y. 10017 or calLL
212-986-5050.

Our excess/surplus report
is scheduled for Sept. 18

The winds of change are blowing in the insurance
markets, as competition among the primary, more
traditional insurers soaks up more risks and forces
fewer buyers to run to the excess/surplus lines mar-
kets for coverage.

Some excess/surplus specialists are finding their
submissions dropping by as much as 50%. Others are
sure the excess and surplus markets will remain im-
portant to corporate insurance buyers over the long-
term, but may play a secondary or "support” role
once again in the next year or two.

We'll take a close look at these developments and
the outlook for users of excess/surplus lines insurers
in our annual Excess/Surplus Lines issue, scheduled
for Sept. 18. We'll survey these specialty insurers
about areas where their services are still in demand.
And we'll present an overview of what's happening to
prices in the excess/surplus markets now that insur-
ance coverage is more readily available.

Watch for this special report. Ideas and suggestions
for stories and contributed articles are invited. Call or
write Susan Alt, Business Insurance, 740 N. Rush,
Chicago, Ill. 60611; 312-649-5278.

Booke merges
with Ala. firm

I 00 ..
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WINSTON-SALEM, N.C.-
Booke & Co., a leading employe
benefit consulting firm, is merging

insurance and employee benefits

with John N. Corey Co. Inc. of .
complete analysis
Birmingham, Ala.
we do not sell or

Booke president Walter Steffen
said the Birmingham retirement
consultants would continue to op-

place insurance

CORPORATE
POLICYHOLDERS
COUNSEL. inc.

20 North Wacker Drive

Chicago. lllinois 60606
Phone: 312-372-8225

erate as a division of Booke. John
N. Corey, who headed the firm, has
been named vp of Booke and resi-
dent manager of the Birmingham
division.
Themergerbringsthetotalnum-
ber of Booke & Co. offices to

four.

World-Wide Well Control Specialists

Insurance against disaster... control of well, clean up and
containment expenses, seepage and polution liability, re-
drilling expenses and physical damage. Land and offshore,

anywhere in the world. - TheWet=cl
Company, Inc.

2060 South Post Oak, Suite 2400
Mailing Address: P O. Box 66452

, Houston, Texas 77006

- Telephone: 713 /626-3240

Telex: 76-2053

Only through Agents /Brokers
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Union Camp taps Watson as manager of insurance

Union Camp Corp. of Wayne N.J.
has appointed John G. Watson, 37,
director of insurance. Previously,
Mr. Watson spent 10 years with the
American Cyanamid Co., also in
Wayne, as assistant insurance
manager. In his new position, Mr.
Watson reports to Harold Hoss,
treasurer of Union Camp. Mr. Wat-
son replaces Ronald Cavalli, 39,
now corporate director of compen-
sation and benefits planning. Re-
placing Mr. Watson as assistant in-
surance manager for American
Cyanamid is Murray A. Goldberg.

Carl A. DiSalvo, 48, has been
promoted to general manager for
the newly created risk manage-

ment department of the Crouse-
Hinds Company of Syracuse, N.Y.
While his new responsibilities in-
clude the safety of personnel and
conservation of property for
Crouse-Hinds, Mr. DiSalvo con-
tinues to perform the duties of his
former position as corporate insur-
ance manager. As before, Mr. Di-
Salvo reports to Robert B. Welsh,
vp-finance and treasurer. Mr. Di-
Salvo worked in various sa fety and
insurance positions for several
before

other firrns

joining
Crouse-Hinds in 1975,

After a search of almost 2141
months, Signal Cos. of Beverly
Hills, Calif., has named Daniel

DiSalvo

Hilder as _ts newrisk manager. Mr.
IHilder rep:aces Ross L. Oliver,

whose departure was reported
previously. Mr. Hilder was risk
manager for UOP Inc. of Des
Plaines, lll., a subsidiary of Signal.
He has been with UOP since 1965.
Mr. Hilder said that it is still un-
certain whether he will con-
tinue to handle the risk manage-
ment duties for UOP from his new
position in Beverly Hills or
whether a new risk manager will be
sought.

In a new position at McDonald's
Corp. in Oak Brook, Ill., Thomas B.
Garlando, 40, has been hired as as-
sistant risk manager. He reports to
risk manager Jerry Lane. Mr. Gar-
lando previously worked on the

The most up-to-date "how to do it" working tool for financial officers,
risk and insurance managers of corporations and others involved in

the field of risk and insurance management.

risk mamagement
FE P OIS rwisnea oy susiness msurance

Here is the information service that answers the reference

't
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Risk Management Reports are

brought to you by experts in the field.
The editor of Risk Management Reports
is H. Felix Kloman, president of his own
consulting firm, Risk Planning Group. He
is assisted by Myrna S. Briskin, assist-
ant editor and an editorial advisory
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needs of everyone in the risk management field.

Risk Management Reports-six times a year-hones in on
topics of current, critical concern in four major risk manage-

ment categories:

- Exposure ldentificatir/Ris< Analysis - Risk Control

- Risk Management Administration -

Risk Finance

Each topical issue is theroughly researched with information
drawn from the writers and their staff's close contact with a

broad spectrum of companies and institutions in the U.S. and

abroad.

Within these comprehensive one-subject reviews, practical
suggestions and tech-,iques put solid theory into workable

practice.

You'll find this practicality evident in new subjects and in up-

dates on topics of long term interest which require reapprais-
als, rethinking. You'll f nd it, too, in the Current Comment sec-
tion with its wide-ranging reports on all facets of risk man-
agement. Here in mary cases, you'll be alerted to developing

exposures .

. before firancial loss.

Risk Manag€men: Repons ccmprise an invaluable library of in-
formation ycu need aic you'll use. For this reason, a sturdy
vinyl binder accomparies your first report and a cumulative in-

dex is part of the sen-ice.

