
$21 million suits
filed in club fire

By JERRY GEISEL

SOUTHGATE, KY.-Two $21 million damage
suits have been filed in federal court on behalf of

victims killed and injured in one of the worst
nightclub fires in U.S. history.

At least 161 persons perished in the huge Bev-
erly Hills Supper Club near Cincinnati after a fire
was reportedly touched off by a short circuit in an

electrical cord for a fountain pump, turning the
popular club into a panic-filled inferno.

Lawyers in the Cincinnati area emphasized that
the suits filed so far represent only the "tip of the
iceberg" with dozens of additional suits expected
to be filed in the next six months.

'Ihe 4-R Corp., owner of the supper club, faces
the chilling prospect of defending lawsuits involv-

ing possibly hundreds of millions of dollars. Insur-
ance on the building, let alone for personal liabil-
ity, however, appears to be inadequate.

Although Business Insurance was unable to reach

The inside story

A rescued patron of the Beverly Hills Supper Club
tragedy is revived by a volunteer fireman.

Thomas Berger, the broker who handled insurance
on the Beverly Hills Supper Club account for the
Charles H. Bilz Insurance Agency of Covington,
Ky., it was learned that the building and contents

Continued on page 44
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in action against trust
By GREG DAVID

CHICAGO-With the help of
U.S. Labor Department officials
for the first time, two states won
important court tests in efforts to
shut down a self-funded multiple
employer trust.

Kansas obtained a temporary
restraining order in federal court
in Topeka prohibiting United
Health & Retirement Assn. from

conducting business in that state.

Oklahoma received a temporary
injuction in state court in Okla-

homa City prohibiting the same
trust from operating there, its
nnajor base of operations.

United Health & Retirement

Assn. (UHARA) is a self-funded
trust claiming to be an employe

benefit plan under the Employe
Retirement Income Security Act
(ERISA). It specializes in major
medical coverage for self-em-
ployed persons, officially operates
from a Washington, D.C., post
of'ice box and uses 85% of first

year contributions for commis-

This story continues the five-
month Business Insurance investi-

gation of the growing crisis of self-

funded multiple employer trusts.

sions, according to depositions in
the case and a brochure obtained

by Business Insurance.

A large number of self-funded
multiple employer trusts have
been established in the past two

Continued on page 40
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Battle rages over bills
on work comp financing

By JOANNE GAMLIN

SACRAMENTO--The problem
of how to equitably finance the
rapidly growing number of cumu-
lative injury claims for workers'
compensation in California is
fueling a red hot legislative bat-
tle.

Pitted against Gov. Edmund G.
Brown are the state AFL-CIO,

a group which supported him
strongly in his last campaign, and
many employers.

The two bills at the center of

the cyclone are assembly bill 155
and senate bidl 555. The two bil'ls,

which are almost identical, in es-
sence transfer liability for cumu-
lative injury to the employer of

the last year of employment.
In addition to Gov. Brown, sup-

porters include the state compen-
sation insurance fund, Industrial
Indemnity Co. and a number of
smaller workers' compensation
insurers.

"Sure, we're supporting the

bills," said J. Martin Payne,
president, Eldorado Insurance Co.
in Palo Alto. "We are standing at
the sidelines and shouting that
cumulative injury claims are a

very grave threat to the Califor-
nia insurance industry."

Eldorado has announced that it

must have a merger partner if it
is to be in accordance with state
insurance department regulations.

A few other insurers are even

more candid. They argue they
will be out if business this year

if one of the bills is not passed in
the current legislative session.

However, opposition to the bills
is also strong. It comes from pub-
lic entities, from corporate em-
ployers that are self-insured for
workers' compensation and from
a few insurance companies such

as Employe Benefits Inc. (EBI)
which are growing fast and which
also self-insure their own work-

ers' compensation exposures. EBI
is also a major servicer of self-
insured employers.

In addition, the state's power-

ful AFL-CIO is battling the leg-
islation on grounds that it will
exacerbate problems of older and
handicapped people in finding
jobs. This worry is shared by
even the bills' supporters.

One aspect of the California
cumulative injury problem which

Continued on page 42

Case could limit litigation
By KATHRYN McINTYRE ROBERTS

FT. PIERCE, FLA.-An ortho-
pedic surgeon, who says he was
driven by "righteous indigna-
tion," fought back over a mal-
practice suit and won an un-
precedented judgment of $175,000
against the prosecuting attorneys.

But the circuit court judge pre-
siding over the case here has
ordered the doctor to surrender

$100,000 of the jury-awarded ver-
diet or face a new trial on the

issue of the judgment. Judge
Royce Lewis said the size of the
award granted by the jury "shocks
n-.c. n.nonianna nf +An nmirt "

However, he did not grant the
defendants' motion for a rehear-

ing of the case. And if upheld, the
case will es,tablish a new standard

of practice for attorneys, requir-
ing probable and reasonable cause
for filing a lawsuit and subjecting
them to liability suits, according
to the victorious attorney.

Dr. John Sullivan of Vero

Beach, Fla., successfully sued Otis
Parker and the Ft. Pierce law

firnn of Fee, Parker & Fee for
maliciously prosecuting a mal-

practice suit against him 1971 on
behalf of a former patient. The
patient, also named in the suit,
11752 .her,1.7AA

Both sides in the case agree the
verdict could change the face of

malpractice litigation and insur-
ance for lawyers and doctors.

"If this is upheld, there will be
no more frivolous filings to force

an insurance settlement," pre-
dicted Dr. Sullivan's attorney,
Ellis Rubin of Miami. He said

medical malpractice rates should

drop, but conceded the new li-
ability of lawyers could drive up
their malpractice rates.

Mr. Parker's attorney agrees
the decision, if upheld, "would
and should make lawyers think
twice," before representing a

7.-+4-.,A I..nn, Al
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Aviation renewals are called critical'
By MARIE KRAKOWIECKI

NEW YORK-Delta Airlines

and Northwest Airlines are the

first domestic air carriers to try
to renew their insurance since the

worst disaster in aviation history,
the crash of two jumbo jets in
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Delta's and Northwest's exist-

ing coverages expire July 1, Busi-
ness Insurance learned. Aii other
U.S. airlines are watching to see
what happens to them so they can
try to figure out what impact the
Canary Islands crash might have
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on their own insurance rates.

The crash, which killed nearly
600 people on the island of Tene-
rife on March 27 when a Pan

American Airways 747 and a
KLM Royal Dutch Airways 747
collided on the ground, was ex-
pected to send the entire aviation
insurance world into a tailspin.

Rate ,increases ranging any-
where from 15% to 40%, even
for domestic airlines with good
safety records, have been pre-
dicted. But so far, the only indi-
cation of what could happen to
aviation rates has come from the

renewal negotiations of an Argen-
tinian and an Ethiopian airline.

Both foreign carriers managed
to renew coverages, but the Ar-
gentian airline was forced to pay
about 20% more than it did before
despite good experience. The Ethi-
opian airline, whieh used Marsh
& MeLennan, had trouble with the

London market in negotiations,
according to reliable sources.

The Delta and Northwest re-

newals, which are going on right
now, have generated considerably
more interest here because they
are more likely to mirror what
will happen to the aviation in-
surance rates of the big U.S.-
based acrlines.

Delta and Northwest currently
a,re insured by the London market

and by the two largest aviation
insurance pools in this country,
Associ,ated Aviation Underwriters
and United States Aircraft In-

surance Group.

Delta's broker on its account is

the Atlanta oice of Johnson &

Higgins. The account manager is
Dave Cassell. Northwest's broker

s the M.nneapolis office of Marsh
& McLennan. ·The account execu-
tive there is H. Cartan Clarke.

Walter Peterson, insurance di-
rector of Northwest Airlines, said
he did not 'want to directly com-
ment on the renewal negotiations,
but that he expected to tie them
up by July 1. So far, he said, he
personally hasn't seen 'any indica-
tion the crash in Tenerife will

cause any major tightening of the
aviation insurance markets.

Some sources had sadd it was

possible that the U.S. markets
and the French markets might
pick up more business as London
reacted negatively to the Canary
Island disaster.

By most accounts from people
famili,ar with the industry, the
biggest problems in aviation in-
surance as a result of Tenerife
will come, not in pnimary insur-
ance, but in reinsurance and ex-
cess of loss covers. No one con-

nected with the current renewal
negotiations for De1ta ©r North-
west would comment on this as-

pect, but excess of lois under-
writers, especially in London, were
said to be heavily hit by Tene-
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rife and are planning substantial
increases as a result.

Spokesmen for aviation under-
writers commented that although
the Delta and Northwest cases
are the (first airline renewals to

come up since Tenerife, no dis-
cernible trends in aviation pre-
mium increases are likely to
emerge for several months.

However, as this story was go-

ing to press, an aviation insurance
industry executive pointed out
July 1 is also the expiration date
for McDonnell-Douglas Corp.'s
insurance. Because McDonnell-

Douglas produced the DC-10 air-
liner that crashed in Paris several
years ago, the renewal negotia-
tions and any 'attendant premium
increases could be even more sig-
nificant as 'indicators of the con-

dition of aviation insurance mar-

kets than anything resulting from
the Tenerife crash, the executive
said. •

Jury awards $7 mill.
for hospital's error

By SUSAN ALT

HOUSTON-Argonaut Insur-

ance Co. reportedly will cover
most of a $7 million jury award
expected to be made final by a
state district court here in the

wrongful death of a woman who
died during childbirth at South-
more Medical Center in 1974.

The jury award has not been
entered as yet,in the court records,
whieh would make it a final judg-
ment a process expected to take
several weeks. Should this be
done, the award would be the
largest wrongful death award in
history.

Southmore, owned by American
Medioorp Inc. based in Phila-
delphia, was found guilty by the
jury of gross negligence. There
was no medical malpractice in-
volved in the jury's award of $1
million actual damages to the hus-
band, $500,000 to each of the two
surviving chtildren, and $5 mil{lion
in punitive damages to them.

An of)ficial of American Medi-

corp declined to comment on the
j ury award, and would not say
whether the award would be fudly
insured. The spokesman said he
wouldn't even diselose whether

there will be an appeal, although
Mrs. Nadine Cook, the hospital's

administrator, issued a formal
statement June 3 whi,ch indicates

there will be an appeal should the
court finalize the jury award.

Carolyn Ann Inrd, 27, died
when she was administered nd-

trous oxide ( an anesthetic gas) in-
stead of oxygen whme giving birth
in a delivery room of the new hos.
pital on its first day open for
business. Southmore, one of 40
hospitals operated by American
Medicorp, "unequivocally rejects
the validity of the verdict," ac-
cordinjg to Mrs. Cook, who main-
tained that the jury "exhibited a
lack of jurisprudence" in arriving
at its conclusion and award.

The lawsuit filed by the family
of Mrs. Lord asked for $2 million
in damages but did not ask for
any punitive damages, said plain-
tiEf's attorney Marvin Peterson of
the Houston law 8irm of Combs,
Archer & Peterson. "I didn't real-

ly think the case would go all the
way (to the end), but it did," he
said. He declined to disclose the

contingency fee he's earning, but
did say that insurance had .noth-
ing to do with the amounjt of dam-
ages originally sought.

"We didn't even discover the

limits of the insurance. Also, it is
Continued on page 41
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the benefit beat

Banks taps SDC to process self-funded claims
BANK OF AMERICA selected

System Development Corp.'s com-
puterized administration system
to process its 150,000 to 180,000
yearly claims under the bank's

self-insured . health benefit pro-
gram covering 35,000 employes
and 40,000 to 45,000 dependents.
Until now, said Ted Mason, head
of employe benefits, the bank ad-
ministered its claims manually,
which required about 100 people.
He figures to save substantially
with the new SDC system to be

installed this month. "Starting
about a year ago," he said, "we
did an informal study in anticipa-
tion of designing a system in-
house. We looked at Lockheed's

internal system and then at a
system used by Security Pacific
National Bank." Based on those

examinations, Mr. Mason estimates
productivity should rise to 4,642
claims processed per claims ad-
ministrator per year, up from the
1,667 claims handled per person
per year with the manual system.

Last year, B of A paid $18.9 mil-
lion in health benefit claims for

its employes.
Security Pacific National Bank

also uses the SDC system, paying
slightly over $1 per daim paid
for the 15,000 bank employes and
about 30,000 dependents. Security
Pacific installed the SDC system
a year ago after dropping Aetna
as i,ts insurer in favor of going
self-funded.

B of A will have 20 CRTs in

its benefit department. System
Development supplies the com-
puter service and the software
for a negotiated fee per claim

paid, although phone lines and
the IBM-compatible video dis-
play screens are leased from
other suppliers. CRTs generally
have a monthly lease cost of
about $50.

Art Slotkin, vp of benefit ad-
ministration services at System
Development, said SDC clients
have typically been able to cut
their claims payment personnel by
about half upon installing the
SDC system. "Our clients have
estimated the cost of ustng the
SDC system runs about 1% to

2% af claims paid," Mr. Slotkin
added.

FULL HEALTH INSURANCE

coverage is the most important
benefit young persons want em-
ployers to prowide, according to a
survey by the American Council
of Life Insurance. Over 70% of
the 2,200 persons aged 14 to 25
surveyed chose full health insur-
ance when asked to pick three
possible benefits. Free education
was a distant second (ehosen by
44 %), followed by Drofit sharing
and life insurance (33.%), full
auto insurance (26%) and longer
vacations (24%). Considered less
important were year end bonuses
(20%) and a four day work week
(21 %).Of least importance to the
young persons was a free lunch
(3%).

YOUNG AMERICANS do not

support a nat)ional health insur-
ance program, according to the
American Council of Life Insur-

ance survey. Forty-three percent
believe hea1th insurance should be

provided by the employer, while
28 % favor private purchases by
individuals. Another 28% favor a
government-run system financed
through taxes. Meanwhile, 62%
believe pnivate companies can
serve the needs of the individuals

for health insurance better than

the government, while 31 % be-
lieve. the government could do a
better j ob.

MULTIEMPLOYER PENSION

benefits have been guaranteed for
the first time by the Pension Ben-
efit Guaranty Corp. (PBGC), the
Labor Department agency which
insures retirement benefits of ter-

minated private pension plans, ac-
cording to provisions of the 1974
pension reform law. The PBGC
announced its decision in connec-

a,tion with retirement benefits for

about 2,700 millinery workers
from three separate unions whose
funds were terminated at the end

of last year. Under ERISA, the
guarantee of benefits for multi-
employer pension plans has been
discretionary so far, and could

stay discretionary for any multi-
employer plan terminating before
1978. The PBGC acted according
to the authority it has to guaran-
tee bmefits of a multiemployer

plan which was maintained for 60
months immediately preceding
termination. The three union plans
involved in the decision were the

Millinery Workers Retirement

Fund, the Millinery Designers,
Foremen and Foreladies Local 92

Retirement Fund and the United

Millinery Sale@men's Local 98 Re-
tiremen,t Fund.

INTERGROUP PREPAID Health

Service Inc. is the first federally
qualified health mairitenance or-
ganization (HMO) in the Chicago
area. Edwin Boltin, Intergroup vp,
said recen,t certification by the
Department of Health, Education
and Welfare (HEW) will "open
doors considerably" for growth of
the currently 22,000 member
HMO. Mr. Boltin projected an

annual growth rate of 3,000 to
5,000 for the five year old HMO.

Growth will be bolstered by fed-
eral qualification because under
the 1973 Federal HMO Act, com-
panies with more than 25 em-
ployes must offer a qualified

HMO as an option to conventional
indemnity insurance if properly
petitioned by the HMO. In addi-
tion, Mr. Boltin said some em-
ployers indicated they were wait-
ing for Intergroup to be federally
qualified before offering it to
their employes. Certification by
HEW means the HMO meets all

federal guidelines regarding or-
ganization, benefit packages, fi-
nancial stability and the avail-
ability of comprehensive medical
and surgical services. Intergroup's
prepaid medical rates vary with

the benefit package and the expe-
rience of the individual group, but
Mr. Boltin said a general monthly
charge is $30 for an employe and
$90 for family coverage. Inter-
group has 25 ihealth centers with

more than 400 physicians serving
metropolitan Chicago, mid-state
Illinois and two counties in north-

ern Indiana.

ALUMINUM WORKERS have

won a vision care program as part
of =he benefit improvements in a
new three-year contract that will
eventually cover 40,000 workers

belonging to the United Steel
Workers union. The vision plan
provides a schedule of reimburse-

ments and pays $20 for an eye
.exam every 24 months as well as

Continued on page 4
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Benefit Beat ...
Continued from page 3
$10 for lenses, $15 for bifocals and
contact lenses and $14 for frames,
also every two years. In addition
to increases in the amount of pen-
sions, workers with 20 years of
service who have been laid off or

absent due to illness or sickness

for two years will be able to re-
ceive a full pension as early as
age 45. This speoial pension wil2
be calculated in the same manner

as regular pensions. In addition,
workers will receive a supplement
of $300 a month, which will be
suspended if the employe finds
fu11 time employment. Other ben-
dit improvements dnclude emer-
gency care benefits for 72 hours
(up from 48 hours) increased
maximum benefits for emergency
medical expenses to $30,000 an-
nually and $50,000 bifetime (frorn
$10,000 annually and $20,000 life-

time), increased dife insurance for
each worker to $10,000 (from $8,-
000). The dental plan will be im-
proved to dnclude two exams in
every 12 months if the exams are
separated by 150 days rather than
six months, and ,intravenous seda-
tion for the removal of non-bony
impactions in oral surgery. In ad-
dition, medical insurance for laid
off employes will be continued
even if the worker refuses an in-
idial recall.

OCCIDENTAL PETROLEUM

Corp. has altered its employe
thrift plan, ac,cording to Rober,t F.
Brooks, ma,nager of insurance and
employe ibenefits, to increase em-
ploye participation. Occidental
announced tha,t as of July 1 em-
ployes can contribute 10% of ,their
annual salaries to the plan com-
pared with 6% in the past. The

company, which h,istorically con-
tributed 50¢ for every $1 con-
tributed by the employe, will now
contribute 80¢ for every $1. Mr.
Brooks explained, however, that
company matching will extend
only to 6 % of an employe's annual
salary and not to 10 %. Mr. Brooks
said he does not know precisely
what the level of ernploye par-
ticipation is in the plan, although
he believes it fans between 70%
and 80%. He noted that another

reason for ,altering the plan was
to make it more competitive with

similar 'programs offered by the
chemical/oirl industry.

Benefit Beat keeps insurance
and employe benefit managers
up-to-date on what other com-
panies are doing and informed
of current developments in the
empove benefit field. We'd like to
know if you've made any changes.
Write Benefit Beat, Business In-
surance, 740 N. Rush St., Chicago,
III. 60611 01' Call (312) 649-5279.

Senate passes tough
tanker safety bill

WASHINGTON - Prodded by
last winter's wave of disastrous
oil spills, the Senate has passed
tough legislation mandating
tankers to carry expensive safety
and navigational equipment.

The measure represents a com-

promise between fleet operators
and environmentalists. New
tankers must have double bot-
toms as environmentalists had

urged, but the industry was given
more time to comply with that
requirement.

The impact of the measure on
marine insurance rates is not

clear yet. But requiring tankers
to be equipped with several vital
safety devices should have an
eventual "beneficial effect" on

premiums, said William H.

Before you invest
thousands in dental benefits,

invest 13¢in learning
more about them.

/-\ James Y. Marshall
1  1 Council on Dental Care Programs
1 /QI American Dental Association
\,-j 211 East Chicago Avenue

Chicago, Illinois 60611

BI

Name

Title Phone

Company

Addrpqq

City State Zip

Number of Employpeq

Presently have a dental plan? Yes No ---

./. ....."Ij..

The number of Americans

covered by dental care plans
is growing-from two million
people in 1965 to an estimated
33 million today. Employers
and union officials recognize
dental plans as a worthwhile
employee benefit.

When investigating this
rapidly growing benefit, why
not include the profession that
delivers the care among those

with whom you consult?
The American Dental Asso-

ciation has experience gained
from its long-standing coop-
eration with the nation's larg-
est carriers and purchasers of
dental insurance. The Associ-

ation can help you better un-
derstand dental care and help
you make the right decision
for your company and your
employees. If you're consider-

ing a dental plan for your
company, or presently have
dental coverage, we believe
you'll find this information
important. Just send in the
coupon.

il. American Dental Association
1 .211 East Chicago Avenue l Chicigo, Illinois 60611

Rodda, president of Marine In-
surance Handbook Inc. of Chi-
cago.

Most of the measure's provi-
sions apply only to foreign and
U.S. oil tankers over 20,000 tons.
Ships in that category that are
built after Jan. 1, 1980, must be
fitted with a double bottom. The
Senate Commerce Committee

estimated that adding a double
bottom to a 120,000-ton tanker
would boost construction costs by
$2 million.

Safety and navigational aides
that €nust be installed after June
30, 1979, for all 20,000-ton-and-
up tankers include:

• A dual radar system, with
short-range and long-range ca-
pabilities.

• A collision avoidance system.
• A fathometer, for measuring

depths.

• A gyrocompass.
Two other costly safety fea-

tures that will be required after
June 30, 1983, include a gas inert-
ing system to reduce the chance
of explosion and a segregated
ballast system.

To encourage ship owners to
install these features as soon as
possible, a tax will be levied on
tankers a,fter July 1, 1980, that
have failed to add gas inerting
and segregated ballast systems.

The tax, which was proposed
by Sen. Ernest F. Hollins (D-
S.C.), could.be waived in special
cases by the transportation secre-
tary. The size of the tax has not
been set yet.

Aside from specifying minimum
safety equipment that oil tankers
must carry, the transportation
secretary is given the authority to
bar ships with a history of pollu-
tion and safety violations.

The House has not taken action

on the proposal. •

Broker sets

captive unit
NASHVILLE, TENN.-Corroon

& Black-Cockburn Ltd. has been
formed to provide expanded man-
agement services for domestic
Corroon & Black captive insurance
company clients.

The joint venture between Cor-
roon & Black/Armistead Miller
Wallace and Alex Cockburn & Co.
Ltd. of Bermuda is headquartered
in Bermuda and has a 15-person
staff. Alex Cockburn is president
and John R. C. Harris is execu-
tive vp.

Corroon & Black-Cockburn Ltd.

provides insurance, reinsurance
accounting and filing services re-
quired by Bermuda-based captive
companies which do not have in-
house staffs, complementing ser-
vices already provided by ,the U.S.
operating subsidiaries of Corroon
& Black.

It performs many of the tasks
formerly handled by Meridian, a
captive management firm of CB/
Armistead Miller Wallace. Meridi-

an is now the holding company for
the new firm and also operates as
a broker on international insur-

ance placement.

When incorporated in Bermuda
in 1969, Meridian was used to in-
sure the risks of clients of Ingram
Armistead Wallace. That firm

changed its name to Armistead
Miller Wallace in 1972 and was

acquired by Synercon Corp. in the
sarne year. Synercon, in turn, was
acquired by Corroon & Black in
1976. •

Alex Cockburn & Co. Ltd. was

formed in 1967 as a market re-

porting and consulting firm. •
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Here's an example. After years of outstanding
growth, the huge South Dakota Cement Plant had
accumulated several property coverage poli6ies from
other insurers. All policies were burdened by "a ton of
endorsements"...each complete with exclusions,
exceptions to the exclusions. and exceptions to the
exceptions. Until it had become difficult to tell exactly
what was covered, what protection was being paid for,
or even if deductibles were at a dollar-efficient level.
So when added builders risk coverage was required for
further expansion, South Dakota Cement hired an
outside appraisal firm and were to/d thattheir total
coverage was less than half ot current replacement
va/ue. In anybody's terms, that's a lapse!