Mail to: Risk Management Reports

board including Jean-Paul Decottig-
nies, Risk Factoring, S.a.r.L.; Peter
Downes, American Trading & Produc-
tion Corporation; Paul B. Ingrey, Pru-

dential Reinsurance Company; Peter

Name

Title

Law, U.S. Industries; Stanley R. Tarr,

Rutgers University; Stefan J. Valovic,
Stone & Webster Engineering Corpora-

Company

tion. Other experts from insurance com-

panies, brokers and safety consultants

Street

will, from time to time, participate in the

preparation of specific reports.

City

O Bill me O Bill company

Rtate

c/o Business Insurance 740 Rush Street, Chicago, lllinois 60611

| YES, enroll me as a satisfaction g JE ranteed subscriber to Risk
Management Reports for $75-6 bimonthly issues.

El Payment enclosed (Make check payable to Risk Management Reports)

578 At

McDonald's account at Frank B.
Hall in Columbus, Ohio, for four
yvears. The McDonald's account
was recently centralized into
Chicago after being serviced re-
gionally.

The Friendly Ice Cream Corp., of
Wilbraham, Mass., has appointed
Richard F. Nicoll as risk insurance
administrator, a new position. Mr.
Nicoll will report to Raymond N.
Hunt, manager of financial plan-
ning and analysis for the Friendly
Corp. Prior to this appointment,
Mr. Nicoll spent 11/2 years as risk
manager for the Baystate Medical
Center in Springfield.

William Kortz, 42, is the new
corporate insurance manager for
the Chromalloy Corp. of St. Louis,
Mo. Mr. Kortz joined Chromalloy
in May after working 434 years as
claims manager for the R.B. Jones
Corporation in St. Louis. His re-
sponsibilities include handling the
corporation's insurance program
and he reports to Tom Monroe, vp
of finance. Mr. Kortz's appoint-
ment comes after the retirement of
Paul Boevingloh, former insur-
ance manager.

The decentralization of risk

management functions at
Schlumberger Ltd. has created a
chain of new positions. William D.
Hughes, 31, the former risk man-
ager at Schlumberger, left the
company to join Estee Lauder in a
newly created position as risk
manager to centralize the cosmetib
company's insurance activities.
Mr. Hughes, who reports to James
Graham, vp of treasurer opera-
tions, coordinates domestic and
international risk management,
which were formerly handled ex-

clusively by risk managers at both
locations.

To replace Mr. Hughes at
Schlumberger, William D. Dodge,
40, has been named risk manager
for two of Schlumberger's com-
panies,Sangamo Weston Inc. and
Heath ' Co. Risk management at
these two companies was formerly
handled by the holding company
Schlumberger Ltd. in New York.
Mr. Dodge said risk management
was decentralized to make the
function more responsive to the
operating units. Mr. Dodge is
working with controllers, who
have been given additional risk
management duties, at the operat-
ing units to develop, implement
and manage a comprehensive risk
management and safety program.
The risk manager reports to D. K.
Grevengoed, controller and trea-
surer of Sangamo Weston.

Mr. -Dodge previously was divi-
sion insurance administrator for
Lockheed Georgia, a division
of Lockheed Corp., in Atlanta. At
Lockheed Georgia, Jerry V.
Hayes, 35, has replaced Mr. Dodge
as insurance administrator in the
financial staff department with
property and casualty insurance
duties. Mr. Hayes previously was
insurance coordinator in the em-
ploye
Beverly J. Clark, 33, has assumed
Mr. Hayes's prior position, han-
dling auto and dental insurance
and retirement plans. Both Ms.
Clark and Mr. Hayes report to
Robert E. McGoldrick, financial
staff manager.

benefits department.

Victor Poveromo, formerly in-
surance manager for Hilton Hotels
Corp. in Beverly Hills, Calit, has
been named the first director of
risk management and safety for
Collins Foods in Los Angeles. The
position is effective July 31. At Col-

Continued on page 45



Highly protected risk property insurers are only as
good as their engineers. Which js why Arkwright-
Boston is the best. As part of the Factory Mutual
System, we have 65 engineers stationed overseas.

AnKWRIGHT-
BOSTON
INSURANCE

seas locations the same high quality engineering

service we provide for North American property. ! fprir h/4

Unusual as it sounds, hardly anyone else can. ﬁil ety
Regional Offices: Boston, Cleveland, New York,

C.hienon Atlnnts} Qsin Frnnriern



Paul Colony. vice president, tells how A&A works from a client's point of view:

EE We show clients how to maximize their product liability risk dollar:'

The cost of product liability
insurance continues to climb be-

ciuse claims costs continue to
increase The problem is finding
the broadest coverage available for
each dollar of premium. The first
thing we'11 do is analyze the ex-
posure and past losses. Our anal-
ysis might suggest a self-insured
retention or a deductible. Or it
could mean looking into the feasi-
bility of a captive insurance com-
pany. We're flexible in seeking the
right solution for each company's

individual needs. From the client's
point of view, it's the bottom line
that we have to worry about'
Working from a client's point
of view is our way. In Los Angeles.
where Paul Colony is based. And in
over 110 cities here and overseas.
That means working as allies, solv-
ing business problems togethen
One of the biggest is the product
liability area, and we have the
talent and technology to develop

programs for the greatest bottom
line benefi-s.

We :hink our dedication to
acting as an ally of the clients we
represent is a big reason why A&A
has become a worldwide leader in
the insutance brokerage and fin-an-
cial serv:ces business. VWe have lie
facilities. expertise and strength to
actaseffectiveallies. We workfrom
the client s point of view. whether
the corporation
is large or

smal.. 8Alexander
The Allies

Alexander