Enter our Manufacturers Output Policy, or MOP. a
versatile tool that enables us to perform some creativ'e

AWausau

Property Insurance Story
FromthePartnership People
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e

property underwriting. We
put together a single,
easily-understood policy that
includes insurance on building
and contents, business
interruption, builders risk,
contractors equipment,
accounts receivable, valuable
papers and miscellaneous
property. With combined total
coverage in excess of 63
million dollars. There are very
few exclusions. More

importantly, there have been
no surprises. Now we have
another satisfied policyholder
"partneK' Thanks to the
"MC)P" we put in their "lapse:'

EMPLOYERS INSURANCE OF WAUSAU
Wausau, Wisconsin
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Chubb shortens crime bond discovery period
By MARIE KRAKOWIECKI

SHORT HILLS, N.J.-Chubb &
Son Inc. is about to issue a new

form for its crime bond policies
which will scrap the standard

one-year discovery period in fa-
vor of a 60-day discovery period.
In some states, Chubb has a-
ready made a 60-day discovery
period endorsement mandatory
on the fidelity insurance policies
it writes.

So far, other major fidelity
underwriters have not followed

Chubb & Son's lead, but this will
not deter the New Jersey-based
underwriter at all, its vp of the
crime insurance department said
in an interview.

"We're heading toward a
claims-made basis in fidelity
bonding even if we are the only
ones who do it," Robert Lynyak

declared. "It takes guts to be a
leader."

Mr. Lynyak said that Chubb &
Son (which is the managing
agency for Federal Insurance
Co., Pacific Indemnity Co. and
a number of smaller regional in-
surers in whose names the crime

bond policies are issued) is act-
ing because it has suffered "stag-
gering" problems in its fidelity
lines.

The fact that Chubb & Son was

leaning toward a 60-day discov-
ery period in its crime bond in-

surance policies was pointed out
by Johnson & Higgins broker
Howard Boyle during a utilities
industry session at the Risk &

Insurance Management Society
conference last month. He ca11ed

it one of the most significant

things to have happen to the
commercial blanket crime area in

the last year.
Mr. Boyle suggested that Chubb

would be adamant about keeping
a 60-day discovery period be-
cause one of its insureds, a major
international conglomerate, filed
a $2 million fidelity loss against
Chu'bb on the very last day of
the year on its one-year discov-
ery period.

Mr. Lynyak confirmed that this
indeed had happened, and he said
off Mr. Boyle, "That fellow ought
to know. He was the broker."

Some 80% of the dollar amounts

that Chubb incurred on fidelity
bonds were for losses in excess of

$50,000 last year, which means
severity rather than frequency of

loss were crucial, Mr. Lynyak
said Last year there were 40

such claims, he said.
Over the last three years, the

Our Buffer Limits ...

personally prescribed
by MAS professionals

Are buffer limits giving you a headache?

We're big enough to meet your every need in buffer layers.*

NAS Ltd. is small enough to give you innovative service by top excess
and surplus professionals.*

company's combined loss and ex-
pense ratio on fidelity bonds was
119 %, Mr. Lynyak said. During
1976, the company wrote $8,860,-
000 in fidelity bonds (which in-
clude money, securities and for-
gery in a basic crime package).
It earned $7,886,000 and incurred
$8,596,000, for an earned/in-
curred ratio of 109%, Mr. Lynyak
said.

Its combined loss and expense
ratio was 135.1%.

The problems were made worse

by an increasing number of
claims from senior executives

and by foreign losses. By getting
rid of the one-year discovery pe-
riod and substituting the 60-day
discovery period on its new fidel-
ity bond forms, Mr. Lynyak said
Chubb & Son thinks it will be

able to lower its loss ratio any-
where from 15% to 20%.

MAS Ltd. would like to be your buffer source.

We use the highest quality markets.*

We save you time and make sure the buffer layer is right for your clients.

*(A few of the reasons why brokers and agents enjoy working with us.)

NAS
Mr. Thomas Cath, President

Mr. Thomas Cummane, Vice President
NAS Ltd.

100 South Wacker Drive

Chicago, Illinois 60606
Area code 312-782-3401

INAS Insurance Services, inc.

PO. Box 54831 Los Angeles, California 90054

Other big fidelity underwriters
who proclaimed that they would
not follow Chubb's lead but would

retain their 60-day discovery
periods in crime bonds were
making attractive-sounding mar-
keting statements for their cus-
tomers, but they can and would
change their minds quickly if
they decided it would be a good
way to cut losses, Mr. Lynyak
maintained.

A lot of people misunderstand
the significance of the discovery
period in crime bond insurance,
he said. In defense of Chubb's

action, he said a shortened dis-
covery period would not short-
change commercial insurance
buyers because it does not affect
the actual coverage but only de-
termines which insurance corn-

pany must pay the claim.
According to Mr. Lynyak, a

one-year discovery period merely
gives more protection to a new
insurer at the expense of the
old insurer. Discovery periods,
he explained, don't come into
play at aH unless a policy has
been canceHed.

For those buyers who feel they

must have a longer dbcovery
period written into their fidelity
coverage, however, Mr. Lynyak
said Chubb & Son will probably
allow an optional buy-back for
a discovery period of up to a

year, for a premium of 25% of
the expiring premium level.

Whether insurance buyers and
risk managers will be as sanguine

as Mr. Lynyak apparently be-
lieves they should be when they
find shorter discovery periods in
their fidelity crime bond policies
is doubtful.

At the same utilities industry
RIMS session at which J&H's Mr.

Boyle first mentioned Chubb's

drift to a 60-day discovery peri-
od, there was distinct displeasure
voiced by a number of risk man-
agers over the way their fidelity
insurance is being handled by un-

derwriters lately.
Joseph V. Yandoli, director of

insurance for the Columbia Gas

System Services Corp. of Wil-
mington, Del., for instance, told
how he went shopping for a re-
newal quote on his company's
crime bond insurance after it had

sustained a single embezzlement
loss.

Federal Insurance Co. was not

the insurer which had to pay the
loss, Mr. Yandoli said, but the
price it quoted him for the busi-

ness was actually higher than the
price offered by the company
that did pay the embezzlement
clainn.

Mr. Yandoli, who was acting
as chairman of the utilities in-

dustry session, urged the other
company risk managers who
were there not to simply go along
with the price demands of fidel-
ity underwriters like Federal
(which is managed by Chubb &
Son) just because "they are big
in the field and get all the
gravy."

According to Mr. Lynyak,

Chubb's proposed new crime
bond policy forms (of which he
said the 60-day discovery period
is prdbably one of the least sig-
nificant features) would be filed
45 to 60 days after the end of
May, and woudd contain aH new
language. ,

AIA tells storm loss
Insured loss resulting from

wind, hau and tornadoes whieh
swept through Colorado, Texas
and Oklahoma in late May are
estimated at $2 million by the
American Insurance Assn. The

storm hes been assagned catastro-
phe nunnber 91.
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editorial opinions

A classic case
Ul E COULDN'T HELP but think of some case problems
V V included in the Risk Management 54 course when we

heard of the untimely and unfortunate death of Ed Cole in
early May.

As CEO of Kalamazoo, Mich.-based Checker Motors, the
former head of General Motors had great plans to revamp
Checker's line of cabs and turn the troubled company into
a financial winner.

Mr. Cole was flying his own jet plane from Detroit to
Kalamazoo when caught in a storm. The ensuing crash killed
him.

A classic risk management problem. Since he was a crit-
ical part of Checker's survival and continuation, should
some "risk manager" within Checker have drawn up a com-
pany policy telling Mr. Cole not to fly his own jet on company
business? Would this have been practical, or even possible?
(Incidentally, Checker doesn't have anyone designated as

risk manager.)

In a case like this, should there have been key man life
insurance purchased on the life of Mr. Cole? Checker didn't
think this was necessary, and hadn't bought any.

Had anyone at Checker thought enough about how de-
pendent the company was on Mr. Cole? We hope so. How
can a financially-troubled company afford to hire a replace-
ment for a man as illustrious and talented as Mr. Cole? Or,
will they ever be able to find his equivalent?

This is exactly the kind of freak accident every risk and
insurance manager has to anticipate, and hopes that he has
planned for. Get out your contingency plans, readers, and
perform the springtime review.

Fronting for captives
 HY ARE INSURERS so reluctant to talk about "front-ing" arrangements with captives and with self-insur-
ers? Is there something shady about these deals? Are in-
surers afraid state insurance regulators will somehow crack
down on them as policy-issuers taking only a small part of
the risk being insured?

We don't think there's any logical reason behind the de-
sire of insurers acting as fronting companies to keep this
whole topic in the closet.

At the recent RIMS conference, Bill Mortimer-a former
risk manager, executive at INA and at American Risk Man-
agement-said at a session on captive insurance companies
that the only topic that should have been discussed-but
wasn't-was the use of fronting c6mpanies. "We couldn't get
anyone to speak," he told the large audience.

It's certainly no secret that there are plenty of well-estab-
lished insurers around acting as fronts for corporate clients
using captives or self-insurance. Hopefully, as Bill noted,
this situation will "loosen up in the future."

Using a fronting company can accomplish for a corporation
the important dual goals of being able to obtain very high
limits-in a liability line, for example-while keeping the

cost of such coverage at affordable levels more accurately re-
flecting the amount of risk being put into the insurer. As the
issuer of policies, the fronting insurer is providing a neces-
sary and valuable service to a customer, since the insurer is
already licensed to do business in many states and conforms
to the statutory requirements.

It's just a service like any other, which can be compen-
sated by fees or a combination of fees and premiums for the
use of the licensed insurer's "facilities."

For the insurers of this country, fronting also provides
some advantages, since there is ostensibly a much-bally-
hooed capacity crunch underway. A fronting arrangement
doesn't drain the insurers of their surpluses, required by law,
because there isn't that much risk actually being underwrit-
ten by the insurance companies.

Because the self-insurer or the captive achieves access
to reinsurance or excess markets through this kind of ar-
rangement, corporate risk managers are eager for wider use
of thern.

It seems to us that all parties win. So why is the insurance
industry being intransigent about what might prove to be a
rather simple solution to the shortage of underwriting ca-
pacity.

Among the insurers we've heard are doing at least some
fronting for captives are Highlands Insurance Co., American
International Underwriters, Lexington Insurance Co., Ideal
Mutual Insurance Co., Northwestern National Insurance Co.,
Aetna Life & Casualty Co., Fireman's Fund Insurance Cos.,
and Travelers.

We believe these companies deserve credit for responding
to consumers' needs. Now let's have some open discussion of
fronting programs.

Our new logo
YOU MAY HAVE noticed that with the last issue ofBusiness Insurance, we changed the two lines of type
appearing underneath our BI logotype on the front page.
This magazine is adapting to changes in readers' needs and
in the way they perform their benefit and insurance manage-
ment tasks by changing our description to: The national
newsmagazine of loss prevention, risk financing and employe
benefit management.

Since BI's inception, it's been known as the national news-
magazine for buyers of employe, property and liability pro-
tection and financial services.

Given that insurance is only one of the alternatives to
financing property and liability risks and group benefits,
we wanted you-the buyers of insurance and the risk and
benefit community using BI to help you do your jobs-to
know we recognize this fact.

Because the essence of good risk and benefit management
is the control of losses both before and after events which

can cause financial loss, we thought that should be part of
our stated purpose.

We're proud of the growth and increased sophistication of
both risk management and benefit management that have
taken place in nearly 10 years since BI was begun. We are
confident the new logo description stands us in good stead
for the changes that will surely evolve in our second decade
as well.

business insurance
the national newsmagazine of loss prevention, risk financing and

emplove benefit management
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letters
Business Insurance welcomes

letters from its readers. Please
keep your comments as brief as
possible and we reserve the right
to edit or shorten letters for czar-
itv or space. Please send your
comments to Letters to the Ed-
itor, Business Insurance Maga-
zine, 740 N. Rush St., Chicago,
m. 60611.

Quotation clarification
To the Editor: In the May 16,

1977, "RIMS Report" issue of
Business Insurance, I was quoted,
in an article entitled "Blanket
bond easing tied to a reduction in
management theft" (page 9), as
using the term "embezzlement by
top management." Actually I
used the term "senior officer em-
bezzlement." I realize that outside
of financial institutions these two

terms have become interchange-
able and many may consider this
simply a question of semantics.
In banking, however, there is a
distinct difference.

I was further quoted as saying
"INA is requiring an outside
audit before writing a bankers
blanket bond." I did not make
that statement. It was made by
someone in the audience during
the question-and-answer period
following my remarks.

Don T. Browne

VP, First National Holding Co.,
Atlanta, Ga.

Making the right choice
To the Editor: Hooray for C. E.

Cook and his "common sense"

article. re: "Substituting Inequity
for Inequity" (May 2).

At the RI*IS convention held in
New York, I listened over and
over again to the premise "preg-
nancy is just like any other ill-
ness, and should be treated as
such."

I consider myself to be relative-
ly intelligent human being. It was
my choice to give birth to two
children. I certainly would never
choose to have an illness.

Nola Rosenfeld

Director of risk management
& employe benefits, Vernitron
corp·, Great Neck, N.Y.

A further explanation
To the Editor: Re: Perspective

-"Ways to cut costs"-May 16,
1977.

The worker's compensation
checklist in the above article

made reference to a number of
points directly affecting premium
auditing. They were all valid
means of controlling premium
costs, however, items 3 and 4
could use further explanation.

Itenn 3 referred to an over-
charge due to including amounts

Continued on page 10
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letters
Continued from page 8
paid to subcontractors "who of
course are not employes." Actu-

ally, if certificates· of insurance
are not available as proof of cov-
erage, subcontractor's employes
could come under the client's WC

policy coverage, and a charge on
his audit is justified in most jur-

isdictions. The proper way to
eliminate this particular cost is
to require certificates of WC in-
surance from all subcontractors. A

proper audit will then exclude
their exposure, upon reviewing
the certificate file.

Item 4 referred to the transi-

tion program in many states,
from limited to unlimited payroll
totals. It concludes with-"make

sure that you are not being
charged for the amounts in ex-
cess of the weekly limitations."
The audit statement will reflect

Itgoes beyond offering
you a complete line of
inland marine.

exposure based on total unlim-
ited payrolls, and this is correct.
If the premium on this basis ex-
ceeds the +5%, 10% or 15% al-
lowable increase, a credit will be
indicated using a class code of
0076 or identified as "Transition
Credit." The actual calculation of

premium under old and new pay-
roll rules is made on separate
worksheets, not normally fur-
nished to the custonner. Here

again, the proper approach is to
keep proper payroll records ini-
tially. If a customer's payrolls
substantially exceed the old lim-
ited amounts, then he should look
for the credit entry on the audit
statement. If it is not there, then
either his premium increase was
within the allowable variance, or
the audit did not calculate the
credit. These situations should be

followed up and resolved.

S. P. Szott

Premium audit manager, All-
state, Northbrook, Ill.

Well done!

To the Editor: I thought your
reporting of the "Robin and Rob-
ert" Show at the RIMS meeting,

in the May 16 issue of Business
Insurance was nicely done!

Robert C. Goshay
Professor, University of Cali-
fornia, Berkeley, Calif.

Deductibles
To the Editor: Your editorial

opinion "A Chance to Shine"
(May 30) infers that a "deducti-
ble" is the same as a "self-in-

sured retention." This is the same

mistake made by many under-
writers, agents and risk man-
agers. The two are not the same.

As an example, take a primary
liability policy with a $1 million
limit for each occurrence being
called on to respond to a $1.5 mil-
lion loss. With a "deductible" of

$100,000 the carrier is ultimately

responsible for only $900,000, and
umbrella insurance, if available,
would pay the remaining $500,-
000. With a "self-insured reten-

tion" of $100,000 the primary car-
rier would pay $1 milldon, the
poliC limit, and the umbrella

carrier, only $400,000. In either
event, the insured would absorb
$100,000.

The "deductible" is a partici-
pating contribution by an insured
toward the fu11 limit of the pol-
icy. The "self-insured retention"
is the insured's absorption above
which the carrier responds for
the full limit of the policy.

R. A. Zadenetz

Asst. corporate insurance man-
ager, Pullman Inc., Chicago, Ill.

An idea
To the Editor: At the First

World Congress on Product Lia-
bility held in London earlier this
year, and in many conversations

TheROYAL
treatment -

Cehtral ...

We cover goods and
property in transit;
construction equipment;
data processing equipment;
personal floaters; Bailees'
customers; installation
risks; accounts receivable,
and more.

Specialists in our
regional offices nationwide
are always available to
help you write, service and
customize coverage precisely
to your customers' needs.

 Royal-Globe offers you
an unusual opportunity to
improve the quality and

profitability of your
business.

Ask some of the

independent agencies who
have been with us for over a

century. Or our newer ones.

Or call Joseph M. Wallace,
Assistant Secretary,
Inland Marine Dept.,
Royal-Globe Insurance
Companies, 150 William
Street, New York, N.Y.
10038. (212) 732-8400.

5.

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

with visiting Americans, it never
ceases to amaze me that so much

time is spent fruitlessly com-
plaining a'bout the size of awards
arising from accidents caused by
defective products, but so little
time is spent in preventing the
accidents.

I see the advertisements in

your excellent journal from in-
surance companies and consult-
ants offering all *pes of publica-
tions (your information section
is great) and hardly anybody
seems to heed the advice.

Lf you will allow an outsider a
thought, what about a "stop com-
plaining, let's make it safe" week
month or year. Your item "sue
the bastards" was good, but how
much better if there was no need

to sue the bastards.

James Tye
Director general, British Safety
Council, London

Getting involved
To the Editor: My congratula-

tions for your "getting involved"
editorial in Business Insurance

(May 16). I have been saying
this over and over again as have

many others, but it means a lot
more coming from a source out-
side RIMS.

Robert S. Spencer
President, RIMS; vp-insurance
& risk management, Fuqua In-

dustries, Atlanta, Ga.

A question of ethics
To fhe Editor: Is there a prob-

lem of professional integrity ex-
posed in F. Lee Bailey's state-
ment, quated in the May 16, 1977
issue: "I assure you that I would
never do my own taxes. But, if
I'm hungry enough, I'11 certainly
do youns"?

W. A. Smetts

Vp, Industrial Relations, The
Sterns & Foster Co., Cincin-
nati, Ohio

Mr. Bailey did indeed seem to
raise a question about lawyers'
ethics in his RIMS Conference
speech.

Firm faces

OSHA fine

of $1,000
CHICAGO-An minois manu-

faeturing company has been
slapped with a $1,000 fine after
defying a federal court order by
not allowing field officers from
the Occupational Safety and
Health Administration (OSHA) to
inspect the factory.

A U.S. District Court in Chicago
cited.the Gilbert & Bennett Man-

ufacturing Co. of Blue Island, Ill.,
for contempt of court, assessed a
$1,000 fine and approved a war-
rant to arrest company officials
until they permit an inspection.

This order, however, has been
lifted temporarily, to allow the
company to petition a court of ap-
peals for an immediate suspen-
sion,.

The origins of the oase go back
to last January when two OSHA
compliance officers were not al-
lowed to enter the company plant
to make a routine inspection.

The inspectors later secured an
inspection warrant but again were
refused entry by company offic-
ials. A third inspection ettempt in
April also was unsuccesstful.

Dr. Eula Bin0ham, the top
OSHA administrator, said the
case was brought to the courts
"to assure so far as possible
safe and healthful conditions for

our nation's working men and
women." a



Earthquake warning

ANAHEIM, CALIF.-There is
no known technique of predicting
earthquakes that has even a 50%
ehance of success, according to Dr.
James H. Whitcomb, senior re-
search fellow at the California In-
stitute of Technology.

Dr. Whitcomb was one of six

participants in a seminar on dis-
aster planning held at the 24th
annual Western Safety Congress
at the Anaheim Convention Cen-
ter.

The young academician, who in
1976 made the first earthquake
prediction for Los Angeles Coun-
ty and later withdrew it, told the
seminar that China has achieved

the best success in quake predic-
tion, although even that system
has not met the 50 % success tar-
get.

The Chinese produced their best
prediction results, he went on,
by combining three techniques:
Watching the pattern of small
quakes; noting distortion in the
ground that can precede a quake
and observing weird animal be-
havior-snakes, for example, that
emerge from-their hiding places in
winter only to die.

So far in Southern California,
no series of smam quakes has
forecast a major tumbler, said Dr.
Whitcomb, adding that the sub-
j ect of predicting quakes is con-
troversial, even among scientists.

Dr. Whitcomb's earthquake pre-
diction was made on the basis of

p-wave velocity.
However, if quake predictions

even do develop a high degree of
credibility, they will stir up a lot
of headaches for the localities

where the major tumblers are
predicted, according to Commis-
sioner Ezunial Burts, executive as-
sistant to Los Angeles city mayor,
Tom Bradley.

A study of the political, social
and economic consequences of a
scientificadly valid quake predic-
tion points to grave consequences
for the community involved, he
said.

Unemployment among con-
struction workers could grow as
high as 80%," Mr. Burts said, due
mostly to a sharp shrinkage in the
number of construction units

launched in the target area of the
quake.

Furthermore, the studies s(how
there will also be a decrease in

home mortgages and business
loans.

"Retail sales will slide and with

them, tax revenues at a time when
there wi,11 be a big increase in the
demand for government services,"
he said.

Mr. Burts said that a recently
formed .Los Angeles city task
force has just begun to map out
plans for the devastating quake
long expected in, Iks Angeles.

Turning to the threat of ter-
rorism, Commissioner Ted H. Von
Munden, chief, patrol division
east, us Angeles County Sher-
iff's department, said that kidnap-
ping, which is profitable in btatly
and in some South American coun-

tries, could be picked up by dis-
affected groups here in the future.

Currently, the threat of ter-

rorism in the United States springs
from two main sources, he said:
urban guerillas and groups or-
ganized for crime such as the
Mexican Mafia and the Black

Guerilla Family as well as the

Broker moves
R. Greenway Inc. has moved to

new offices in New York. The farm

is now located at 880 Third Ave.,
N.Y., N.Y. 10022.

Italian Mafia.

Stating . his view that ter-
rorism throughout history has of-
ten been effective in producing
political change, Commissioner
Von Minden said that as few' as

12 terrorists -can paralyze a city.
Other speakers, including Rich-

ard J. Heady, department ihead,
-,security and safety, Aerospace
.Corp., El Segundo, Calif., stressed
the crucial role of 'pre-planning
for disasters.

'A vulnerability analysis should
kick off the pre-planning program,
he said. Next a disaster plan
should be broken into elements

and the support of top manage-
ment and the entire workforce ob-

tained. Finally, the program must
be tested. •

IN MICHIGAN ......
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WORKERS' COMPENSATION
SELF-INSURANCE PROGRAMS

Significant. savings along with good Safety and Claims controls are attractive
features available to any .business or institution in Michigan, developing an
annual premium of $100,000 or more. Liability is limited with reinsurance.

Let us quote you a tailored program for your operations. (Individual or
Graups).

YEAGER -and COMPANY, Inc.
Southfield, Michigan 4803426711 Northwestern Hwy., Suite 525

313/353-3000

SINCE 1967

When you're good,

you-don't have to shout.

ROLUIS BURPICK
HUNTER

Multinational Insurance Brokers

World Headquarters

10 South Riverside·Plaza

Chicago, Illinois 60606
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Tailor benefit structure to suit you: TPF&C
By KATHRYN McINTYRE ROBERTS

NEW YORK-When was the

last time you stopped navigating
in the sea of ERISA, HMOs and
ESOPs long enough to check how
well the ship is sailing?

Consultants Towers, Perrin,
Forster & Crosby Inc. have looked
at how 16 companies, each with
sales over $1 billion, manage
their employe benefits.

And out of that study they
have compiled some suggestions
on how companies can review
their employe benefit manage-
ment with an eye for improved
efficiency.

The study found that employe
benefit tasks are handled in both

the personnel and finance de-
partments. However, when it
came to assigning primary re-
sponsibility, 10 of the 16 com-

panies named personnel, five
named their finance departments
and one said it was equally
shared between the two.

TPF&C vp Don MacDougall
said the most effective depart-
ment to manage employe benefits
depends on the organization. He
advised, however, that if you
haven't looked recently, benefits
could be in the wrong depart-
rnent.

"The problem is employe bene-
fit responsibility has developed
historically in a department. It
needs to be studied for where it

ought to be," he said.
The 16-company survey was

commissioned by a private dient
interested in how other com-

panies manage employe benefits.
One of the principal questions,
Mr. MacDougall said, involved

T

staffing. How many is enough?
But again, the consultants

found there isn't a pat answer.
In the survey they found a

range from a low of seven man-
agers and administrators to a
high of 67, with the medium at 18
and the average at 23. "Their
sizes weren't that different to
warrant that kind of spread," Mr.
MacDougall said.

The consultants found two ma-

jor factors affecting the size of
corporate employe benefit staffs:
Whether the program is central-
ized or decentralized and how
much claims administration is
handled in-house.

The companies with decentral.
ized programs have smaller
staffs, Mr. MacDougall explained,
because they don't need as many
people at the corporate level. And
those with benefit responsibilities

at the local plant level may only
devote part of their time to bene-
fits so they aren't counted in the
employe benefits staff.

In assessing whether a pro-
gram should be centralized or de-
centralized, TPF&C recommends
that companies consider:

• The overall structure of the

organization. Is it, for instance, a
decentral,ized, multi-product com-
pany with a relatively small cor-
porate staff?

• The number and diversity of
the company's benefit plans.

• Access to a computer, which
is vital to storing data for a cen-
tralized program.

• Availability of competent
people at the local level to ad-
minister benefits.

• The number and degree of
sophistication of the labor unions.
Sophisticated organized labor de-

One of *ir biggest risks could be
what happens in the State House

Almost daily, new state and federal legislation
occurs that could affect your company's risk
management programs.

How do you stay abreast of these changes?
How do you keep up with every bill that
could affect your company's programs in the
areas of employee benefits planning, products
liability, self-insurance, or the like?

Where can you go for answers?
Try us.
R. B. Jones is a national broker. We've been

providing major corporations with solid,
up-to-date recommendations in all areas of risk
management since 1889. Property. Casualty.
Marine. Surety. Employee benefits. You don't
have to be a client to call.

When it comes to the effects of legislation on
insurance and risk management, we believe you
can never ask too many questions.

Our experienced staft will be happy to supply
the answers.

We have offices in Atlanta, Boston,
Chattanooga, Chicago, Dallas, Daytona Beach,
Eustis-Orlando, Houston, Jefferson City, Joplin,
Kansas City, Los Angeles, New Orleans, New
York, St. Louis, Tampa, Tulsa, Waterloo
and Wichita.

Or call our corporate headquarters in Kansas
City, 816/391-1000.

R.B.Jones Insurance.

mands a sophisticated corporate
bargaining staff.

Previously, Mr. MacDougall
noted, the geographic locations
of each division would have been
a consideration adso. "But with

modern communications, that's

not as significant as it once was,"
he observed.

The degree of in-house claims
administration is another impor-
tant angle to look at when re-
assessing the employe benefits
function, says Mr. MacDougall.
"Decide which plans you should
administer and which ones oth-
ers should handle. It's a critical
decision."

Although the more claims ad-
ministration handled in house,
the larger the staff, the real
question Mr. MacDougall thinks
should be posed is: Is it advan-
tageous to handle the administra-
tion in-house?

"In the 1950s and '6Os, there
was a movement to 'do it your-
self-it's cheaper.' But in the last
few years, companies training
and maintaining people to ad-
minister, say medical claims,
'have found it's too much of a

burden," said Mr. MacDougall.
It's much more complex now, he
added.

Easy access to administrative
services only (ASO) contracts
for companies which self-insure
benefits is another reason to con-

sider giving up in-house admin-
istration, said Mr. MacDougall.

TPF&C offers some pointers for
an internal survey of the benefits
organization, staff and adminis-
tration.

Mr. MacDougall recommends
a committee take on the job and
that it include not only represen-
tatives of the benefits staff but
also persons from personnel,
treasury, and if the company is
large enough, the general counsel.
They should answer the follow-
ing questions:

• Which departments ane cur-
rently responsible for planning
and administration?

• What are their specific
tasks?

• Have all maj or benefit activ-
ities been identified and are they
carried out efficiently?

• Is the responsibility for each
activity clearly defined?

• What is the staff total?

• Do these persons also per-
form non-benefit duties and to
what extent?

• To whom do the employes
with benefit responsibilities re-
pont?

• How do the departments in-
volved interact?

• Is there a clear understand-

ing of who has the responsibility
to originate benefit design rec-
ommendations and to make deci-

sions?

In addition, Mr. MacDougall
said, top management should be
interviewed about its expecta-

tions for employe benefits. The
perceptions of the people on the
lines about their benefits would
also be helpful, the consultant
said.

What will you have at the end

of the study?
Most likely, Mr. MacDougall

said, you'll see the ideal way to
organize, staff and administer
employe benefits. "The challenge

will be to marry the ideal to the
existing organization. And the
success will depend on top man-
agement's commitment to get the

job done."

With a picture of what you
would like to do, if you can't
totally reorganize, the least you
will be able to do is shape and
develop the program through
time and staff turnover, the con-
sultant said. •



Peoule in Atlanta keep telling us
now to run ourbuslness

We want them to. In fact, we want
businesses from every region in the
country to give us their ideas.

So, we have a Southern Advisory
Board in Atlanta, and a Midwest
Advisory Board in Chicago. We have a
Central Board, aMid-Atlantic Board
and one in Canada, too.

The Boards are made up of
policyholders who could care less about
telling us what a wonderfulinsurance
company we are. They're tough,
practical businessmen who ask tough
questions and want straight answers.

We don't always like what they
tell us. They don't always like what we
tell them. But we listen. And they listen.
That's one reason why we provide the
best property insurance you can buy.

Regional Offices:
Boston, Cleveland, New York, Chicago,
Atlanta, San Francisco.

Arkwright-Boston Insurance
LFREFI

A most unusual company



If thisad gets enough people to act,
your 1nsurance may become
abetter buy.
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Insurance rates are at record levels. Some types of it will inform the public and encourage them to take a long
coverage are becoming unaffordable. hard look at what is happening and then take action.

Now then. Insurance oompanies are required to And if that happens, insurance rates might just,
see that there is enough money on hand to cover losses as stabilize. That would be a nice change.
they occur. So rates are based on expected dairns. You can help. Get one of our Enough is Enough

And frankly, rate increases oould go on brever if the booklets from your local Independent Agent or broker
public is willing to pay for them. representing The St. Paul.

But at The St. Paul we think people ought to know It's full of information on the causes, the pro's and the
the score. Because ultimately they pay for high claims costs. con's of some possible cures for high insurance rates.

So we're running advertising like this. Hopefully, At The St. Paul we feel Enough is Enough.
How do you feel?

Arson fires cost over $1 billion last
year. Who pays for this billion dollar
bonfire? We all do.

When somebody decides to put a
match to his business it is tough to prove.
When arson for profit can't be proven, the
insuranoe company has no choice but to
pay. All of us contribute to these soaring
damage claims by paying more for our
own property insurance. Because insur-
ance is merely sharing a risk among many.

What can you do about it?
Help to have arson dassified as a

major crime. One with the same high
priority for prosecution as robbery.

Push for uniform state laws on

reporting, detection and investigation.
Laws that would make arson harder to get
away with. (Over 20% of all fires are
thought to be arson, yet only 1 % -3 % of
confirmed arson cases result in
conviction.)

Work for programs to improve
investigation tchniques and cooperation
among fire fighters, police officers and
insurance investigators.

Write to state officials.

Tell insurance oommissioners,
police and fire department officials that
you would like to see some changes made.

\ Um#mt/»GENT /
I --- -m= /

Put pressure on local prosecutors
and encourage them to get involved.

kt people know you've had enough.
Send for our "Enough is Enough"

consumer booklet. It's full of information

on the causes and the pro's and con's of
some possible cures for high insurance
rates. You'll find out how to register your
views where they count. And how you can
help hold down your own insurance costs.

Or you can just do nothing and
figure the problem will go away. Of course,
if it doesn't, better keep your checkbook
handy.

Enough is Enough
Write The St. Paul for your

'*Enough is Enough" booklet. Or contact an
Independent Agent or broker repre-
senting The St. Paul. He's in this with you
and wants to help. You'll find him in the
Yellow Pages.

St. Paul Fire and Marine Insurance

Company, 385 Washington St., Saint Paul,
MN 55102.

amph Ul
Properly&Liability
Insurance

Serving you through Independent Agents. St Paul Fire and Marine Insurance Company/St. Paul Mercury Insurance Company/The St. Paul Insurance Company/
St. Paul Guardian Insurance Company/The St. Paul Insurance Company of Illinois: Property and Liability Affiliates of The St. Paul Companies Inc., Saint Paul. Minnes()ta 55102.

-
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info for buyers

T o receive literature listed in Info for Buyers write directly
1 to the name and address accompanying each item, mention-

ing that you saw the offering in Business Insurance.

• The American Society of Safety
Engineers' Directory lists 300 of
its occupational safety and health
experts cross-referenced by their
states. Included is the consult-
ant's firm, address, phone num-
ben professional certifications and
registrations, memberships, col-
lege degrees and specialty fields.
Cost is $7. Write American So-
ciety of Safety Engineers, 850
Busse Highway, Park Ridge, Ill.
60068.

• A Sensible Approach to Group
Dental Coverage is a promotional
brochure from John Hancock Mu-

tual Life Insurance Co. outlining

the company's programs. For a
free copy write Paul R. Craig,
John Hancock Mutual Life Insur-

ance Co., P.O. Box 111, Boston,
Mass. 02117.

• For Profitable Claim Manage-
ment is a brief promotional bro-
chure describing the claim man-
agement services of Miken Asso-
ciates Inc. For a free copy write
M.A. Galati, president, Miken As-
sociates Inc., P.O. Box 1561, Se-
dona, Ariz. 86336.

• You Asked For It-Fiduciary
Liability Insurance is a promo-
tional folder from National Union

describing its coverage in this
area. For a free copy write Prod-
uct Information, Corporate Com-
munications, American Interna-
tional Group, 102 Maiden Lane,
New York, N.Y. 10005.

. EDP Insurance from American
Home is outlined in a folder sub-

titled, Itrs special because we are.
For a free copy write Product In-
formation, Corporate Communica-
tions, American International

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

• The California Department of
Rehabilitation would like to help
you help injured workers is a
folder briefly explaining the de-
partment services in rehabilitating
the disabled worker. For a free
copy write Department of Reha-
bilitation, 830 K St. Mall, Sacra-
mento, Calif. 95814.

• A Workers' Compensation Ex-
perience Rating Service offered

Self Insurance

-Urne for
another
lookO James believes in self insurance when it

makes sense for you, but there are 4
critical elements that must be considered

I if the program is to be effective:

Risk
Control

Claims

Management

Management
Information
System

Excess
Insurance

James provides expertise in all of
these areas.

Forcomplete details on what James
can offer you in the way of self insurance
programs for any line of coverage,
write today No obligation, of course.
Robert L. Young, Vice President,
Self Insurance Services, 230 West Monroe,
Chicago, Illinois 60606. Call (312) 726-4080.

James
Fred. S. James & Co., Inc.
Insurance Brokers since 1858
Insurance and Risk Management Services
Through More Than 100 Offices Around The World.

by L.B. Leahy Co. Inc. is described
in a mailer offered by the conn-
pany. The service is intended to
improve a company's published
modifications and is aimed at

firms with at least 100 employes.
For a free descriptive mailer
write L.B. Leahy Co. Inc., 2
Westchester Ave., Pound Ridge,
N.Y. 10576.

• It's for You is an up-dated
pamphlet from GAB Business
Services Inc. explaining the com-
pany's expanded emergency claims
service. For a free copy write
J.W. Weatherstone, Marketing

and Products Division, GAB, 123
William St., New York, N.Y.
10038.

. Continuous Service for proper-
ty control and current values is
offered for recording property
changes as they occur. The Amer-
ican Appraisal Co. describes its
services for keeping original ap-
praisals current. For a free copy
write E.J. Francione, The Ameri-
can Appraisal Co., 525 E. Michi-
gan St., P.O. Box 664, Milwau-
kee, Wis. 53201.

• Fiduciary Standards of the Em-
ploye Retirement Income Security
Act are outlined in a Labor De-

partment booklet. When fiduciary
standards are applicable, what a
fiduciary is required to do and
what he is not, the exemptions, a
list of labor department releases
on fiduciary standards and inter-
pretive bulletins are included. For
a free copy write U.S. Department
of Labor, Labor-Management Ser-
vices Administration, Office of
Employe Benefits Security, Wash-
ington, D.C. 20216.

• Hospital Malpractice Inss Con-
trot at ESIS Inc. is described in an
illustrated brochure. A risk man-

agement program is outlined that
locates, evaluates and helps hospi-
tals control exposures to loss. The
program is offered to hospital as-
sociations, hospitals and joint un-
derwriting associations. For a free
copy write J.M. Ridgway, ESIS
Inc., 4050 Wilshire Blvd., Los
Angeles, Calif. 90010.

• The Complex Puzzle of Rising
Health Care Costs: Can the Pri-

vate Sector Fit it Together? is a
200-page report available free
from the Council on Wage and
Price Stdbility, 726 Jackson Pl.,
N.W., Washington, D.C. 20506.

• Bank's salvage and appraisal
services, monitoring services, ware-
house facilities, professional sal-
vage operation, verification of
value and segregation of damage
seivices are all described in a
brief folder. For a free copy write
Bank's Salvors and Appraisers,
615 First Avenue, N.E., 1VIinneap-
olis, Minn. 55413.

• Survival in the Jungle of

ERISA is the title of a reprint an,
the fiduciary liabilities under the
retirement security act available
from Howden Swann Ltd. For a

free copy write Anthony C. Bova,
Senior vp, Howden Swann Ltd.,
6 Commerce Dr., Cranford, N.J.
07016.

• You'll be able to read What

Others Are Saying About the
Hewitt-Coleman Premium Reten-

tion Plan in a promotional booklet
published by the company. For a
free copy write R.P. Hewitt, pres-
ident, Hewitt, Coleman & Associ-
ates, P.O. Box 3665, Greensville,
S.C. 29608.

• Reducing risks, errors and costs
of administration in Employe Ben-
efits Administration are outlined
in a publication from GAB. Com-

puterized group claims processing
at GAB is explained. For a free
copy write J.W. Weatherstone,

Marketing and Products Division,
GAB, 123 William St., New York,
N.Y. 10023.

• The need for an independent
asset appraisal and the services
offered by Industrial Appraisal
Co.' is described in an eight-page
booklet. For a free copy of the
brochure entitled Industrial Ap-
praisal Co. write William Moor-
head, Industrial Appraisal Co.,
222 Boulevard of the Allies,
Pittsburgh, Pa. 15222.

• Industrial managers, architects
and contractors are offered Rec-
ommended Good Practice for Pro-
tection of Building Under Con-
struction by the Industrial Risk
Insurers. Procedures deal with
cutting losses from fire, wind-
storm, collapse and vandalism.
For a free copy write F.C. Pow-
ers, director of publications, In-
dustrial Risk Insurers, 85 Wood-
land St., Hartford, Conn. 06102.

• Everything you ever wanted to
know about business interruption
insurance is the claim of a pamph-
let from the Independent In-
surance Agents of Indiana. The
26-page book titled New Profits
-Business Interruption Insurance

L.fo for Buyers is intended as a
forum for the exchange of educa-
tional information as well as pro-
motional material from suppliers.
Studies, guidebooks, and results of
surveys are wanted for inclusion
in the column. If your association
or think-tank is publicly offering
any insurance, risk management or
employe benefit-related material,
please send a copy to Info for
Buyers. And as a risk manager. if
you come across something you
think would be helpful to your
colleagues, tell us about it. Write
Info for Buyers, Business Insur-
ance, 740 N. Rush St., Chicago, Ill.
60611.

costs $7.49. Write Dale R. Cum-
mings, Education Director, Inde-
pendent Insurance Agents of In-
diana, Suite 501, The Mariott Ho-
tel, Indianapolis, Ind. 46208.

• Kemper Supplemental General
Liability Protection is described
in a pamphlet which discusses ad-
ditional liability insurance for
problem areas which might not
be covered under an existing pol-
icy. For a free copy write Com-
munications & Public Affairs,
Kemper Insurance Cos., Long
Grove, Ill. 60049.

. Retrospective Rating, in a new
4th edition, discusses the funda-
mentals of this commercial cas-

ualty rating plan. The 142-page
booklet, written by John R. Staf-
ford, costs $8.50. Write John M.
Stafford, J&M Publications, P.O.
Box 338, Palatine, Ill. 60067.

• Johnson & Higgins tells how it
rnanages Nuclear Loss Control

Technical Services. Safety records,
protection of facilities using nu-
clear materials, and their nuclear
advisory group functions are cit-
ed. For a free copy write Judith
Cromwell, assistant manager, Pro-
duction & Coordination Dept.,
Johnson & Higgins, 95 Wall St.,
New York, NY. 10005.

• How to protect computers and
data processing equipment from
property loss and damage is ex-
plained in Industrial Risk Insur-
ers' Recommended Good practice
for the protection of electronic

data processing and computer-
controlled industrial processes.

Losses from natural disasters and
man-made ones are described. For

a free copy write Publieations, In-
dustriad Risk Insurers, 85 Wood-
land St., Hartford, Conn. 06102.
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Tax breaks eyed for product liability reserves
WASHINGTON - Businesses

that self-insure for product lia-
bility could become eligible for
sizable new tax advantages.

Under legislation introduced by
Sen. John C Culver (D-Iowa),
a business could deduct from its

federal income tax funds added

to a reserve designated specifi-
cally to pay for product liability
losses.

Passage of the bill (S. 161,1)
would result in a significant re-
vision of the Internal Revenue

tax code that now prohibits ex-
cept in rare cases tax deductions
for reserves established to pay
for losses.

Specifically, a business could
set up separate reserves, not to
exceed 3% Of the annual gross
receipts of each product it sold,
manufactured, leased or distrib-
uted, to meet possible liability
losses.

"This amount (3% of sales) is
comparable to what the most
seriously affected manufacturers
are now paying in product liabil-
ity insurance premiums," Sen.
Culver said.

The reserve fund, in turn, could
be deducted from a company's
federal income tax liability just
as companies traditionadly have
deducted insurance premiums as

Low award

granted in
DC-10 case

LOS ANGELES-A Caldfor-

nia federal court jury has awarded
the parents of a woman killed in
the Paris DC-10 crash only $25,000
in damages.

The amount awarded to the

parents of Nancy Kalinsky ds be-
lieved to be the lowest settlement
in the 1974 crash of a Turkish
Airlines DC-10 outside Paris.

The total amount of settlements

in the case, which had been the
worst airline crash ever until the

recent disaster in the Canary Is-
lands, is reported to be between
$50 million and $70 million.

It is known that attorneys rep-
resenting the parents had asked
for compensatory damages be-
tween $5 million and $7 million.
However, since the young woman
was living in Europe at th6 time
of her death, the parents' attor-
neys were limited to asking for
damages based on the loss of "love
and affection."

The attorneys are expected to
ask that the award be set aside

as inadequate. Efforts to win pun-
itive damages in the case are also
expected to continue.

Robert C. Packard, attorney for
McDonnell Douglas, argued that
the woman was worth no more

than $25,000 and the jury appar-
ently agreed.

The Kalinsky case had been re-
ported to be the last outstanding
court case from the crash which

killed 346 people. However, a
knowledgeable source said there
apparently two more cases out-
standing.

Sources had been hoping that
the Kalinsky case would have
been decided in an out-of-court
settlement that would have in-
cluded a waiver of punitive dam-
ages. This, however, did not occur.

Earlier this year, federal judge
Manual L. Real ruled unconstdtu-
tional a California law prohibiting
punitive damages in wrungful
death cases. The defendants, Me-
Donnell Douglas and General
Dynamics, are appealing the rul-

business expenses.
A firm could expand the re-

serve annually over a five-year
period until the fund equalled
15% of a product's sales. That
amount would be tax deductible.

The reserve funds would be

used exclusively to pay for prod-
uct liability losses. Withdrawals
for any other purpose would be
subject to a stiff penalty.

Sen. Culver said one possible
beneficial side effect of the pro-
posal is that large businesses
would, with increasing fre-
quency, drop part of their product
liability coverage and opt for
self-insurance.

As a result, some of the ca-
pacity in the insurance market
would be freed, giving smaller
firms a greater opportunity to
obtain affordable product liabil-
ity insurance.

Reaction to the proposal gen-
erally was favorable. "It is a step
in the right direction," said Rob-
ert Bevenour, executive vp of the
Nissen Corp., a gymnastics equip-
ment manufacturer, in Cedar

Rapids, Iowa.
"It seems only fair that if a

company can deduct insurance
premiums, it also should be able
to deduct a reserve fund from its

federal income tax liability," he
said.

While conceding that the mea-
sure was "well-intentioned,"

John Thodis, director of govern-
ment relations for the Michigan
Manufacturing Assn., warned
that short-term measures some-

times have the negative side
effect of distracting attention
from what he considers the real

issue in product liability: funda-
mental tort reform.

An aide to Sen. Culver empha-
sized the measure is not a substi-

tute for Mr. Culver's earlier pro-
posal to offer reinsurance through
the Small Business Administra-
tion.

"This bill is another attempt to

do whatever we can to offer im-
mediate relief to businesses hit

hard by product liability avail-
ability problems," he said.

The measure now goes to the
Senate Finance Committee. Hear-

ings have not been scheduled. •

May be obtained on approval (Money refunded within 30 days)

s GENERAL INSURANCE GUIDE
. A comprehensive loose- eaf insurance encyclopedia (revised quar-

. Y terly) covering virtually all forms of Property and Casualty In-
surance. It contains more than 2,400 pages consisting of analyses42/SH t' and explanations of contracts, descriptions of various risk rating
systems and classificatilns, court case citations, and many policy-
writing and loss procedures. For the desk of every insurance• Revised Quarterly
manager, consultant, or insurance producer.

• Handy Loose Leaf One·third discount for readers who submit a copy of this ad with

. eferertatiSa#'¢'
prepaid order, $24 (instead of $36) plus NY sales tax, if appli-
cable. (Price includes 2 Free Quarterly Revisions.)

WERBEL publishing co., inc.
595 old willets path, smithtown, ny 11787

516-234-1114 212-261-6222

• Readily Understandable

Quick response is the mark of a skilled helmsman.
And so it is at The Atlantic Companies.

1*41-

PHOTO BY STANl EY ROSENI ELD

At the Atlantic Companies we take pride in our quick and responsive service, well harbored
resources, and prompt and ungrudging claims settlements. That's the seafaring tradition in
which we provide the very adaptable Atlantic Mutual or Centennial "Safeguard" package for
covering businesses large and small. Our "Safeguard" is tailored for your business by selected
independent agents and brokers.

Take advantage of our skilled crew. We've been running a taut ship for 135 years. .57

9/te oldmnlic 1 emp<uni£6
Atlantic Mutual Insurance Company • Centennial Insurance Company

Insurance in the seafaring tradition since 1842.
Home Office: The Atlantic Building. 45 \Abll Street. NewYork, N.Y. 10005
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Lawyer says insurers are crying 'wolf'
By JOANNE GAMLIN

ANAHEIM, CALIF. - The in-
surance industry, which is about
to reap "glamorous" profits in
1977, is crying wolf over the so-
ca11ed crisis in product liability
insurance, according to the head
of the California Trial Lawyers
Assn.

Addressing a product liability
seminar at the 24th annual West-
ern Safety Congress, Willie Ait-
ken asserted,that loss prevention
rather than tort reform is what's
needed to clear away the problem
of product liability insurance.

"The response of the insurance
industry (to the so-called crisis)
should be the development of
strong loss prevention programs
and not that of a wrecking crew,
destroying the rights of injured
people," he said at the congress.

Contending that the threat of
product liability lawsuits is bene-
ficial to society because it com-
pels corporations to create mean-
ingful loss control programs, Mr.
Aitken related the story of a
vaporizer manufacturer that per-
sistently refused to place a safety
cap on its product until its in-
surer threatened to halt coverage.

"It cost one. cent to put on a
cap that could not be unscrewed
by children," Mr. Aitken said,
heaping scorn on that segment
of business that appears to value
money over safety measures that,
in the case cited, would have
prevented youngsters from being
burned.

The plaintiffs' attorney also
belittled efforts at tort reform
that take the shape of creating a
statute of limitations or that in-
troduce the state of the art as a

defense. Of the former, he said
that under a 10-year statute of
limitations, which is currently
being debated by legislators in
Sacramento, plaintiffs in the re-
cent class action suit against
manufacturers of DES would

have been barred from suing. It
has taken 18 years to establish
that DES can cause vaginal can-
cer in the daughters of women
who were given the drug in the
early 19505 to prevent miscar-
riages.

He likewise dismissed a state

of the art defense by stating that
it means "you set up your own
standards and nobody can say
anything about them."

Mr. Aitken, who is with the
law firm of Bradshaw & An-

dres, Santa Ana, noted that the
way he figures it the cost of an

effective loss control program
should be no more than 1% of
total sales of the company in-
volved.

Defending the insurance indus-
try was John Mader, regional
manager, safety and health ser-
vices, Employers Insurance of
Wausau, Los Angeles, who denied
that the ·industry is making any
money on product liability cov-
erage.

For the year ended December
31, 1973, the product liability loss
ratio wis 135% plus claim ex-
pense ratio to premium, meaning
that for every $1 in expenses
insurance companies paid out
$1.35, he said.

Mr. Mader pointed out that be-
tween 1965 and 1973 there was a

686 % increase in product liatbility
awards or from an average award
of $11,644 in 1965 to $79,840 in

In
every field

of endeavor, there are
people who strive to excel. In

reinsurance, you'll find that kindof
person at Prudential Reinsurance Company.

We are staffed with Property and Casualty experts
who are prepared to meet a broad spectrum of

your reinsurance needs. From standard cover-
ages and capacities to the one-of-a-kind problem.
This expertise is backed by solid capital strength.

Which makes it possible for Prudential Reinsurance to
assume risks many other companies might not
consider atall. Asa matter offact, in 1977 weVe

doubled the capacity we're willing to commit. When
you have a reinsurance need, we invite you to call or

write the Prudential Reinsurance Company. Facultative
and Treaty. We're the Rock. The Rock in reinsurance.

Prudential Re.
The Rock in Reinsurance.

Prudential Reinsurance Company
Subsidiary of The Prudential insurance Companyof America

Prudential Reinsurance Company, Corporate Office
213 Washington Street, Newark, NJ 07101. Call: (201 ) 877-8000. Telex- 13-8698.

Branch Offices Los Angeles. (213) 385-6261; Chicago, (312) 782-4793, New York. (212) 422-4350
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1973.

He also said that the average
loss per claims for insurers is
inflating at the rate of 27 % a
year - that is, doubling every
three years.

He said that the trouble in

product liability is highlighted in
the case of an 11-year-old boy
who crawled on a power pylon,
and got a bolt of electricity which
ignited his T-shirt. According to
Mr. Mader, the T-shirt manufac-
turer had to pay a $140,000 judg-
ment in a product liability law-
suit, in addition to j udgments
paid to the plaintiff by the pow-
er company and a TV cable man-
ufacturer.

Ryan C. Knapp, senior partner,
Spray, Gould & Bowers, Los An-
geles, who spoke from the point
of view of a defense attorney,
advised the audience that corpo-
rations either set up strong in-
house safety departments com-
plete with safety engineers at the
design level or that they hire an
outside certified safety profes-
sional of CSP to evaluate their
product from the standpoint of
OSHA regulations. i

Settlements

not growing
like claims

WASHINGTON-The dramatic
increase in damages sought in
product liability claims has not
been accompanied by a similar
rise in the size of settlements.

That was the most surprising
trend uncovered in the most re-
cent survey of product liability
related problems commissioned
by the Commerce Department.

The report, whdch was prepared
by Gordon Associates for the In-
teragency Task Force on Product
Liability, is based on industry
studies as well as a telephone
sample of 337,manufacturers.

The survey found that the
amount of damages sought in new
claims jumped from an average
of $476,000 per firm in 1971 to a
whopping $1.7 million in 1976.

While the average amount of
settlements paid per firm, includ-
ing court awards, rose from $12,-
100 in 1971 to $28,800 in 1972, the
latter figure has remained mla-
tively constant in the last four
years.

The stability in company settle-
ments came at a time when the
number of pending claims per firm
leaped a stunning 600% from 3.5
claims in 1971 to 18.9 claims last
year.

In what was termed a "signifi-
cant development," the research-
ers reported that the number of
new product liability claims
reached an "apparent plateau" be-
tween 1973 and 1975.

The cost of product liability in-
surance, not unexpectedly, doubled
in the survey period. The biggest 
increases in the cost of coverage 
occurred among small businesses, j
firms with gross sales of less than 
$2.5 million.

While nearly all surveyed firms 
with annual sales of more than
$100 million maintained coverage
for protection against product j
liability suits, 29 % of small firms I
went "bare."

Only 3% of the small firms re-
ported they were unable to obtain t
product liability coverage. Most of
the small businesses said they 
went without coverage because
either the cost of insurance was

too high or they felt coverage was
unnecessary.

Large firms with sales of more ,

than, $100 million reported an in- 1
crease in their average deductible 
from $54,000 in 1971 to $334,000 ,
last year. .



Among other important find-
ings by NACUBO, said Mr.
Adams, were the wide geographic
spread of claims against educa-
tiona[1 institutions, the immunity
pattern anti the trend toward
greater consciousness of liability
problems on campus. College
business officers also retain more
of their risk and, do a better job of
targeting coverage (selecting in-
surance policies that cover spec-
ific risks where claims are (likely
to appear) instead of buying
broad, blanket coverages.

The study also showed that
medical malpractice is the real
liability problem for universities,
in terms of the numbers of claims
recorded. The largest institutions
have toughest problems width mal-
tpractice, "as would be expected,"
said Mr. Adams.

There's a chance that this study
would provide the foundation for
establament of a college and
university captive, he added, since
NA[CUBO has been stud*ng such
a move.

"But institutions are not mono-
liths, and won't allow themselves
to be lumped with other bodies
in other environments," Mr.
Adams noted. "What would fikely
happen with a captive would be
movement into it by those having
the worst experience and the
highest rates. Those institutions
with sovereign immunity would
slhy away from it, and would vio-
late the principle of spread of risk.

Colleges able to find coverage, study reveals
By SUSAN ALT

WASHINGTON - Despite the
appearance that many organiza-
tions are having trouble finding
adequate liabidity insurance cov-
erage, only a small fraction of
colleges and universities around
the country have encountered any
difficulty.

This was a key finding, and a
surprising one, in a major survey
done by the National Assn. of
College & University Business
Officers (NACUBO) of loss and
tnsurance experience among in-
stitutions of higher learning.

The study revealed that the
members of the association are
basically no worse oM than the
college business officers expected,
and might even be a bit better
off, said John F. Adams, director
of. the center for insurance re-
search at Georgia State Univer-
sity and a past chairman of
NACUBO's insurance and risk
management committee.

"My own feeling." continued
Mr. Adams, "is that it's not a
realistic way to solve this prob-
lem. It's more reasonable to think

of forming state pools, bringing
like institutions with similar en-
vironments together. And it's
even better to risk-manage the
institutions."

The study by NACUBC)'s mem-
bers was undertaken in order to
document the claims and doss ex-
perience of higher eduoation, to
have "numbers which could ac-
curately describe the situation to
insurers and to,the colleges them-
selves," he said. NACUBO also
wanted to demonstrate to the skit-

tish insurance industry that these
institutions do have a handle on

their own risks, and to demon-
strate th'aft colleges and univemi-
ties deserve a separate classifica-
tion, Mr. Adams said.

"I would h,ope the study leads
to greater retentions of risk by
our institutions," he said, pointing
to discrimination/civil rights as
an example of an exposure area
where retentions should be great-
er. "We spend a great deal for
investigation of cases before they
even become suits. Most of the

incidents are sett(led before any

insurance is called in. It's more
efficient that way. This kind of
retention should happen in this
field, because it encourages re-
sponsibility and accountabiity."

On the basis of data obtained,
said the NACUBO report, it seems
apparent that claims and other
costs are considerably less than
,the revenue (premiums paid)
generated by the 622 colleges and
universities over the three-year
period covered by the study. The
survey revealed that in over 95%
of the cases, there were no claims
for the period covered, and no

¢t

resulting losses.
Nationally, the study estimated

a total of 433 claims pending,
with the most claims in the east-
ern part of the country. Institu-
tions in the West have a higher
proportion of claims. In both
cases, professional and hospital
malpractice were the principal
causes of claims. Almost half of
all reported claims filed were
from the eastern region and over
half of those were for malprac-
tice.

But of even greater significance
to Mr. Adams was that more than

2
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95% of ald the institutions report
ing had no claims from 1973
through 1976. "The data suggest
that the liability problems have
been blown out otf all proportions
in the market place," he said in
the written report.

Many of the small schools re-
ported increases of 75% to 100%
in premiums between 1973 and
1975, Several insti,tutions reported
se1f-insurance plans covering the
bottom layer of losses (all losses
less than $1 miHion to an aggre-
gate loss of $3 million).

Since the survey was com-

pleted, said Mr. Adams, a number
of additiona,1 schools, particularly
those with medical schools and
hospitals, have gone the self-
insured route.

Data showed that claims settled
have generally been for relatively
small amounts, usually less than
$10,000 and many for less than
$1,000. The langest settlement re-
ported was for under $1 million,

Defense costs have been sig-
nificant, however,,the NACUBO
study revealed. Estimates ranged
from a low of $800 to more than
$500,000. •

d
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london line

British, U.S. plan to enforce awards
-orries leading insurers in London

By JOHN H. MILLER

LONDON-British and Ameri-

can officials are working on pro-
posals to make enforcement of
court awards less difficult.

Leading insurers in London are

alarmed by proposals which they
believe could result in major in-
creases in product liability rates
in the British market. Whether

there will be any impact on U. S.
companies remains to be seen,
since those firms are already ex-
posed to the risks.

The change are likely to be im.
plemented in 1978. Each country
would guarantee enforcement of
awards handed down by the
courts in the other country.

British government representa-
tives confirmed t(hat for many
months they have been having
talks with U.S. State Department
officials' in Washington to draft
reeiprocity legislation.

Michael Payne, a prominent

Lloyd's underwriter, said, "The
effects of the draft convention

wH1 mean quite simply that any
British businessman having any
business involvement with the

United States will automatically
be liable to the j urisdiction of
that country and all it implies.

"Product liability rates and de-
ductibles as far as U.K. producers
are concerned will have to nise

substantially. I think the loading
for them in the case of U.S. ex-

posures to their products will be
probably 10 to 15 times the base
rate if the new laws go through."

Arrangements for legi*lation
appear to have been made by both
U.K. and U.S. governments after
their civil servants had prepared
a draft convention which has now

been released for public debate
in London.

It is believed to spring £rom an
effort to help the U.S. business
market over the possible effects
of E.E.C. (European Common
Market) legidlation in the future.

Foreign office sources in Lon-
don call it a draft convention be-

tween the U.K. and U.S. for the

"Reciprocal Recognition and En-
forcement of Judgments in Civil
Matters."

It is subject to ratification by
the two governments. After it
comes into force "a judgment giv-
en by a court of a contracting
state shall be recognized in the
territory of the other contracting
state."

Though mainly intended to help
businessmen and corporate bodies
in their relationships between the
two countries, it has suddenly as-
surned new i,mportance because
of the surge in product liability
awards in the US.

This seems to have been over
looked by some of the legislators,
according to insurance sources in
London, for it can make export
products from the U.K. more
costly if their makers are sud-
denly exposed to the scale of
heavy payoubs which are gaining
momentum in the U.S.

Mr. Payne, who is joint chair-
man of the law reform committee
in the Lloyd's market, told Busi-
ness InSurance: "Judgments dn
any court in the U.S. wiH be ca-

pable of being virtually rubber-
stamped by any court in the U.K.
and it is hard to find any possible
advantage to British businessmen
if thi,s happens. There is notice-
able lack of appreciation of the
consequences so far.

'The dramatic upsurge of
product diability claims in the
U.S. in the past few years has af-
fected all who have business deal-
ings in any way with American
interests. We are hoping that
there will be changes in the draft
convention before it becomes law,
though we recognize the terms

have reached a degree of finality
w(hich may be difficult to alter
ncw."

Main effect of the new rules
will be to enable claims for lia-
birity awards against U.K. manu-
faeturers to be enforced more
easily in London, but punitive
damages, as distinct from com-

pensatory damages, will be ex-
cluded.

Businessmen fear that if they
make a product which is judged
defective by a court in the U.S.,
they will have to pay heavy dain-
ages without any right of appeal.

So far they are only liable to
the extent that they have assets
available for seizure in the U.S.
in the event of awards.

There is still a vast difference

between the legal systems of
Britain and the U.S. Juries were

abolished in Bribish courts many
years ago for civil law-suits to
avoid emotional awards.

Leading judges in U.K. courts
first of all decide on the guilt or
innocence of any manufacturer

sued for negligence, which is
kept within sharpay defined lim-
its, and then decide on the amount
of damages on a careful appraisal
of the loss the victim has suf-
fered.

Mr. Payne declared, to indicate
the anxieties of the insurance
market, that there seems no limit
to the lengths to which some U.S.
courts will go in order to esta,b-
lish liability.

"We know there is a growing
body of opinion in the U.S. that
product'liability is in drastic need
of reform," he told U.K. risk
managers at a conference in Lon-
don. "But damages are so far be-
ing awarded on an ever-escalat-
ing scale." •

Nowthere Only one
fire fighter you really need to calL
Chemetron.

One of the leading designers and manufacturers
of engineered fire suppression systems,
Chemetron has expanded its product line
dramatically. The result is a complete range of
systems for industrial anc' commercial applica-
lions. That means Chemetron can be the one
company to provide you with the ideal fire fighting
system forany fire hazarc.

Now, for all your fire protection needs, write
Chemetron Fire Systems, 111 E. Wacker Drive,
Chicago, IL 60601. Oa call your local Chemetron
Fire Systems distributor. He's listed in the Yellow
Pages under "Fire Protection."
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Star®Sprinkler.
Automatic life, safety, and
property protection.
For office, industrial and commer-
cial installations, Star Sprinkler
offers a complete line of standard
and specialty sprinkler heads,
valves and accessories. The

sprinkler heads feature quick
installation and come in a broad

range of styles and sizes. And
economically priced valves and
accessories are designed for
reliability and easy maintenance.



benefit tax slants

Restricted stock plans gain popularity
By JOSEPH S. ROBINSON the shares and receive dividends, ample, at the end of five years, It should be pointed out that

Attorney-at-law taxed at a maximum of 50% as if the stock stands at $50, the the cost of a restricted stock plan
"personal service income" while company takes a tax deduction of is known to the company in ad-

AN OLD standby known as the the stock is under restriction. $50 on a cost of $10. Therefore, vance--$10 a share in the above

restricted-stock plan is again The plan has advantages to the the company saves $25 (at the example. In other plans such as

gaining popularity. Typicaldy, ex- company too. If, for example, the roughly 50% corporate tax rate stock options or performance
ecutives receive shares of stock company awards an executive on the $50 deduction). If the stock shares, the cost cannot be pre-
which they cannot sell for a pe- stock at fair market value (its stays at $10 the tax deduction determined.

riod of, say, five years. Should current selling price) of $10 a equals the cost and the company ***
they leave the company, they share, the employer's expense is saves nothing. If the stock de- Employer Corporation was en-
forfeit their stock. In the mean- $10 a share spread over the re- clines the company loses on the titled to deduct its entire contrib-

time they are permitted to vote striction period. In a typical ex- tax deduction. ution to a qualified benefit plan
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1 Fire Boss®protectsthe
petrochemical industry.

Chemetron's Fire Boss special hazard trucks
and skids put fire protection where it's needed.
These dry chemical and twin-agent extinguish-
ing units are ideal for such remote applications
as petrochemical plants and oil rigs.

r

Safety First protection.
A match for any fire.
Chemetron delivers Safety First fire protection
in a form suited to your needs. For a wide
variety of applications, Safety First offers dry
chemical and Halon protection in engineered
systems, wheeled engines and hand-held
extinguishers.

Cardox®C and Halon 1301.
- Reliable safety for people and equipment.

Chemetron engineered systems are among the fastest
and safest methods of fire suppression forsuch sensitive

areas as control rooms and computer facilities.
Low-pressure Cardox systems need only a single CO2 storage

unit. They're easy on space and easy to modify. High-pressure Cardox
CO2 tanks suppress "hot spot" fires fast.
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Fire Systems
Chemetron Corporation
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even though the benefit plan was
substantially overfunded. So says
the Court of Appeals. (Texas In-
struments Inc., Ct. of App. 5th
Cir. 1977.)

*:*

A batch of technical changes
in the 1976 Tax Reform Act is

expected to clear Congress some-
time this summer. Among the sig-
nificant proposals affects gifts
worth $3,000 or less which are
made within three years of death.
These would not be added back

to donor's estate even if worth

more when he dies. However,
there's one important exception.

Life insurance policies given
away within those three years are
added back even if the policy was
worth less than $3,000 when given

away. This exception, in effect,
taxes to the estate of a deceased

employe the proceeds from an
employer's group-term life policy,
according to the Internal Revenue
Service.

***

The Tax Reform Act of 1976

replaced the sick pay exclusion

with a more restrictive disability
income exclusion that applies only
to cases of permanent and total

disability. In other words, the new
exclusion contemplates retirement
caused by disability.

Permanent and total disabiltty
is defined in the regulations as

"the inability to engage in any
substantial gainful activity as a
result of any medically deter-

mined physical or mental impair-
ment that (1) can be expected to
resudt in death or (2) has lasted,
or can be expected to last, for a
continuous period of not less than
12 months."

In order for a taxpayer to claim
the exclusion, he'11 have to attach
to his income tax return a certi-

ficate from a qualified physician
attesting to his permanent and
total disability. To make certifi-

cation as easy as possible, I.R.S.
provides a form. (Announcement

77-43, IRB 1977-15).
***

New rulings give added tax
break to pensions. The limit on

corporate pension plans has been
raised to 100 % of pay up to a
new $84,525 ceiling. What's more,

ceiving benefits under a deferred
compensation setup do not have
to pay Social Security tax on such
income.

IRA "rollovers" can be very
important for lump sum pension
or profit-sharing payouts. By do-
ing this, you can delay the tax on
the payments until you retire; you
can even prolong the tax until

age 70 if you choose to put off
the paymenits. •

The
$2Z9 million
difference
inTexas
workmen's

comp coverage.
$27.9 million-that's how much
we returned to our workmen's

compensation pollcyholders in
1976 alone through dividends,
premium discounts, and
retrospective returns. Those
savings have convinced many
companiestoseparatetheir
Texas coveragefromtheir national
workmen's compensation plans.
It's worth a phone call to learn
about the $27.9 million
difference in Texas workmen's
comp coverage. Call us
at 214/653-8212 . Ask for National
Accounts.

Texas ErnPLOVeRS'

insumanceAssociaTIon

P. 0. Box 2759

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers· Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers National Life Insurance Co.
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Innovation, performance,

dependability...

thats why we outshine

all the rest in LTD.



Again in 1976, we sold more new
LTD cases than anyone else.

Itcame as no surprisethat we continued toout-
perform the industry last year by selling more new
cases, covering more employees lhan ary other
company in the industry.*

It didn't happen overnight.
It takes a while to build a performance record

that is both outstanding and longstanding.
As proof that we're a company you can oepend
on, conside'this: Of all the major LTD writers
wecompeted with in 1965, not one isamajor
factor in the business today

The answer is having the
courage to charge enough.

In an industry ds competitive as ours, it lakes
courage to charge enough to be abletc p-0-
vide benefits ard prope* claims service wnen
.the time comes. But that s what a c uality con-
tract is all about, andto us-there's no other
way. We've seen too many companies buy
theirway intothe businessone year, cnlyto
wind up having to price themselves out -he
next. In contrast, we have more cases on the

' Source: Employee Eenelit Plan Review, April 1577

/

books today than eve
else in the industry.

', and more than anyone

We set the standard.

We keep our cases
we perform for our po
tegrate our benefit am
continuation plans. 0
designed to help disa
productive, rewarding
complications of prec
other sic<ness is part

on the books because

licyowners. We never in-
ount with informal salary
-ir rehabilitatian benefit s

bled workers return to

positions. Treating
nancy the same as any
of our standard contract.

Knowledgeable, responsive
professionals.

Behind itall are people who know what
they're doing. Our District and Branch offices
are stafed with true LID professionals. They
know the product. They know how to analyze

client needs and the sell LID as a major
producr line, not as a sideline.

No other companyoffers the service orienta-
tion and expertise we:do. To find out how
respons ve we are, ask us to quote. We'll sell
our LID withoutthe usual requirement of other

coverages in the "baqgain." Because it stands

1-

alone. we sell it alone-all the way down to 10
life aroups.

39 years in the writing,
but hot off the press.

We:started "writing the book" on disability
incorne insurance in 1938, and we beganthe
chapter on LID over 15 years ago. But our new
brochure. which tells the whole LID story, is·
hot off the press. Even if you're an o d LID hand
who.has watched the sun come up as many
times as we have, ycu'll find something new
under the cover. Serd for a copy.

0 Please send me yoir iew brochure
on Loig--erm Disability Insurance.

0 Have a representati,e con-act me.

Narr·e

B irr

Add».:

riy State 7ip

1Aail to: Willard R. Moulton, Director of Disab Ity Produsts
- Departmen· A

Unionmutual, 2211 Congress Street
Portland. Maine 04112 orcall: (207) 780-2211

PLEASE ALLOYV THREE WEEKS FOR DEL,VERY

---- ---IJ

.® Unionmutual

A wick raiged Dsability, Life Insurance, Peision and Equity Pr6ducts are available through Unior Millal L,fe Insu-arice Corrpany,
- Ln cnnrual Stock Life Insurance Do. of America, and Unionmutual Stock Life Insurance Ccloanyot Neivkrk. .
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P/c insurers report
$540 million loss

NEW YORK-The nation's

property and casualty insurance
companies lost more than $540
million on their underwriting op-
erations during the first three
months of 1977, according to the

Professional

Liability
Reporter

Insurance Information Institute.

The loss compares to a $1.4 bil-
lion underwriting loss in the same
period in 1976, the worst three
months in the industry's history.

Investment income for the first

three months totaled $1.2 billion.
Net income totaled $862 milMon.

The institute estimates a loss on

underwriting of nearly $9 billion
for the last three years. •

Finally, there is a comprehensive research
service that provides you with monthly di-
gests of current matpractice appellate decl-
sions, new legislation, indexes of all current
journal articles, trial court results, collateral
citations, concise news of professional asso-
ciations, insurance regulations, disciplinary
proceedings... and a twice-yearly subject
category index. Each issue covers...

lawyers, physicians, hospitals, accountants, architects,
insurance professionals, bankers, corporate directors

and officers, securities brokers, engineers...

Annual subscription rate: $120. For a complimentary copy,
write Professional Liability Reporter. 235 Montgomery Street,
San Francisco, CA 94104 (415) 986-0555.

In its first year of publication...

subscribers in all 50 states and 6 foreign countries

around the states

Court upholds Pa. order requiring
27 days of sick pay for pregnancy

HARRISBURG, Pa. - Pennsyl-
vania's Commonwealth Court has

upheld the right of pregnant wom-
en to receive sick leave pay for
days lost because of pregnancy.

The court let stand a state hu-

man relations commission require-
ment that a teacher be compen-
sated for 27 days of sick leave
taken because of a pregnancy.

In the majority opinion, Judge
Theodore 0. Rogers said that dis-
ability plans that don't provide
sick pay for pregnancy discrimi-
nate against women because of
their sex.

The decision came in a case in

which a teacher was denied preg-
nancy benefits because her con-
tract excluded such benefits. The

commission ordered the school
district to compensate her for 27
days of sick leave, and that order
was upheld by Ccmmonwealth
Court.

FRANKFORT, Ky.-The Ken-
tucky Court of Appeals has re-
versed as excessive a decision

awarding a woman $30,000 dam-
ages for negligent treatment of her
hair.

The state's highest court re-

Can You Answer 2
0 These Questions About I

 DENTAL PLANS? 62
20. How much have dental fees increased in the

past five years?

21. How can a company implement a contributory
dental plan without encouraging adverse
selection?

22. How do utilization patterns vary as a dental
plan matures?

23. What effect does a deductible have when used

in a dental plan?

24. Can a multi-state company design a scheduled
dental plan that is equitable for all employees?

25. What are the provisions most commonly found
in dental service plans?

Giveyourself 2points foreach correct
answer. A total of 10 or 12 points is very
good. Anything lessthan that indicatesa
need for furtherinformation, whichyou can
findintheEBPR Research Reports. Other

answers toemployee benefit problemscan
be foundthere, also.

If you would likea free report which
coversoneofthesequestions, simplywrite
thenumberofthequestiononyourbusiness
card or letterhead and send it to us:

Charles D. Spencer&Associates
222 W. Adams St. Dept. D.6
Chicago, Illinois60606

Serving The informational Needs
Of The Entire Benefits Community.

manded the case to circuit court
for a new trial to determine dam-
ages. In all other aspects, Louise
M. VP ilson won her case against
Redken Laboratories, Inc.

The woman's hair became

splotched with orange during a
frosting process at a beauty shop
in 1973. When attempts to correct
the situation failed, the shop own-
er sought help from the labora-
tories.

The woman temporarily lost
most of her hair and was required
to wear wigs. She sued Redken
and was awarded $245 in special
damages and $30,000 for mental
anguish by the lower court.

But the high court said there
was no evidence of lost wages,
pain or diminished earning capac-
ity, and there was no permanent
damage.

OLYMPIA, Wash.-The Wash-
ington senate has passed legisla-
tion that would spread liability for
defective products from manu-
facturer to retailer.

Under current court decisions,
the retailer normally is held re-
sponsible for any injury caused by
a defective product and required
to pay 100% of the damages.

The bill, which was sent to the
House for further action, would
move the state to a contributory
fault concept.

Courts would decide damage
awards and then pro rate the
amount among the manufacturer
and others involved in the pro-
duction of the item, a repairman
and the retailer.

Supporters of the legislation
claimed that ff the contributory
fault concept is not adopted in
Washington, retailers will not be
able to afford product liability in-
surance and be forced out of busi-

ness.

AUSTIN, Tex.-A bill has been
proposed in the Texas legislature
requining the state to defend any
employe in a lawsuit alleging neg-

ligence or civil rights violations.
The state also would have to pay
all damages, court costs and attor-
ney fees-adjudged against the
employe.

'I[he legislative budget board
said it could estimate the financial

impact of the measure, but
warned that it could be "signifi-
cant." Current 'law requires the
state to defend and pay damages
assessed against employes of cer-
tain state agencies. The bill would
add ·all state employes and include

courts costs and a,ttorney fees.

FRANKWORT, Ky. - A Lid-
ville (Ky.) woman has been

awarded $4,857 as part of a reli-
gious discrimination complaint
against the Louisville division of
the Great Atlantic & Pacific Tea

Co. Inc.

The money, less any interim
wages was awarded Denise Ray
as part of a conciliation agreement
between A&P and the Kentucky
Commission on Human Rights.

Ms. Ray charged in her com-
plaint that A&P failed to make
"reasonable efforts" to accom-

modate her religious be1iefs after
her conversion to the Seventh Day
Adventist Church.

She said she was fired in June

1975 from her job as part-time
checker because her beliefs pro-
hibit working from Friday at sun-

down to Saturday at sundown
A&P denied the discrimination

charges and said its decision to

sign the settlement does not mean
it admits it violated the Kentucky
Civil Rights Act.

The agreement stipulated that
Ms. Ray will not be required to
work during any period that
would conflict with her religious
beliefs and will be permitted to
exchange work hours with any
willing co-worker. A&P also
agreed to reinstate Ms. Ray with
no loss of seniority.

SPOKANE, Wash.-An $815,700
verdict in favor of a 23-year-old
quadraplegic was denied because
a Spokane County (Wash.) Supe-
rior Court found the plaintiff 90%
negligent in his paralyzing acci-
dent.

Because the accident occurred

in Idaho, that state's law-which
requires a jury to determine that
a plaintiff was at least 50 % negli-
gent to recover damages-was ap-
plied in the case.

The jury was unaware of the
Idaho law's appMcation. In Wash-
ington state, had a jury found a
plaintiff to be 90 % negligent and
the defendant to be 10 % respon-
sible, the plaintiff could recover
10 % of the verdict.

The lawsuit was brought against
Albert Elkins, owner of Elkins
Resort, Priest Lake, Idaho, by Jo-
seph Thayer, a Washington State
University senior, who contended
he dove into shallow water at the
resort and struck a rock.

Thayer's attorney argued that
the resort was responsible for
maintaining a safe swimming area
and that a swimmer should be

allowed to believe the water was

free from obstacles. But counsel
for the resort contended a swim-

mer was obligated to learn the
condition of the water before
diving.

The jury awarded the $815,700
verdict, but found the resort only
10% responsible.

AUGUSTA, Maine--Gov. James
B. Longley has asked the legisla-
ture to approve a bill that would
require state review of all hospi-
tal rates in Maine.

The measure, which is aimed a
curbing health care costs, would
create a "Health Faci1ities Cost

Review Board" that would regu-
late hospitals similar to the way
the state currently regulates pub-
lic utilities.

.

HARRISBURG, Pa.-The state
Insurance Department has advised
some 40,000 Pennsylvania busi-
nesses that their commercial fire
and extended coverage insurance

premiums will decrease over the
next year.

The department approved a
3.1% decrease in rates for the 330
insurers, represented by the In-
surance Services Office.

The overall rate adjustment in-
cludes a 3% decrease for commer-

cial fire insurance coverage and
a 3.6% decrease for extended cov-

erage insurance.
The department said the changes

will save a total of $2.9 million
a year for the policyholders. •

PLRB chairman

Francis P. Story has been
elected chairman of the board of

governors for the Property Loss
Research Bureau. Mr. Story, presi-
dent of Holyoke Mutual Insurance

Co., succeeds Edward C. Jones,
president of Iowa Kemper Insur-
ance Co.



Dual filing
of 5500s

eliminated
WASHINGTON-In a move

designed to end confusion and un-
necessary paperwork, the govern-
ment is eliminating the dual fil-
ing requirements for Form 5500,
the basic annual report for em-
ploye benefit pdans.

Employe benefit plan adminis-
trators and sponsors will file only
one annual report for each ben-
efit plan with the Internal Rev-
enue Service seven months after
the end of the plan year.

Under the old system, employ-
ers had to file the annual reports
with the IRS and the Department
of Labor on sepamte dates which
frequently caused "confusion, de-
lay and excessive costs," the gov-
emment said.

The new filing system will be
ready for 1977 return forms filed
in 1978. Employers will continue
to fide 1976 return forms with the
Labor Department and the IRS.

In announcing the new stream-
lined filing procedure, Alvin
Lurie, an assistant IRS commis-
sioner in the office of employe
plans and exempt organizations,
said: "This is the kind of thing we
are doing as a practical matter,
acutely aware of making multiple
jurisd¢ction operate with a min-
imum burden."

In addition, employers wim no
longer have to file the Pension
Benefit Guaranty Corp. annual
report, Form PBGC-1. The ques-
tions on that-form will be merged
into the 5500 form.

In a related change, welfare
plans which were previously filed
only with the Labor Department,
will be filed only with the IRS
beginning in 1978. •

Cost control

bill possible
WASHINGTON-Despite some

glowing support, a senior White
House official conceded it is too

early to predict if Congress will
pass President Jimmy CarteFs
hospital cost containment pro-
posais.

"Many people thought the bill
would be introduced and then

would die," said Joseph Onek, as-
sociatte director of the adminis-

tration's domestic policY staff.
"That hasn't happened. It has a
fighting chance."

Speaking before a legislative
update conference sponsored by
the International Foundation of

Employe Benefit Plans, Mr. Onek
said the administration remains

committed to introducing a na-
tional health insurance program
early next year.

But Mr. Onek said it would be

difficult to phase in the program
untii hospital costs are first
brought under control.

Before introducing the cost con-
trol program limiting increases in

hospitals' revenues to 9% a year,
the administration rejected pro-
posals to place revenue caps on
only Medicare and Medicaid re-
imbursements.

4,We were told that if caps were
placed on Medicare alone, costs
would be raised elsewhere," said
Mr. Onek.

The mechanism for implement-
ing the program is expected to be
in p[lace by October.

When asked what would hap-
pen if the controls fail to restrain

cost increases, Mr. Onek said
simply: "Then it is back to the
drawing board."

Bring your Aviation Risk
down to earth...

in the Circle of Protection

SMAU experience and capacity form your
Circle of Protection. It has developed
leadership for SMAU, just as it will develop
friendship for you. Seek the SOUTHERN MARINE
AND AVIATION UNDERWRITERS' Circle of Protec-

tion through your insurance agent or broker.
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25 Chicago suburbs urged to self-insure risks
By KATHRYN McINTYRE ROBERTS

CHICAGO-Twenty-five Chi-
cago suburbs have sounded out
the waters of self-insurance and

now must decide if they're goin,g
to dive in.

They've been told by Darien,
Conn.-based Risk Planning Group
Inc. that they could save 25% to
39% of their insurance costs by
pooling to self-insure their risks.

Financial officers in the com-

munities were still digesting a
56-page report from the consult-
ants on their risk and insurance

problems when contacted by
Business Insurance. They didn't
want to commit themselves to

self-insurance yet, but they ap-
peared impressed with the po-
tential savings and were indig-
nant over past insurance costs.

"We've been gouged in the past,

apparently," observed Richard
Glueckert, finance director of
Buffalo Grove.

The consultants found that 23

of the suburbs paid a total of
$2,850,880 for property and cas-
ualty insurance during the 1976-
1977 premium year. If they had
jointly self-insured their risks,
the communities would have paid
$1,761,141-or $1,089,739 less than
they paid, the consultants esti-
mated. The self-insured cost in-

cludes administration and legal
and safety engineering services
as well as excess insurance, bonds
and losses.

Risk Planning vp Michael G.
Thistle explained the municipali-
ties paid more for insurance than
their losses woudd justify because
"underwriters are not segregating
their losses."

For instance, 23 of the suburbs

D

paid a total of $1,595,682 for
workers' compensation insurance
last year, but their losses totaled
only $418,637 plus $453,130 in re-
serve funds.

The report summarizes, "From
a strictly economic .point of view
the villages would have been
much better oM if they sellf-in-
sured the exposure within spe-
cified retention limits and pur-
chased annual aggregate protee-
tion above their individual and
combined retention levels."

Although the detailed exami-
nation of risk funding alterna-
tives and specific costs is slated
for a second phase of a three-
phase study, the initial report
suggests a pooling mechanism
could retain $100,000 per oceur-
renee and $500,000 aggregate
above a village self-insured re-
tention of $5,000 per occurrence

and $50,000 aggregate.
The local governments parti-

cipating in the risk management
review are,members of either the

Northwest Municipal Conference
or the DuPage Mayors and Man-
agers Conference. Faced with
mounting insurance costs-Buf-
falo Grove's Mr. Glueckert re-

ported a threefold increase in as
many years-the suburbs collec-
tively hired the consulting firm

for some cost-cutting advice.
Each suburb will pay from

$1,500 to $1,800 for the study,
based on its premiums. That rate
is one fourth to one-fifth of what
it would have cost them to in-
dividually hire a consultant, said
William H. Muhlenfeld, execu-
tive director of the Northwest

Municipal Conference.
In the third phase of the study,

should the suburbs decide to con-

are what you get when you call First State, the oldest, largest
domestic company formed to write Surplus Lines, Special Purpose
and Reinsurance Business.

Having a problem finding a cover for an unusual risk? Chances are excellent
First State's Special Covers Facility is your answer. Twenty-six unique classi-
fications are available and more are being added constantly. All contracts are
written to conform to individual requirements.
First State is also a receptive market for Valued U. & 0., D.I.C., Umbrellas,
Buffers, All Risk Builders' Risk, Vacant Properties, as well as unique and
unprecedented risks.

So, call First State. We're ready, willing, able and have the capacity to
implement.

A + : Class Yl[ - A. M. Best co.

MULTINATIONAL, PROPERTY and LIABILITY,
MULTIUNE THROUGH AGENTS AND BROKERS

FIBR=12 S'12*5f'J El
8*gUIRAM© Im © «1). *f iF AY:Sly

(a CAMERC)LBY activity)
Cameron and Colby Co., 60 Batterymarch Street, Boston 02110-617/357-8400

CHICAGO, Hartford Plaza Building, 312-782-5921
ATLANTA, 3340 Peachtree Road N.E., 404-523-6261
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tinue, the consultants will assist
in implementing the chosen risk/
insurance management plan.

The municipalities are meeting
in mid-June to vote on .pursuing
self-insurance. Mr. Muhlenfeld
said, "It's safe to say most of
them wi11 continue this. We hope
to have something operational ( a
self-insurance pool) by next May
for workers' compensation and
auto liability."

For the meantime, the initial
report gives the suburban offi-
cials lessons in risk management,
explaining exposure identification
and risk control and outling their
application.

In reviewing the suburbs' risk
and insurance management, the
consultants found some disturb-

ing exposures and practices in-

cluding:
• Numerous villages do not

maintain duplicate records of vil-

lage ordinances, resolutions of the
board, tax records and other im-
portant data.

e Two instances where chiefs

of police had been known to pilot
aircraft within the performance
of their village duties.

• For the most part, pre-em-
ployment loss prevention ind6c-
trination is left up to the indi-
vidual supervisors who may or
may not instruct new employes
regarding loss prevention meas-
ures.

• No standard village policy
regarding employes' use of their
own vehicles on village business.

• Some villages engage in oral

mutual aid agreements in emer-
gencies and most mutual aid
agreements are excluded from in-
surance protection.

• Numerous villages are lax
in obtaining certificates of insur-
ance trom entities and individuals

performing services on their be-
half.

• Many villages obtain their
insurance agents/brokers through
the bid process and the lowest
bid is usually awarded the in-
surance program without consid-
eration of the depth or abi1ity of
the servicing agent or brokerage
finm.

In addition to the general rec-
ommendations and observations

in the report, each municipality
received an individual review of

its insurance portfolio which in-
olu(led recommendations for (re-

tentions, limits and additional
coverage.

Whether or not the municipali-

ties choose to pool to self-insure
their risks, Risk Planning's Mr.
Thistle hopes they implement a
coordinated risk management

function. The consultant's report
recommended each suburb could
establish a committee to oversee

the risk management work or
appoint a person part-time to co-
ord,inate it.

And if they don't pool to self-
insure, the consultant recom-
mended that the villages consider
joint insurance purchasing, not
only .for the financial savings
possible but also for the increased
bargaining power a group can
wield. •

Name change
Stephen's Financial Services, a

Columbus, Ohio-based group ben-

efit consulting firm, changed its
name to Cor-Ben Consultants Inc.

After studying ,group self-insur-
ance for more than a year the
firm is now seeking clients in a
position to consider self-insur-
ance. Because of the enormous

medical premium increases in
Florida, Cor-Ben recently opened
an office in Miami, with a direct

goal of providing ASO consulting
services.



HMOs: Some tips from the Reynolds experience
By Bynum E. Tudor and dedication on the part of our new

administrative staff

Director of Employe Benefits Bynum Tudor lS the newly Another unexpected development was

R. J. Reynolds Industries Inc. elected president of the National the volume of use of our Health Center

Winston-Salem, N. C. Assn. of Employers on Health
from the opening day forward. Starting

up in July as we did, we felt that many-

T HE INITIAL performance of our HMO Maintenance Organizations (NAE- members would either be on vacation, or

-which is known as Winston-Salem HMO) which already has,122 com- would postpone visits in favor of outdoor

Health Care Pdan-has met all of our ex- pany members in just over a year
activities We also thought there might

pectations. We at R. J. Reynolds established be an initial restraint on the part of

our HMO with the conviction that HMOs since its founding. Mr. Tudor says people in trying out our new health

represent the coming national trend in care concept.

health care and the reaction to our HMO company members by early 1978.
Instead, we found that members were

by the plan's first members has confirmed curious and anxious enough to want to

that feelmg Mr. Tudor lS busy these days play- test our services immediately. Many, after

We are presently serving a membership ing host to the many corporations

thousand more come m July 1. And an-

NAEHMO's goal is to have 300

learning they were * accepted as members

of 10,000-up from the enrollment of 6,000 wanting all the latest data about in our prepaid plan, evidently postponed

when we opened our doors on July 1. Four check-ups and treatment so they could
how Mr. Tudor set up his HMO; take full advantage of our program. Again,

other 23,000 are on a waitmg list wanting he has 80 different corporations on , ..* :y.5, it was hard work on the part of our

to join. staff that saw us through I'm not sayinghis waiting 11st to come in for a
Our studies show that these members that we were terribly ovenburdened, be-

have been utilizing our Health Care Center
vlslt.

..Y..
cause we had calculated the size of our

at the projected rate of 38 Health Center medical and administrative staff to handle

visits per year. We also are closely mom- the anticipated early case load and more.

toring hospital admissions and lengths of What I am saying is that we're glad we

stay, and have found the hospital use has to come on board shortly. By yearend we that you might better cope with them did allow for extra staffing.
been at the rate of 436 days per 1,000 expect to have a staM of 20 physicians should they happen to crop up.
enrollees per year. Th13 per day digure is and six PA s One of the first things we learned is Minor and inevitable adjustments had

substantially below the figure for our Our goal is member enrollment of 19,000 that you have to allow extra lead time to be made on the part of both members
Blue Cross program. by the end of this year, and we expect for the start-up of an HMO. You must be and staff in making the new HMO con-

These statistics *indicate that our mem- the ultimate membership fi,gure to reach completely ready, in tertms of organiza- cept work. People often are used to one
bers are definitely accepting the HMO 30,<000 by the time our HMO attains ma- tion, staffing and facilities, to treat people doctor, and do not always take to the
concept, and that they are using the turity-which should be in about two from the first minute you open your doors. practices of a new one So, they're liable
health center for preventive treatment, as years. It is not like putting a production plant to insist that the old way was better, and
they should. Wdnston-Salem Health Care Plan origi- on stream, for example, where you can ask their HMO physicians to adopt methods

nates all of its services in one 3-story iron out difficulties as you go along. When similar to those of their previous doctor.
The response we have received has en- building and initially 13 serving only one you're dealing with human welfare, >ou're During our first six months of existence,

abled us to proceed with our plans for group--the employes of R. J. Reynolds dealing with an area. of the highest im- however, we received only· about 25 com-
expansion of Winston-Salem Health Care and their families. However, I want to portance and sensitivity. You are obliged plaints of any kind, most of them minor,
Plan Our method is to establish a gradual, make it clear that this does not mean that to create a quiet„ relaxed atmosphere for and not all of them about treatment We
orderly growth pattern, that will allow us R J. Reynolds now is in the medical bum- patients and staff from the very start. You think that's a pretty good record
to add to our enrollment at a fairly fast ness. Rather, Winston-Salem Health Care positively cannot have any confusion or The acceptance on the part of our mem-

rate, yet maintain a consistently high kvel Plan operates as a free-standing entity, rushing around during start-up Remem- bers has extended to our use of physician's
of services. In line with that, we made apart from R J Reynolds. We have a di- ben you are in reality selhng a totally assistants and nurse practitioners in per-
room for 1,000 more members each in verstfied team of physicians and profes- new concept of health care and you've got forming many of the routine tests Of
successive increments this past October sional administrators who have shown to be in near-perfect readiness to meet course, this lS a radically new approach
1, Novernber 1 and January 1 and in the they can render high-caliber medical treat- the heavy expectations and demands of for those used to receiving alt treatment
spnng, brmging us to our present total of ment to our employes. your brat patients. from a single family physician However,

10,000 We have had a few problems, of course. we have discovered that some of our

At the same time, we have been careful The start-up of any new program is bound For our own part, we did not provide members, as they receive treatment from
to increase our professional staff in pro- to have a few misfires. In our case, we for quite as much lead time as we could PAs and NPs over the course of several
portion to the added case load. We started have been fortunate enough to overcome have used. An extra two months would months, actually come to prefer dealing

out with seven physicians and three phy- them without any harmful consequences, have been nice, and I recommend anyone with them So the arrangement has worked
sicians assistants last July. We now have and I would like to share a few examples starting an HMO to build that added mar- out well for us
nine physicians and five PAs, and have wibh you, in the hope that they might gin into their own lead 'time As it 1:, we Another success has been our unwritten

already signed on eight more physicians, help you to head off mmilar problems, or met our dealine through sheer hard work Continued on following page

in seven major areas

Actuaries are crucial in self-funded health plans
By Stephen D. Brink assumed a large role in the financing of assistance from attorneys, actuaries, and programs, the actuary will examine the

health care. The sponsors and managers administrators in the performance of his plan's risk components, such as plan bene-
Consulting actuary of health 'benefit plans turned to the insur- function. fits, demographic characteristics of plan

Mill,man & Robertson Inc. ance companies and other prepayment Under a self-insured program, regardless participants and number of participants, as
Brookfield, Wis. programs because of their ability to spread of form, the plan sponsor is the basic under- they relate to sell-insurance and other al-

the risk of loss through insurance mech- writer of the pgan. He will have to answer ternative risk management arrangements

D RAMATIC INCREASES in the cost anisms Insurers offered the capability of questions such as· W(hat are the benefit The actuary will determine the plan's cost
of health benefit programs have handUing increasingly complex benefit payments expected to be9 What are the elements as they relate to risk exposure

caused benefit plan managers to explore payments, and could guarantee the em- costs of future benefit improvements? How and risk management arrangements He
alternatives to solve the problem of rising ployer a budgetable level premium for much risk should be retained? Is the bene- can also bring attention to the long-range
costs. Benefit plan sponsors, whether they twelve months at a time. fit structure soundo Are the assets reserved effectiveness of cost controls under avail-

are employers, associations or unions have to provide future tbenefits adequate') Is able alternatives

always been concerned a,bout the heakh In recent years insurance mechanisms, self-insurance continuing to provide quality Also to be considered are the economic

of their people as well as the cost of health through experience rating techniques, benefits at the lowest possible cost? position and regulatory environment of the

care Thus, the objective of the benefit have shifted a substantial portion of the A qualified actuary, experienced in the plan sponsor Working with qualified at-
plan manager, who is re*ponsible for the risk back to the #an itself. This dhift has health field is able to provide answers to torneys, the actuary will review the prob-
plan's operation, has been and will con- made the plan sponsor more aware of the these questions and many others as well lems of administration and other require-
tinue to be the availability of quality insurer's administration charges and the The training and skills of the actuary, long ments under state and federal laws and
health services at a minimum cost. Self- charges made by the insurer rfor risk bear- essential to risk-taking insurers, are equal- regulations. Being able to quantify the
insurance of medical and disability bene- ing All of this has renewed interest in ly essential to the risk-taking self-insurer. plan's risk, the actuary is able to provide
fits is receiving increasing attention as a self-insurance. All actuaries are trained m mathematics an objective measurement by which the

means of reducing the total outlay for Self-insurance can take many different as applied to the fields of statistics, fore- plan sponsor is able to determine his ability
health benefit programs. forms Benefits can be wholly self-insured casting and finance Health actuaries are and willingness to retain risk.

The concept of self-insurance isn't any- or self-insured only up to a specified maxi- particularly experienced m the delivery
thing new In fact, long before insurance mum with the excess covered by insuranoe system of health care, the design of various Prediction of benefit costs: Accurate pre-

coverage was available, employers, trade company contracts. Possibly only a portion benefit programs, and risk-taking arrange- dictions of future benefit costs begin with
associations and individuals provided for of the benefits will tbe self-insured. Bene- ments A properly qualified actuary can an accurate study of past experience. The
and financed their medical care needs as fits can be paid as a current operating assist benefit Iplan sponsors and managers health actuary lS trained and equipped to
they arose. expense as claims are submitted, or out of in the following areas: make detailed statistical studies of cost

As the avaidability and technology of funds paid in advance Regardless of the and utilization for any large group of par-

medical semrices expanded and the poten- form of the self-insurance program, the Self-insurance feasibility studies: Begin- ticipants and their dependents. He can
tial costs increased, insurance compames benefit plan manager will need competent ning with a review of existing benefit Continued on following page
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Reynolds' HMO experience...
Continued from preceding page what we considered a model HMO-con-
policy to be lenient with members who eeived from the best features of the suc-
have gone directly to hospital emergency cessful HMOs that we visited
rooms for treatment in routine cases, rath-
er than contact our HMO hrst We con- As soon as we had the details mapped
sider this a good member relations move, out, we presented our HMO plan to Reyn-

.

but we have limited the practice to our olds Industries' top executives Not only
first few months of existence We are did they favor the HMO concept, they
now sending out letters to all members committed unlimited resources to the proj-
outlining our exact policy on emergency ect-with the provamon, of course, that
treatment we could Justify whatever major ex-

We decided to be lenient initially re- penditures we proposed
garding these emergency room visits, be- Backed by this suport, we began our
cause we realize that old habits are hard search for a full-time professional adminis-
to break. After all, our HMO was created trator, medical director and medical staff.
in the first place after R J Reynolds dis- First, though, we made sure our HMO's
covered that half of the Company's 15,000 relationship with the medical community A feature of the pediatrics section is the addition of a recreation room where the children
Winston-Salem employes and their de- in Winston-Salem would be a peaceful can play while waiting for an appointment
pendents did not have a family physician, one We achieved harmony by showing that
but were using hospital emergency rooms the needs of the area's populace are the plan have changed their tminds. We sizeable-three levels encompassing 37,000for all treatment that they needed enough to require full employment of all now predict that 85% of our Winston- square feet.

RJR investigated this condition and has- existing medical facilites and that there Salem employes ultimately will belong to We completely renovated the buildingpital authorities confirmed the situation. was a shortage of certain medical special- the HMO We're at 65% right now How- and brought in an interior decorator to
One local hospital emergency room during ties
a single period had treated 70,000 non- ever, as I mentioned earlier, we will only redesign the look Our facility shows a

That accomplished, we felt free to pur- allow more members to enroll in small decldedly contemporary look, but makesemergency complaints Of course, there sue our recruiting We further cemented numbers. liberal use of textured wallpaper andwas no way to determine how many of relations with the Winston-Salem medical We would recommend this method to curtains, framed artwork, and comfortably
these were Reynolds' employes or their commurfity by appointing as' medical di- anyone beginning an HMO It is good cushioned bamboo furniture to produce
dependents, but we were confident that rector, Dr Reid Bahnson, a great guy and marketing and even good finance to let the relaxing atmosphere that we striveda large number of them were a past president of the County Medical in just a select few at the beginning There for, as a part of the introductory and

Why did we start our own HMOO Be- Society, Our search for an executive di- is nothing like a little exclusivity to make educational process The Informal motif
cause R J Reynolds is tied closely to the rector ended with the hiring of a man who an offer enticing Limit the initial enrol'l- is carried through to the doctors' offices
community in Winston-Salem, and has had 10 years of corporate administrative ment and prospective members wiil be and the multitude of examining rooms, to
always placed a high priority on main- experience, topped by service as a fellow beating down your doors Throw the mem- prevent them from looking cold and lm-
taintng good working conditions and bene- in the HMO administrative training pro- bership wide open and you may well personal
fits, it was only natural that RJR became gram at the University of Pennsylvarna. realize Just a fraction of the enrollment We equipped our laboratory, radiologyintimately involved in coming up with a Under their guidance, we began to select you expected. Your facilities and your department, ,minor treatment center and
solution when this problem of access to a medical staff Altogetner, we have staff will sit idle and your overhead costs nurses' stations with the most advancedhigh quality medical care arose screened more than 1,000 applications, pay- will become unbearable. equipment available Our facility also fea-

ing close attention to the quality of the Another move that will help HMOs to tures a computerized records center that
A number of us in the company serve schools attended and noting subspecialties succeed 15 to ask your management to maintains complete medical histories on

or stay in touch with various area-wide Our steadfast criterion is that our phy- publicly sanction the HMO at the very every member,
health planning committees, and we were sicians be board-certified or board-quali- beginning We intend to fulfill our promise to em-aware of alternative answers to the prob- ned Initially, we have sought professionals Some 22,000 of our employes and their ployes that Winston-Salem Health Care
lem We had been familiar with the HMO in internal medicine, obstetrics/gynecology, dependents wanted initial membership, so plan will do whatever lS necessary to
concept since 1969, when some of us went and pediatrics Other specialties will be we took all application cards and put assure their health We will readily refer
up to Harvard University to look at Har- handled on a referral basis untpl they are them through a computer for random se- our patients to any source or specialist
vard's landmark HMO program We found added to our staff during the growth lection But first we designed a computer in the nation for treatment of an infirmity
that HMOs offered a number of attractive period program to make sure a representative
features-including desirable control over As I implied earlier, our belief is that cross-section of our employes would be Editors Note Reynolds' capital outlays
both the quality of treatment and the lt lS better to overstaff than to understaff chosen every time new members were amounted to $2.2 771:lhon for buildings,
associated costs, emphasis on preventive Slight overstaffing assures that HMO en- added to the HMO. This ena,bles us to equipment and other start-up costs It's
care, reduction in the use of hospitals and rollees receive prompt and thorough treat- properly analyze the depth and pattern dtfflcut to tell, says Mr Tudor, lust what
reliable access to high-quality medical ment of treatment within Winston-Salem Health the per-emplove cost of the HMO plan tstreatment for employes Care Plan, and will help us plan and to compare it with Reynolds' Blue CrossWe decided HMOs merited a closer We have found this to be the case with formulate load expectations when the full benefit plan previously used for all em-
look, so we assembled a team to in- Winston-Salem Health Care Plan and the enrollment is achieved,
vestigate every maJor HMO group in the arrangement has aided the popularity of Ploves Reynolds has been on a cost-plus

We have plenty of room for growth on arrangement with Blue Cross, and paid
nation We visited HMO operations in such the program The first patients treated the site that we picked out for the phy- claims under that plan in 1976 were $6widely scattered locations as New York, have been ,pleased enough to talk about sical facility. We acquired a fairly new m,Zlion Mr Tuder 13 quite sure, how-
Arizona, Connecticut, Oregon and Ohio, the reception they got, word-of-mouth building on the west side of Winston- ever, that the cost of the HMO per em-
often returning for more intensive exam- has been generated, and some of the em- Salem to serve as the headquarters for plot/e es less than the cost of the Blueination Slowly, we began to put on paper ployes who said they didn't want to enter our medical center The structure is quite Cross Wan for comparable coverage

Actuaries and self-funding... enables the self-insured plan to decide employer-employe contract specifying
whether to pay the loading or retain more contribution for health benefits, the em-
of the risk ployer's contribution to the health main-

Continued from preceding page tenance organization on behalf of eligibleparticipants. The qualified health actuary Trust established under Section 501 (c) (9) employes or such employes and their eligi-
also examine experience by type of health has the experience and the statistical tech- of the Internal Revenue Code: If the plan ble dependents, unless otherwise agreed to
care services, age and sex Such studies niques to accurately estimate th's liability provides for the accumulation of claim or by the health maintenance organization
take on an added meaning when past Establishing the reserve or liability of the contingency reserves, the Empioye Retire- and the employer or its designee, shall be
experience is compared to expected per- plan will also be necessary for a true ment Income Security Act of 1974 ( ERISA) based upon the total costs of such health
formance for the same period Many health picture of the plan's financial experience. requires that all assets of a non-insured benefits offered to the employes for theactuaries have developed data collection
and experience analysis systems that are plan must be held in trust A trust estab- most recent period for which experience

Establish level of risk retention: Using lished under Section 501(c)(9) of the In- iS available" Additionally, it is required
essential tools for the management of any sophisticated risk analysis techniques, the ternal Revenue Code would be most ad- that the plan adjust the experience using
health plan, insured or self-insured Pro- actuary is able to determine the probability vantageous bf funds are to be developed, a reasonable allowance for inflation, cost
Jection of health benefit costs depends on of losses occurring in excess of various since any Interest earnings of the trust differences for different areas of employ-
proper adjustment to past experience (or risk retention levels He is able tc predict would be exempt from taxation. It appears ment, anticipated changes in the composi-
expected past experience if historical data expected benefit payments as weLl as the that IRS requires contributions to such a tion and experience of the non-HMO par-
is not available or not fully credible) for chance of fluctuations beyond a specific trust to be "actuarially determined" and ticipants attributable to the shift of enroll-known trends ln health care practices in retention level. "

reasonable
the area, the benefit design and adminis- in order for the employer ment to the HMO, and changes in benefits

By relating these items to tne plan to claim such contributions as tax deduc- An actuary lS able to assist in determining
tration, and changes in the demographic sponsor's net working capital, retained tible. Overfunding lS to be avoided since these contributions as well as reviewingcharacteristics of the group earnings, or sales, the maximum prudent any contributions to the trust are irrevoc- the overall desirability of the HMO

risk retention, level can be established for able Also, underfunding of the plan may
Establishing reserve levels: Adequate re- the sponsor's particular situation be a breach of fiduciary responsibilityserves should be accumulated to pay for Measuring performance: Ultimately, con-

The remaining risk would be assumed under ERISA, although at this point there trol of rising health costs may depend pri-
claims incurred but not yet paid. Due to by an insurance company under a stop are no definitive regulations in this re- marily on developing a dialogue between
the nature of health coverage there often loss or similar contract A valuable by- gard An actuary is able to provide the maJor consumers of health care, the plan
is a substantial lag between when a claim product of such tusk analysis is the de- benefit plan manager with a best estimate sponsors and their participants, and the
is incurred and wthen it is actually paid velopment of the expected net claim cost of the benefit contributions so that the providers of health care services, the phy-
This lag may be two years or more for for providing benefits in excess of the risk of overfunding can be diminished
major medical coverages and 30 or more employer's specific retention level The siclans, hospitals and other health profes-

years for long term disability benefits insurer's charge depends on its evaluation sionals An actuary experienced in measur-
Dual choice regulations under the Health ing the components of quality health careMoreover it will vary according to specific of the risk plus a loading for expenses, Maintenance Act of 1973: These federal can provide standards for measuring per-

benefit provisions, claim reporting prac- profit and contingencies Knowing the ex- regulations require that "in the absence formance that can be useful in this dia-
tices, and the demographic composition of pected value of the stop loss coverage of a collective bargaining agreement of logue. .



The o youkno
aboutAIG,then*re

going tosell.

Last year, the member companies of the
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three-quarters of a billion dollars in premiums
on property insurance. All kinds of property
insurance. All over the world.

So if you need property policies, it makes
good sense for you, and your client, to come to
an AIG company.

First of all we have the capacitf Through
AIG Companies like American Home/National
Union, Commerce & Industry, New Hampshire
Insurance Group, North American Managers,
and American International Underwriters, we
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 Please send me more information about

El Domestic Property Insurance El Overseas Property Insurance
Name

Title Phone

Company

Address

City State Zip

| 1[ %5*fiZYGroup -

AIG Risk Management, Inc. • American Home Assurance Company • American International Underwriters • Commerce and Industry Insurance Company
National Union Fire Insurance Company of Pittsburgh, Pa. • New Hampshire Insurance Group • North American Managers, Inc.



1972

1973

1974

1975

1976

32 / business insurance, June 13, 1977

legal brief

Court upholds insurer's decision not to defend
AN ILLINOIS APPELLATE

court has ruled unambiguous a
provision in a comprehensive
general liability policy issued to
an engineering corporation. The
provision excluded from cover-
age «bodily injury or property
damage" arising out of any pro-
fessional services. Thus, the court
held that the insurance company
had no duty to defend a lawsuit
brought against the engineering
corporation seeking recovery for
inj uries arising out of the corpo-
ration's alleged negligence.

The engineering firm was in-
sured with United States Fidelity
& Guaranty Co. (USF&G) under
a comprehensive general liability
policy. The policy contained a

120

provision applicabde to engineers,
architects or surveyor's profes-
sional insurance excluding cover-
age f6r bodily inj ury or property
damage arising out of any pro-
fessional services performed by
the insured.

John Saley brought suit against
the firm seeking damages for
personal inj uries arising out of
the firm's alleged negligence in
supervising the construction of a
sewer contract on which the firm
had performed engineering work.
The firm requested USF&G to
defend but the insurer refused to

do so. The firm then sought a
court order that would require
USF&(] to defend as well as to
pay attorney's fees. Although the

trial court ordered USF&G to

proceed with the defense, the
appellate court disagreed.

The court noted that the law
was clear that an insurer must
defend an insured when a com-

plaint has been fi,led against the
insured where the allegations
"are sufficient to bring the case
either within or potentially with-
in the policy coverage." Also, the
court pointed out that the duty of
an insurer to defend is separate
and distinct from, and is broader
than, its duty to indemnify the
insured.

Thus, after a review of the Mr.
Saley complaint and the exclu-
sion provision, the court con-
cluded that the allegations of the

basic injury complaint at issue
fit precisely into the professional
liability exclusion in the compre-
hensive general liability policy.
Sheppard, Morgan & Schw.aab,
Inc. v. USF&G Co., Appellate
Court of Illinois, Fifth District,
Nov. 18, 1976, Eberspacher, J.,
358 N.E. Zd 305 (BI/01/Ju.-$3)

Coordination of benefits
In this suit for breach of con-

tract, a Louisiana appellate court
ruled that a statute prohibiting
the coordination of benefits be-

tween certain insurance policies
was applicable where only group
insurance policies were involved.

Karl Ermert was insured under
a group health insurance policy

Record growth was achieved
while we QUietly changed our name.
Evegthing else remains the same.

Mission Equities Corporation
has a brand-new name, Mission
Insurance Group, Inc., that more
accurately describes our exclusive
activity in the commercial Property
and Casualty insurance business.
Everything else remains the same.

• Our logo's 074the same,

• Our NYSE trading symbol's
the same, MEQ.

• Our selective commercial insur-

ance product and geographical
emphasis is the same.

• Most important, those manage-
ment ingredients that have
regularly contributed to our
steady, profitable progress and
growth are the same.

5.5

1976 was a year of solid accomp-
lishment. Vast improvement over
1975 was shown, and overall
record results were achieved. That

same progress and accomplish-
ment continued into this year's
first quarter and record results
were again achieved.

Under its new name, Mission
Insurance Group, Inc., remains a
leading insurance services holding
company, active in specialty
Property and Casualty commercial
insurance areas. We hold three
insurance companies, growing
managing general agency opera-
tions and also have two subsidiaries

actively involved in commercial
treaty and facultative reinsurance
areas.

Five year operational highlights
and current comparative first
quarter results are charted below.
If you'd like to receive our latest
Annual and Interim Reports, and
learn more about the successful

Mission-Group approach to com-
mercial insurance, write or clip
your business card to this ad and
send it to:

David L. Arrillaga,
Vice President, Communications
Mission Insurance Group, Inc.
2601 Wilshire Blvd.

Los Angeles, Ca. 90057

Califord's Largest Publicly Owned, independently Operated Commercial Property and Camlty Carrier. Headquayiers, ta Angeles, Offices, San Francisco, Fresno, Tustin. San Diego, Seattle,
Portland, Phoenix, Denver, Houston, Atla„M, New Orleans, Boston, New York.
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Comparative First Quarter Highlights at March 31,

Earned Premiums, Agency
Commissions and Investment Income

Income from Operations

Earnings per Share
from Operations

Cash Dividends per Share

Average Shares Outstanding

Total Assets

Stockholders' Equity

Securities Portfolio

1977

$38,282.000

3,379,000

1976 Change

$26,375,000 45%

1702,000 99%

$1.12 $057 9796

.12 07 71%

3,017,000 2,988,000 1%

$227,000.000 $170,000,000 34%

45,000,000 35,000,000 29%

$170,000.000 $119,000,000 43%

MISSION
INSURANCE GROUP. INC.

Better At What Wt Do:

issued to his employer by Union
Labor Life Insurance Co. (Un-
ion). The policy provided for
basic and supplementary major
medical and health insurance for

Mr. Ermert and his dependents,
including his wife. Mrs. Ermert
was also personally covered
under a group heakh insurance
policy issued to her employer by
Lincoln National Life Insurance

(Lincoln). This policy also pro-
vided basic and supplementar.y
major health coverage. Following
Mrs. Ermert's hospitalization and
surgery, Lincoln reimbursed her
for $2,033.45 of her $2,076.88
claim. Mr. Ermert then filed a
similar claim with Union for
reimbursement of the same ex-

penses.

Union paid Mr. Ermert $668
under the basic policy provisions,
but refused to pay $839.08 al-
legedly due under the major
medical provision because of a
"coordination clause" in the pol-
icy. This clause applied only to
the major medical portion and
prevented duplication of those
benefits where an insured was

also covered and paid under an-
other group policy. The trial
court ruled in favor of Union.

At issue on appeal was whether
the coordination clause violated

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

a state statute prohibiting a re-
duction in benefits in group pol-
icies where benefits had been

paid under "any other individ-
ually underwritten contract or
plan of insurance for the same
claim determination period." Mr.
Ermert contended that the co-

ordination clause was prohibited
in any individually written con-
tract or in any plan.

The court disagreed concluding
that the phrase "individually un-
derwritten" modified both "con-

tract" and "plan." In denying
Mr. Ermert's claim for recovery,
the court emphasized that the
reason behind the coordination of

benefits clause was to prevent the
insured from recovering more
than is necessary to make him

whole, keep rates as low as pos-
sible while assuring full compen-
sation to the group policyholder,
and reimburse employees for
their needed expenses and not
enable them to make a profit out
of being ill by obtaining multiple
benefits for the same expenses,
thereby encouraging malingering.
Ermert v. Union Labor Life Ins.
Co., Court of Appeal of Louisiana,
Fourth Circuit, Nov. 16, 1976, re-
hearing denied Dec. 14, 1976,
Samuel, J., 339 So. 2d 927
(BI/02/Ju.-$3)

Limits of liability
In an action under a multi-

peril insurance policy, the Wis-
consin Supreme Court ruled that
the statements of "limits of pol-

icy" in the policy could only be
construed by a reasonable person

in the position of the insured as
exactly what they were entitled
-limits of liability under the
contract. But the court also con-

cluded that the policy contra-
vened a state statute then in

force because it contained a pro-
vision limiting the amount to be
paid in case of loss below the
actual caf value of the property
where that value constituted the

basis for premium calculation.
A trial court awarded the

Lakeside Plywood and Building
Materials Inc. (Lakeside) $50,000



over and above the alleged limits
of a multi-peril policy issued by
Aetna Casualty and Surety Co.
(Aetna). The claim arose out of
a fire in one of Lakeside's ply-
wood warehouses. The policy was
a provisional or monthly report-
ing form fire insurance policy
that required Lakeside to report
to Aetna at the end of each

month the value of property at
each location. A provisional pre-
mium was paid, subject to adjust-
ment at the expiration of the
policy depending upon an average
of the values which had been at

risk during the policy period. The
policy contained a $90,000 maxi-
mum limit of liability.

The appellate court had to an-
swer what was the maximum

Limit of liabi'lity under the policy
and did the policy violate a state
law precluding the issuance of a
fire insurance policy containing
a provision limiting the amount
to be paid in case of loss below
the actual cash value of the prop-

The appellate court concluded

that the policy specifically con-
tained an absolute limit of $90,-
000 and that this was not incon-

sistent with a reporting form in-
surance policy. The court empha-
sized that simply because "a pol-
icy has also as its purpose to

fully cover the insured's risk...
it does not follow that no absolute

limits whatsoever may be im-
posed . . ." But here, Lakeside
had reported values monthly
above the limits and at the ter-

mination of the policy had paid
an additional premium whidh was
accepted by Aetna.

In the court's opinion this vio-
lated state law because Lakeside

had paid a premium in excess of
the limit of coverage. Conse-
quently, the court permitted the
trial court award of the excess

$50,000 damages to stand. Lake-
side Plywood & BEdg. Mat. v.
Aetna, Supreme Court of Wiscon-

sin, Feb. 1, 1977, Hanley, J., 250
N.W.2d 1 (BI/03/Ju.-$3)

Attorney malpractice
The California Court of Ap-

peal, Second District, has ruled
that a ma1practice insurer was
not required to defend and in-
demnify an attorney with respect

to a malpractice action arising
out of advice which the attorney
had given prior to the time that
the policies were issued. The pol-
icy specifically excluded prior
acts.

The Signal Insurance Co. had
provided legal malpractice insur-
ance from Se,ptember 1971
through September 1974. The
malpractice action here was
brought against the defendant
attorney by a former client who
complained that the advice which
the attorney had given him in
1962 and 1963 had caused him to

take certain actions. During a
deposition given by the attorney
in 1972, in the course of a daw-
suit brought against the client
arising out of the matter with
respect to which the attorney's
advice had been given, the attor-
ney retracted the advice.

The court concluded that in

light of the policy's specific pro-
vision excluding prior acts, the
insurer was not obligated to de-

fend and indemnify the attorney.
It is settled, the court empha-
sized, that the time of the occur-
renee of an accident within the
meaning of an indemnity policy
is the time that the damages in-

sured against actually accrue.
Signal argued that this doc-

trine applied here because, al-
though the client did not discover
the allegedly erroneous nature of
the attorney's advice until 1972,
the advice itself, the occurrence
causing damage, had been ren-
dered in 1962-67 prior to the

commencement of the policy in
1971. Arant v. Signal Ins. Co.,
California Court of Appeal, Sec-
ond District, Division 2, Feb. 25,
1977, Roth, P. J., 136 Cal. Rptr.
689 (BI/04/Ju.-$3)

Fornication "therapy"

In this unique case, a practic-
ing psychiatrist brought suit
against his malpractice insurer to
recover the costs and expenses
incurred in defending a former
patient's suit. The suit included
a ma1practice claim. A New York
trial court concluded that since

the psychiatrist knew that his
fornication therapy of a lesbian
patient was undertaken for his
personal satisfaction, such actions
did not, as between the psychia-
trist and his insurer, constitute
malpractice within the meaning
of the policy.

To rule otherwise, the court
observed, would be to indemnify
immorality and to pay the ex-
penses of prurience.

The court pointed out thatthe
plaintiff-psychiatrist knew that
his actions were for his personal
satisfaction and did not constitute

medical practice. Therefore, as
between the plaintiff and his in-
surer those actions could not, the
court emphasized, constitute mal-

practice and were never intended
to be included within the protec-
tive coverage of the malpractice
policy. Hartogs v. Employers Mu-

tuat · Liability Insurance Co. of
Wisconsin, New York Supreme

Court, Special Term, New York
County, Part 1, Feb. 17, 1977,
Baer, J., 391 N.Y.S.2d 962 (BI/
05/Ju.-$3)

(Copies of the entire decision
of cases described may be ob-
tained by sending a check for $3
made out to Cases Unlimited to

Legal Briefs, Business Insurance,
740 N. Rush St., Chicago, ILL
60611. Please list the number for

each opinion requested, which is
at the end of the brief.)
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Captive performance
survey is underway

SAN FRANCISCO - Are cap-
tive insurance companies per-
forming as the parent companies
hoped they would?

The Northern California chap-
ters of the Risk & Insurance Man-

agement Society (RIMS) and the

Society of Chartered Property &
Casualty Underwriters (CPCU)
have launched a joint project hop-
ing to find that out.

A research committee represent-
ing both groups is surveying 185
companies op erating captives-
both offshore and domestic-ask-

ing them to compare results with
expectations, their reasons for
forming a company and any con-
templated future changes.

Dick Kostyrka, senior insurance
representative at Kaiser Alumi-

num & Chemical Corp. and chair-
man of the research committee,
said the survey is intended to
"measure expectations with what
the captive is producing." The
committee intends to share the

results with the risk management
world, Mr. Kostyrka said.

The survey was mailed the end
of May and the study group is
hoping to publish the survey re-
sults the end of July.

Although the group believes
they have sent the survey to all
compandes with established cap-
tives, if they missed you they
want to know. Write the Joint

RIMS/CPCU Research Commit-

tee, c/o The Insurance Education
Assn., 300 Montgomery St., Suite

905, San Francisco, Calif. 94104. •

A question the Mass Mutual Pro thinks you should ask
before you accept just any Employee Benefit proposal:

Doesit
deliver what%

expected?
If you're buying a fringe benefit package on
the basis of a proposal alone, the coverage
you get may not tum out to be what you

 really need and expect Because chances
are it's a canned proposal, the kind many
group insurance companies crank out in
quantity. And tell you it's right for you
because it was right for other companies

' like yours. Not so. Because a canned pro-
posal usually doesn't provide answers to
important questions such as:

is the major medical maximum

0 Q adequate?
Are the benefits sufficiently fltxible to

u/

cope with changing conditions?
What effect will"stop loss pooling", "no

d loss-no gain" and "integrated disability

,, j  benefits"haveonthecostof yourplan?
With Mass Mutual, it's different When

 you're handed a proposal, you'll find a
: Mass Mutual Pro behind it.

A Pro who speaks your language
while communicating the latest ideas

m in fringe benefits. A Pro who will tailor
coverage to accommodate a com-
pany with as few as ten employees.

A Pro who will tell you not only what
4-'  you can expect, but equally important

1* what you can't expect
A Pro representing the elite com-

pany in the business of retire-
ment life, health, and

disability benefits.
Look behind the proposal.

Look to your Mass Mutual Group
Representative.

©Massachusetts Mutual
Ufe Insurance Company,
Springfield,·Mass.

MassMutual
SeeThe Pro BehindThe Proposal



In 1976, American employers paid out an es-
timated $300 billion for employee benefits-equal
to almost a third of payroll dollars.

Employee benefit costs- for such benefits as
pensions, paid vacations and group medical and
life insurance plans-are rising almost twice as
fast as wages. Intheten years endingin 1975, benefit
costsgrew 165%while wages and salaries rose 85%.
U.S. employers spent an average of $76.62 a week
for employee benefits in 1975, contrasted with
$28.88 ten years before.

Such expenditures have become accepted as an
integral part of the cost of doing business. This is
particularly true of premiums for group insurance
against illness, accidental injury, disability and
death, as well as retirement or pension plans.

But in addition to these basic benefits which

meet fundamental needs of employees generally,
there are other needs for protection which may be
more important to some employees than to others,

,

Employer sponsorship of
a variety of voluntary insur-
ance coverages, supplement-
ing company-paid group
plans, can mean lower * s r-
ance costs for employ s d
can build goodwill or the
company.

A brief review by INA o
an insurance topic of inter st
to business executives.

8

9 /
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depending ontheircircumstances. These needs are
not as c ose y tied to obs and income as are those
covered by group insurance. Traditionally, such
needs areprovided forbythe individualsthemselves.

An examp e is ife insurance beyond that af-
forded by a group po icy. This need may be felt most
strongly by younger married employees with chil-
dren-people who have not yet been able to set aside
large cash reserves. On the other hand, older em-
ployees may want to accumulate paid-up insurance
or supplemental income for retirement.

Payroll deduction plans

Insurance meeting such needs can readily- be
made available for purchase by a firm's employees
on a voluntary basis. The entire cost is usually



0

0
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.V

borne by the employee through payroll deductions,
although an employer can contribute to the cost if
so desired.

Among the coverages which a company can
sponsor are term life, whole life and family life in-
surance; accidental death and dismemberment;

long-term disability; and hospital indemnity.
Although the insurance programs are offered

to all of a firm's employees asa group, coverages are
individual. Each employee is free to buy or not and,
in most cases, to choose the amount of protection
and options desired.

Saving money on premiums

Because solicitation, billing and administration
are handled on a group basis, with premium pay-

ments collected through automatic deductions from
paychecks, important cost savings can be realized.
Those savings are passed along to employees. The
payroll deduction feature is also a budgeting con-
venience for the employee.

Moreover, company-sponsored presentations of

costs and benefits afford the individual an oppor-
tunity to assess insurance needs that might other-

wi5e be neglected. In itself, this can constitute a
worthwhile service for employees.

Making voluntary insurance available to em-
ployees at reduced cost can contribute to more stable
and long-lasting employee relationships. Life in-
surance agents and brokers can be helpful in im-
plementing voluntary protection programs.

As a fuller discussion of voluntary benefits from
an objective standpoint, the life insurance affiliates
of INA have prepared a booklet entitled, "Voluntary

Employee Benefits: Some Professional Considera-
tions:' Copies may be requested by writing INA
Corporation, 1600 Arch Street„ Philadelphia, Pa.
19101.

***

INA and its affiliated companies operate around
the world with major interests in property and cas-
ualty insurance, marine and aviation insurance,
life and group insurance, reinsurance and risk
management services.

INA insurance products and services are made
available through selected independent agents and
brokers-professionals with a comprehensive
knowledge of insurance needs and solutions.

INA
Insurance Professionals
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Allianz limits operations for '77,
but plans .expansion for next year

LOS ANGELES-Allianz In-

surance Co. will limit its opera-
tions to California this year. But
the property/casualty company,

which opened its floors in Janu-
ary, will undertake gradual ex-
pansion into other states begin-
ning in 1978, according to Dr.
Wolfgan'g Schieren, chairman of
the board of Allianz-Versicher-

ungs-Aktiengesellshaft of Munich
and Berlin, Germany.

Allianz Insurance Co. (AIC) is
wholly owned by Allianz of

America, a .holding company
which is a .subsidiary of Allianz-
Versieherungs-Aktiengesellshaft.

Dr. Schieren was addressing a
meeting called to celebrate the
official opening of the admini-
strative headquarters -of Allianz

Insurance Co. on Wilshire Blvd.,
Los Angeles. The five-story Wil-
shire Crest buidding, 6435 Wil-
shire Blvd., was sold to Allianz in
April for more than $1.7 million.

Dr. Schieren .noted that due to

the severe market conditions in

the insurance industry, Allianz

could write millions of dollars in

premiums during 1977.

"But this would not provide a
desirable foundation for a new

company,"he said, noting that
during the first years of opera-
tion, Allianz' primary objective is
to dev.elop professional standards
of service for -its clients and to

establish a solid foundation for

future expansion of its commer-
cial facilities.

Consequently, controlled
growth will be the insurer's pos-
ture during its early years, he
said. Dr. Schieren noted he ex-

pects the approach to enable Al-
lianz to meet its goal of establish-
ing professional facilities with
stable operations in all 50 states
and -to develop "significant"
property and casualty premiums
in five to seven years.

He said that Allianz' capital
and surplus has been boosted to
$25 million. The company has an
underwriting capacity of up to
.$100 million.

Frank E. Raab, president of

Difficult risks

turn into opportunities
when IWest is on

your side.

There's no need for you
to shy away from a prospect

because the risk is difficult or unusual.

With IWest Insurance Managers on your side.
every prospect represents a profit opportunity.

Finding a market to accept the risk is just
a matter of calling us

We're here to solve problems for you so you can

spend your time producing. You can create a
lot more opportunities when IWest is on

your side. Call us soon

Allianz and former president of
the Insurance Company of North
America (INA), told the same
gathering that the world con-

fronts an underwriting capacity
crisis.

"The forces of inflation, growth
values and the emerging ( Third

World) nations have created new
demands exceeding the capacity
of the world's insurance carriers,"

he said, adding that even.under-
writers at Lloyd's of London have
been compelled to reduce accep-
tance of new business on account

of capacity limitations.
Mr. Raab said that a major in-

fusion of capital inito the dotnes-

tic :insurance industry is needed
in order to increase its worldwide

underwriting capacity.

The parent company, Allianz
of Germany, is the largest in-
surer of life on the European
continent and the largest insurer
of non-life risks in Europe. Its
investments told $8 billion and
premium income is $2.8 billion.
It employs 23,500 persons. •

iUst specializes in umbrellas,
tough primary liability. special risks.
aviation, stuplus lines. commercial
property and-municipal liability.
Ask for our free brochure.

ANCE MANAGERS
Seattle Frestio

(206)363-1303 (209) 226-8042

Portland Encino

(503) 611- 1976 (213) 990-8400

Stocktim San Diego
(209)948-0555 (714) 297-7570

Palo Alto

(415)329-8020

-riskWatch
By MARIE KRAKOWIECKI

New survey raises the question:
Are the results worth the effort?

Esther Peterson, President Carter's special assistant on
consumer affairs, ordered 650 copies of "Consumerism at the
Crossroads," a survey commissioned by Sentry Insurance Co.
and conducted by Louis Harris & Associates in collaboration
with the Harvard Business School.

Her office told me she did this because the survey supports
one of her pet projects, the establishment of a consumer pro-
tection agency, and Ms. Peterson wanted to send a copy to
every member of Congress.

Besides the 650 copies that were ' *,1 1 'fr.6,

distributed by the White House, "-
Sentry Insurance says it sent more
than 4,000 copies of the survey to
corporations, including all the For-
tune 500 firms and the second 500 '
firms.

The survey included a lot of f
information about consumer atti-
tudes toward the insurance indus-

try, including the fact that the
American public, on questions of
product liability, "is significantly

Krakowiecki
less demanding than consumer acti-
vists on what the number and size of awards made in courts
in recent years would suggest."

The report went on to observe that the public essentially
believes accidents resulting from the negligence of the victim
rather than from the negligence of the manufacturer should
not result.in claims against the manufacturer.

• If insurance companies would offer a service to evaluate
the safety of a firm's products and certify those with high
standards, the survey noted, there would be a substantial
market for the service and the insurance industry could even
become an ombudsman between the public and business.

I wonder. I'm beginning to get skeptical about how much
concrete use risk managers can make of survey suggestions
like.these. Why should any risk manager ask, much less pay,
the insurance industry to become an "ombudsman" for his
firm?

One of the other findings of the survey was that senior-
level business managers are the one group which is the most
out of touch with consumers. That would include most of the
top brass in the insurance world, as far as I can tell.

To paraphrase a point raised by Dr. Michael Hogue of the
insurance department of the Wharton School of Business,
there seems to be little difference between the idea of a new
service to evaluate product safety and the service that has
existed for years from Underwriters Laboratories.

Dr. Hogue, incidentally, was the co-author of the last public
opinion research effort commissioned by Sentry Insurance,
which surveyed the attitudes of business people toward com-
mercial insurance.

I asked him whether he or his colleague and co-author
from the Wharton School, Douglas Olson, have heard of any
company making any policy or procedural changes as a result
of their research.

So far, he has not heard of a single action taken as a result
of their ambitious effort, which was released last year under
the title "Business Attitudes Toward Risk Management, In-
surance and Related Social Issues." (BI. Oct. 18, 1976).

• With the exception of a new insurance policy it designed
in plainer language as a result of its 1974 study of home-
owners' and auto insurance, Sentry itself was not able to
cite any specific changes that it has instituted because of
the three public opinion research projects it has sponsored
in the U.S. so far.

I don't mean to knock Sentry, or any other firm that em-
barks on an information-gathering effort to improve the in-
dustry. In fact, I think the idea is splendid. What is not so
splendid is that little use appears to be made of such data
after it has been gathered, with a few notable exceptions like
Esther Peterson's use of the survey to promote a consumer
protection agency.

Robert Ellis Smith, editor of a Washington newsletter
called "Privacy Journal," put it very succinctly when I
spoke to him this month.

"We seem to have a hysteria to gather information. And
the normal procedure seems to be to compile it, issue a press
release about it, and then make no social changes," Mr.
Smith, a former president of the Harvard Crimson, said.

"I think the problem of the age isn't to gather any more
information but to make use of what we already have."

I agree. And I'll bet many risk managers would, too.

I
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15% hike proposed for contractors' bonds
By MARIE KRAKOWIECKI

NEW YORK-The Surety Assn.
Df America wilit propose rate in-
creases to boost premiums for con-
traotors' performance bonds 1'5%

to 20%, according to the ngn-
profit rating bureau's general
manager, Elver T. Pearson.

The association also hopes that
rate changes and policy form
changes already implemented over
the last year will help,turn around
the bad financial results its mem-

ber companies suffered in 1976,
particularly from fide[lity losses
on commercial bank bonds.

Fidelity and surety lines both
suffered underwriting losses in
1976 and the Surety Assn. is wor-
ried about a worsening capacity
shortage in the entire bonding in-
dustry, particularly for perform-
ance bonds covering smaller con-
tractors.

The new rate filings, which
were scheduled to be mailed to

various states in late May, were
an attempt to respond to basic
laws of supply and demand, Mr.
Pearson said. They were based not
on what might be desirable for
one or a few member companies
but on long range industry results,
he added.

During the association's annual
meeting in May, Mr. Pearson
dramatized the industry's prob-
lems with bids like those taken

for the Chicago Metropolitan San-
itary District storm and sewer
tunnels.

"There are several other large

contracts being considered in New
York and by the Corps of Engi-
neers and Bureau of Reclamation.

Given the diMiculties. of deliver-

ing bonds in the range of $200
miNion to· $400 million, it may be
that we should make a concerted

eEfort to puth for bond penalties
below 100% of contract price," he
suggested.

There already ia a law, the
Miller Act, which authorizes con-
tracting officers to require per-
formance bonds of less than 100%

when it is in Me best interest of

the government to do that, but
few contracting officers have been
willing to write bonds in lesser
amounts, he explained.

The federal Generail Accounting
Office has recommended 100%

bonds because fidelity and surety
underwriters don'tt have any price
concessions in their rating struc-
ture whioh would make it in the
best interest of the government to
require a lesser bond.

The Carter Administration's $4
billion job program, which con-
tains heavy commitments to pub-
lic works projects, will increase
business opportunities for the sur-
ety industry, another participant
at the meeting predicted.

Melvin L. Stark, senior vp of
government a,Efairs for the Amer-

ican Insurance Assn., said, "Per-
formance and payment bonds will
be required and these extra gov-
emment expenditures hold cha-
lenge for competition in the. sur-
ety arena."

About a quarter of alil insur-
ance-related legislation now be-
ing introduced throughout the
nation deals with surety, Mr.

Stark said, adding that many of
the measures will create bonding
obligations in private or govern-
ment operations.

Mission name change
E. R. DeRosa, president of Mis-

sion Insurance Group.Inc.,form-
erly Mission Equities Corp., said
the new corporate.designation was
chosen to more accurately describe
the company's exclusive activity

in the commercial property and
casualty insurance field.

One thing the Surety Assn. def-
initely does not want to see be-
come a common practice is a shift
to owner-controlled contract bond

programs, in which the utility

company or sponsor of a big con-
struction project teHs the contrac-
tors bidding on the business what
surety company they have to use.

Under the owner-controlled

program, the risk manager of a
firm Uhat is buiding gets to deal
with the surety company of his
choice rather· than with different

surety companies for each con-
tractor that bids on the business.

This approach was strongly sug-

gested, at least for companies that
have big projects, by Howard
Boyle, an assistant vp of Johnson
& Hi,ggins, during a utilities in-
dustry session at the annual Risk
& Insurance Management Society
conference in April.

Mr. Boyle said an owner-con-
trolled program gives a risk man-
ager more say in controlling. rates
based on negotiations and it of-
fers the advantage of pre-quali-
fication of contractors.

The JAH broker said the Sur-

ety Assn. fights against owner-
controlled contract bond programs
because producers for surety com-
panies have complained about
them.

Mr. Pearson of the Surety Assn.
agreed that the group opposes
owner-controHed programs, but
he said Mr. Boyle was wrong in
stating the reason why. It is not
the producers who have created

the opposition, Mr. Pearson said,
but the nature of the programs.

He said surety underwriters
don't like the arrangement be-
cause it forces' contractors to sever

the fiduciary relationships they
have developed over the years
with surety underwriters of ,their
choice who are intimately familiar
with the contractors' work.

By insisting that a single surety

company be used, Mr. Pearson
said, the owner firm may actually
weaken the surety industry's abil-

ity to perform properly. One cen-
trally-located surety firm cannot

be expected to provide as accurate
a measure of the oharaeter, ca-

pacity and performance ability of
contractors located adjl over the

country as local surety companies
which have established long work-
ing relationhips with regional
contraotors can.

Mr. Pearson said a risk manag-
er who insists on an owner-con-

trolled contract bond program may
actually lose his company money
in the long run, even if he saves

Here'sa
pain

money on the surety premium.
The reason is that the financial

information that contractors are

required to file with the surety
firm selected by the owner is so

detaided and confidential, that
many contractors don't like to
give it out to anyone else in addi-
tion to the surety firm they al-
ready work with.

Consequently, rather than di-
vulge this sensitive information,
the contractor' may decide not to
bid on the project at all. H enough
contractors feel this way, the

owner may be cutting out a good
portion of the competi,tive bidding

on his business, and may miss out
on a low price. One low bid
missed on a big project may rep-
resent much more money lost than
the owner could expect to recoup
in premium savings, Mr. Pearson
said. •

killer
atm

works
If you havenT been to a dentist in a while. you may be in for a
few surprises. More and more dental procedures are virtually
painless: In fact. the only thing that still seems to hurt-espe-
cially when there's extensive work to be done-is paying the bill.

That's why we developed Group Dental insurance to go along
with our Group Life and Group Medical insurance. It's a plan
designed to enc6urage people to visit a dentist when they
should go, not just when they feel they can afford to.

If you'd like to give the people who work for you something to
smile about, why not talk to a Travelers Group representative
about a new kind of employee benefit- Group Dental
insurance.

It helps take the pain out of paying the bill.

THE TRAVELERS

r------------------------------,

1 The Travelers Insurance Company 1
1 One Tbwer Square I
| Group Department. 11 M6 1.
| Hartford. Cl 06115 1
1 1
, I am interested in talking with a Travelers Group Representative. 
1 1
, Name
1 1
, Company ,
1 1
, Address
-------------------------------J
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Officials aid states
Continued from page 1
years. The trusts usually provide
medical and health benefits, file
with the federal government as
ernploye benefit plans under

ERISA and argue they are exempt
from state regulation.

But the Labor Department has
not yet ruled whether the trusts
are covered by ERISA and its pre-
emption of state laws, nor has it
issued any regulations governing
-their activities. State insurance

regulation has often been frus-
trated in the courts, leaving the
trusts in a regulatory vacuum.

Two large California trusts have
collapsed this year, leaving thou-
sands of persons with unpaid med-
ical claims that m,ay total $7
million.

Two Labor Department officials
entered the UHARA ease a,fter

the Oklahoma ,insurance depart-

...

ment obtained a subpoena for Luis
Martinez, a Labor Department
compliance officer based in St.
Louis. Eventually, James E. White,
a deputy regional solicitor for
Labor based in Dallas, testified in
Kansas that it was hds personal
opinion that UHARA was not
an employe benefit plan under
ERISA.

In the absence of official action
by the Labor Department, the
Oklahoma and Kansas cases will
provide an important precedent
for other states attempting to reg-
ulate the self-funded trusts as un-
authorized insurers. These states
can now subpoena Labor officials
to disclose information they have
accumulated in their study of the
trusts and their views on whether
the trusts fall under ERISA.

Many Labor Department offi-
cials, both in the field and on a

task force in Washington studying
the issue, believe most of the seH-
funded trusts do not fall under

ERISA and should be regulated
by the states.

Investigation of UHARA
The key figure in UHARA ap-

pears to be Charles J. Bazarian,

an Oklahoma City insurance agent
who owns Central Management
Systems. Also involved are the

trust's attorney, Christian Men-
thrup of Kansas City, and C. L.
Johnson of Austin, Tex.

Mr. Bazanian declined comment

on the case. Mr. Menthrup and
Mr. Johnson could not be reached
for comment.

According to Michael Mullen, a
Kansas insurance department at-
torney, 85% of first year contri-
butions to UHARA are paid to
Mr. Johnson. Mr. Johnson sends

70% of the total contni,bution back
to Central Management Systems.
Mr. Bazarian then pays the agent
selling the plan 40% end a general

agent 10%, a total of 50% to
soliciting agents.

It is unclear . what duties Mr.

Johnson performs for the 15 % he
retains. Mr. Bazarian keeps 20%
of the contribution,

Fifteen percent of the first year
contribution is used to pay ela,ims
and administrative expenses. Ac-
cording to an attorney with the
Oklahoma department, an actuary
for UHARA testified that at least
20% of first year contnibutions
would be needed to pay claims if
the trust were to be solvent.

In addition to the contribution,
Mr. Mullen said participants are
required to pay a $30 membershjip
fee. Mr. Johnson, Mr. Bazarian
and Mr. Menthrup each receive
$10 of that amount. Mr. Men-
thrup's share is his compensation
for the legal services he provides
the trust. -

The trust has a 241month wait-

ing period before preexisting con-
ditions are covered. There is only
one rate for each geographic area

News from Baccala & Shoop

ANNOUNCING=
$5 000,000 Capa®inkxcessWorkers
Compensation!
• We can provide a capacity of $5,000,000 above self-insured retention or in addition to existing excess

workers' comp coverage.• This coverage is specific -not aggregate, and direct-not
reinsurance.• Available to qualified self-insurers with an acceptable
claim service organization.• A minimum self-insured retention of $100,000 is required.• Intervening layer also available providing additionalcoverage over existing excess coverage.• We are admitted in most states under excess workers'

compensation.
Available through independent agents and brokers.
BACCALA 6 SHOOP

Home Office: 2 Century Plaza, 2049 Century Plozo East, Los Angeles, CA 90067
Los Angeles: 3345 Wilshire Blvd. Los Angeles, CA 90010·Son Francisco: 111 Pine Street Son Francisco, CA 94111
Houston: 4615 Southwest Freeway, Houston, TX 77027 · New York: 88 Pine Street, New York, NY 10004

for persons aged 19 to 64. One
actuary who has worked on mul-
tiple employer trusts says such an
arrangement encourages adverse
selection, by overpricing desirable
risks.

The trustees and organizers of
the trust are James F. Tilford and
William F. Bonadio. Participants
to the trust sign a proxy aMowing
Mr. Tilford or Mr. Bonadio to
represent' them at the trust's,an-
ntt'al meeting at the undisclosed
Washington, D.C. home office un-
less the participant appears in
person, according to the bivehure
obtained by Business Insurance.

Such an arrangement would
serve to prevent participants from
removing the trustees of the plan,
according to insurance regulators.

Mr. Tilford and Mr. Bonaddo

are employes of Mr. Bazarian at
Central Management Systems.
They are also Mr. Bazarian's bro-
thers-in-law, according to the
Kansas insurance department's
Mr. Mullen.

Regulatory action
The Labor Department and sev-

eral state insurance officials be-
gan investigating UHARA in late
Marth. A Business Insurance in-

vestigation begun at the same time
uncovered Mr. Bazanian's name.

But Mr. Menthrup, in a telephone
interview in April, denied that
either Central Management Sys-
tems or Mr. Bazarian had any
connection with UHARA. Later in
the same conversation Mr. Men-

thrup said he "assumed" Mr. Ba-
zarian was involved in marketing
the trust.

A Business Insurance reporter
who visited the Washington, D.C.
office where the trust is offi-

cially headquartered found only a
switehboard operation that would
not give out any information on
UHARA.

Oklahoma and Kansas filed

suits against UHARA in May as
an unauthorized insurer. A source
close to the case said the Okla-

homa department was stymied by
the Labor Department's failure to
cooperate with the state's investi-
gation. An Oklahoma court

handed down a subpoena for Mr.
Martinez to obtadn the information
the federal agency had from its
prabe of UHARA.

At that point the Labor De-
partment decided to cooperate
with the state. Mr. White, the
Labor solicitor based in Dallas,
said he was assigned to help Mr.
Martinez prepare for his testi-
mony.

"It was my conclusion that this
program was not subject to ERISA
and therefore was subject to state
law," Mr. White said.

The signdficance of the Labor
Department's cooperation was un-
derscored by an attorney for sev-
eral self-funded trusts who em-
phasized that the department
could have fought the subpoen,a.

A hearing on UHARA was held
in federal court in Topeka, Kan.
on May 26. Mr. Martinez testified
on the factual information he had
obtained. Mr. White, as an expert
on ERISA, testified UHARA was
not rovered by the law. The
judge later issued the temporary
restraining order against the

trust's operation.
The next day, Mr. Martinez

testified at the state court hearing
in Oklahoma City. Mr. White was
prepared to repeat hts testimony
but he was not called to testify.
The judge there dssued a tem-
porary injunction the following
Tuesday.

One Labor Department official
said UHARAN solicitat'ion of self-

employed persons makes it a clear
example of a trust not covered by
ERISA since the law is concerned

with employer-provided benefits.
Other trusts that are careful to

solicit only employers are much
more difficult to deal with, the



official continued.

Sources in the Labor Depart-
ment have previously told Busi-
ness Insurance that the majority
of task force members studying
the issue favor,a ruling that most
self-funded trusts are not em-

ploye benefit plans under ERISA.
Such a ruling would pave the way
for state regulation.

The exception would be benefit
trusts marketed to employers that
are members of an association

formed for purposes other than to
obtadn insurance. But several

sources have said action,to dssue

such regulations has been held up
by the Labor Department solici-
tor's office.

Groups formed

Meanwhile, two private groups
have organized to coordinate lob-
bying efforts and draw up self-
imposed guidelines for the trusts.

The National Assn. of Multiple
Employer Trusts (NAMET) was
founded in late May in New Or-
leans by 10 trusts, including
UHARA. The group has retained
Claude Dorais of Miller, Dorais &
Wheat, a Beverly Hills law firm
that represents a number of self-
funded trusts.

Mark Killebrew, president of
the group and administrator of
Protective Benefit Assn., sadd the
group has tentatively adopted a
series of standards which would

limit compensation ( although no
figures have been agreed upon),
require actuarial review and be-
gin consideration of a stop loss
fund.

"One of the objectives of
NAMET is to reduce commissions

for all the trusts," Mr. Killebrew
said.

The high commission structure
of several members of NAMET
concerns state insurance otficials.

Two trusts, Employe Security
Benefit Assn. and Continental

Employe Benefit Assn., are linked
to a Bellevue, Wash. firm known
as Benefit Services Corp.

The trusts, which have been
sued as unauthorized insurers in

several states, pay the selling agent
25% of first year premiums, with
another 25% divided by three
other marketing levels. Benefit
Services Corp. takes 22% for ad-
ministration, leaving 28 % to pay
claims.

Employe Security Benefit Assn.
has also apparently engaged in a
deceptive practice. In a market-
ing letter to its agents obtained
by Business Insurance, the trust
says, "Some time ago the Depart-
ment of Labor sent its regional
ddrector to our home office to meet

our management team and look
over the operation. They went
away very impressed."

Walter Slater, Labor deputy
regional director based in San
Francisco, said the statement is
untrue. A compliance oHicer, not
the regional director, did evaluate
the trust, but he never said he
was impressed, according to Mr.
Slater.

The other group hoping to be-
come involved in self-regulation

is the American Society of Profes-
sional Administrators. According
to Steven E. Schanes, newly-ap-
pointed executive director, the
group includes 27 contract admin
istrators who work with multiem-

ployer and single employer bene-
fit plans and some insured multi-
ple employer trusts. Several mem-

bers have been approached to
work wd,th self-funded trusts.

Mr. Schanes is the former exec-

utive director of the Pension Bene-

fit Guaranty Corp. and now heads
an employe benefit consulting
firm specializing in ERISA bear-
ing his name.

The society has become alarmed
by the problems in the self-

funded trust area, Mr. Schanes
said, fearing the difficulties will
sour employers on all trusts. •

Hospital...
Continued from page 2
not allowable in Texas to even
make mention that there is insur-

ance, or else a court decision is
reversed. But I don'ft believe

there's any doubt that American
Medicorp, a New York Stock Ex-
change company, has adequate
funds to cover this. It is one of
the largest hospital chains in the
U.S."

Mr. Peterson went on to say
that $2 milMon had been sought
"only because of the attitudes and
conduct of the hospital's adkninis-
trators. In the end, I believe what
made the jury angry was the way
different people in the company
kept pointing fingers at one
another."

Four separate corporate entities
were found guilty by the jury,
all American Medicorp-real'ted:
American Medicorp Inc., the par-
ent company; Southmore Medical

Center, a subsidiary; American
Medicorp Development Inc., the
building subsidiary; and Medi-
corp Management Inc., the hos-
pital operating subsidiary. Other
named defendants excused from

liability tby the jury were Hark-
On Corp., a Houston mechanical
contractor; Lambert Construction
Co., the general contractor for the
hospital; Ohio Medical Products
Co., the supplier of the medical
gas system; and Pierce, Good'*in
& Flanagan, the hospital's ardhi-
tects.

The trial lasted about three

weeks, said Mr. Peterson, with
most of,that time taken up with
the defense after only about two
days of presentations by,the plain-
tiff.

The hospital's gas lines into the
delivery room had been reversed
when installed, causing an attend-
ing physician to cut off oxygen to
Mrs. Lord during childbirth al-
though the person administering

anesthetic thought uiat the nitrous
oxide gas was being cut off. When
a patient is about to be brought
out of an anesibetic, pure oxygen
is administered while the anesth-

etic gas is stopped.
According to Mr. Peterson, fed-

deral regulations require hospitals
to perform final tests before new-
ly installed equipment is used, to
make sure it works properly. He
said there is a machine that can

be used to test anesthetic gas
lines, although the hospital ad-
mitted during trial that it hadn't
performed such a test. Mrs. Lord
was only the second expectant
mother to give birth in the hos-
pital after it opened its doors for
business. Her child survived. Her

delivery was reported normal un-
til the time when she died.

The hospital began operation
without receiving any certificates
of completed work from the gen-
eral contractor or any other con-
tractors, Mr. Peterson maintained.
He said the hospital administra-
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tors countered this oharge with
the defense that they had received
oral assurances from contractors

that the work was completed, al-
though the contractors denied that
there had been any assurances and
showed that they were continuing
to work on the premises still un-
der construction.

Only one previous delivery had
taken place in the roorn, but the
mother hadn't required anesthesia,
said Mr. Peterson. About an hour

after Mrs. Lord's death, a nurse
tested the gas line and reported
the problem, although this was
not reported to the patient's phy-
sician or to the medical examiner,
said Mr. Peterson.

The hospital reported cause of

death as pulmonary embolism, and
the medical examiner who per-
formed an autopsy included this
on the death certificate but said

he could not confirm this cause of
death, Mr. Peterson added.

American Medicorp declined to
discuss its case in further detail. •

Sixnew health insurance coverages
fromNationwide.

Justwhatthe doctorordered.
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Cumulative trauma battle rages...
Continued from page 1
is not disputed, at least among
employers, is the amount of abuse
taking place under the present
system. Ernest E. Debs, who re-
tired in 1974 as a Los Angeles
County supervisor, for example,

in April received a $30,000 award
from the state workers' compen-
sation program because he per-
suaded a judge that he had suf-
fered heart damage from his in-
cessant disputes with another
supervisor, Baxter Ward.

, I

When it's worth knowing how much, it's worth knowing IAC.

Industrial Appraisal Company
222 Boulevard of the Allies

Pittsburgh, PA 15222
(412) 471-2566
Offices nationwide in major cities

Prior to the Debs' claim, the
widow of former District Attor-

ney Joseph Busch won $45,000 by
claiming that his death in 1975
was partially produced by the
stress and strain of his job.

Nor is there much argument
about the assertion that cumula-

tive injury claims are exploding.
According to Industrial Indem-
nity Co.'s, estimates, such claims
now account for 15% to 20% of

the insurance industry's disability
claims,

Based on these trends, Indus-
trial Indemnity estimates its 1976
cost of cumulative injury claims
for the industry of $118.6 million
will triple to $347 million by 1981.

Added to all this is the cost of

defending these claims, noted Mr.
Payne of Kidorado Insurance. He
said that for his company defense
costs can often exceed the cost of
the award.

Existing law in California lim-
its the liability for occupational
disease and cumulative injury to
those employers who employ a
worker during the five years im-
mediately preceding either the
date of injury or the last date on

which the employe was employed
in an occupation exposing him to
the hazards of occupational dis-
ease or cumulative injury.

The assembly bill would change
this for all occupational disease or
cumulative injury claims filed
after Jan. 1, 1978, reducing the
period from five to four years.
Beginning Jan. 1, 1979, end there-
after on the first day of January
for each of the next two years, the
period of liability would be de-
creased by one additional year.
The liability period would be one
year by Jan. 1, 1981.

In addition, the assembly bill
would repeal another section of

existing law known as the "single
employer exception." If a worker

is employed by a single employer
for more than five years, liability
for cumulative trauma is extend-

ed to the full period of employ-
ment and to all the carriers in

that period.
"Discriminatory and contrary to

sound economic policy" is what a

study being used as a basis for the
bills calls the single employer ex-
ception. The study, done by two

finance professors, is called "Cu-
mulative Injury, Workers' Com-
pensation and the Internationali-
zation of Social Costs: The Case
of California."

The senate bill differs from the

assembly bill only in that it
speeds up the phase-in of the one-
year liability period, meaning that
the liability period would be es-
tablished by Jan. 1, 1980, and not
one year.later as in the assembly
rneasure.

Heading the opposition to the
bills is the California Self-Insur-

ance Assn. Joe Markey, who
works as a lobbyist for the group,
charges the bills are designed to
diminish the attraction of self-

insurance, to transfer the liability
of cumulative injury claims to
self-insured entities and to reduce

carrier reserves so that they-
the insurers-an easily leave
California.

At present, an insurer desiring
to depart the state must leave be-
hind reserves large enough to
cover incurred-but-not-reported
(IBNR) losses, he said. With the

passage of either of the bills re-
serve requirements will be dras-
tically reduced, Mr. Markey said.

He also charged that the bills

are designed to help the state
compensation insurance fund out
of its reported financial difficulty.

The state fund, which is spon-
soring the Senate bill, disputes
the charge. It says that public
entities are opposing the bills be-
cause under the present system
they can "lay off their cumula-
tive injury claims onto the state
fund.

"We think the bills, if passed,
will be unconstitutional because

they disturb the contract between
the employer and the insurer,"
said Donald Reedy, deputy direc-
tor of contractual relations for the

Los Angeles Unified School Dis-
trict.

The school district last year
went self-insured for its workers'
compensation,

He went on to say that he fore-
sees nothing but financial woe for
the huge district, which is already
struggling to comply with a court
order to desegregate its schools, if
the bills become law.

"We shall have to cut support
services, eliminate jobs and/or re-
duce educational programs," elab-
orated the official, adding that
the district went self-insured in

A
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workers' compensation last sum-
mer in order to obtain upgraded
claims administration service. He
said it did not take the action in

order to transfer liability for cu-
mulative injury claims to the
state fund.

Supporters of the legislation
state that under current law they
cannot calculate the cost of cumu-

lative injury claims, Mr. Reedy
went on to say. "But how do they
expect self-insured employers,
without actuarial expertise to do
this?"

The study on cumulative injury
was done by Alfred E. Hofflander,
professor of finance at UCLA and
David Shulman, assistant professor
of administration at University of
California in Riverside. It report-
ed that under the "single em-
ployer exception" rule it is impos-
sible to allocate exposures fairly
among different insurers. If a
worker files a successful cumula-

tive injury claim for the year
1962, for example, the carrier is
caught in a trap due to the fact
that benefit levels set for that

year are far lower than those
established for 1977.

Because the insurer cannot go
back to the 1962 employer and

demand more money, it has only
the option of charging the loss

against 1977 business, the study
said. "However, this cannot be
done since the -rating system re-
quires that losses be' charged
against the year incurred."

It also notes that only data
from claims reported with 314

years from policy inception is used
in determining the relative rates
to be charged different industries
and types of employers.

Beyond this, the study sah that
even today, not all of the 1962
reported losses are in and that
the total amount of outstanding
losses for that year will not be
known for several more years.

Consequently, the study con-
cludes that a new financing
mechanism is necessary to allo-
cate the costs of cumulative in-

jury. And it advocates a "claim
made" method whereby the last
employer picks up all the losses.

Foremost among the benefits of
this system, says the study, is that
the full brunt of cumulative in-

jury claims would be placed on
the last employer who presum-

ably would be compelled to make
investments to lower these costs.

Other advantages of a claims-
made system w'ould be that cumu-
lative injury costs would swiftly
enter the rate making process,

claims would be paid faster, over-
head costs would be reduced and

the rating system would be more
sensitive to changes in the defini-
tion of cumulative injury.

Finally, the study notes that a
claims-made system is in use in

35 states and is supported by the
federal task force. •

Labor asks ideas

for better forms
WASHINGTON-The Depart-

ment of Labor is asking employ-
ers for comments and suggestions
on how to improve the basic re-
porting form for filing employe
benefit plan details under the
Employment Retirement Incomp
Security Act.

Comments on the reporting
form, which is better known as
Form 5500, should be sent in trip-
licate to the U.S. Department of
Labor, Room N4647, Third and
Constitution Ave., NW, Washing-
ton, D.C. 20216.

Comments on the reporting reg-
ulations should be also sent to the

Labor Department, Office of Reg-
ulatory Standards and Exceptions,
Annual Reports Regs, Room C-
4526, Pension and Welfare Ben-
efit Programs. •

N.,



Surgeon's fight...
Continued from page 1
claimant in a malpractice suit. But
Stephen McAlily of the West
Palm Beach law firm of Brennan,
McAlily, Albury & Hayskar argues
his client represented a valid case.

His client's law firm, however,
has only $50,000 of insurance. As
a result, he said "economic com-
pulsion" might force them not to
appeal the case if Dr. SuUivan
surrenders $100,000 of the judg-
ment, An appeal, Mr. McAlily
fears, could result in costing his
client the entire $175,000.

Mr. Rubin said he and Dr. Sul-
livan were "shocked by the turn
of events," and have not decided
if they will surrender more than
half the jury-determined award
or opt for a new trial on the issue.
Mr. Rubin and Dr. Sullivan could
appeal the judge's order to sur-
render part of the verdict.

Dr. Sullivan's suit against Mr.
Parker was in response to a mal-
practice suit Mr. Parker filed in
1971 against him on behalf of a
former patient. The patient, James
I. Terry, charged Dr. Sullivan haa
implanted a steel rod that was an

inch too long when setting his
broken arm in 1970.

Commercial Union, Dr. Sulli-
van's insurer for six years, wanted
to settle the claim out of court.

Convinced he was not negligent,
Dr. Sullivan said he refused to
settle it.

On Nov. 8, 1971, when the mal-
practice trial was to begin, Mr.
Terry and Mr. Parker dropped
the suit. Mr. Parker maintains the

suit was dropped because 78-
year-old Mr. Terry had suffered
heart attacks and his family
didn't want him to go through
with the trial.

Dr. Sullivan's attorney, Mr.

Rubin, said that although the suit
was dropped, his client could still
charge Mr. Parker and his firm

with malicious prosecution be-
cause, "It's malicious prosecution
when a suit is filed only to ob-
tain a settlement-when one mal-

iciously sets the law into motion.

Dr. Sullivan's reputation was
ruined and his medical malprac-
tice insurance cancelled."

Commercial Union notified Dr.

Sullivan on Dec. 29, 1971, that he
would not be insured as of Jan.

1, 1972. "They said they were

cancelling me because of my 're-
calcitrant attitude,' " the surgeon
recalled.

The insurance company was in-
vestigating the surgeon's accusa-
tion but was unable to comment

by press time.
Dr. Sullivan practiced medicine

in 1972 without malpractice insur-
ance.

"I lived through hell," the doc-
tor said, "And it was only this

year I've been free of the year
I went bare because of the four-

year statute of limitations," he
added.

He is now insured through the
Florida Medical Assn., paying an
annual premium of $8,000.

Since Mr. Terry's malpractice
case could have been re-opened,
Dr. Sullivan conceded he waited

for the statute of limitations to

run out before filing his suit for

malicious prosecution.
Dr. Sullivan also had to search

six months for an attorney who
would take his case. "Lawyers
stick together more than doctors

do, and malicious prosecution is
one of the toughest things to prove
in law," the 21-year-veteran sur-
geon said.

Tlhe Sullivan decision, Mr. Ru-
bin explained, says that the stan-
dard of care for a lawyer is,
"Before filing suit, he must re-
search the law and the facts to

the extent that there is probable
and reasonable cause for filing a
lawsuit against a potential de-
fendant. Futhermore, the ,attorney
must have an honest belief that

a tenable claim existed on behalf

of the plaintiff." If a lawyer falls
below this standard, says Mr.
Rubin, then he may be found
liable for damages.

Before the Sullivan decision on

May 27, Mr. Rubin said, lawyers
were "considered absolutely im-
mune and not legally liable for

the consequences of filing an un-
justified lawsuit for a client." He
explained that Dr. Sullivan's suit,
charging the attorneys with mali-
c.ous prosecution, was the first
jury trial and verdict on this point
in U.S. legal history.

However, other doctors around
the country have taken the offen-
sive in response to malpractice

suits against them.
Last year a radiologist at Skokie

Valley Community Hospital in Il-
linois was awarded $8,000 by a
jury which agreed a former pa-
tient, her lawyers and her hus-

band were guilty of willful and
wanton misconduct in filing a
malpractice suit against him.

In that malpractice case, Dr.
Leonard Berlin had been sued by
Mrs. Harriet Nathan of Wilmette

for failing to find a small frac-

ture in the little finger of her
right hand when he supervised

an X-ray. Dr. Berlin sued her
and her attorneys while the case
was pending and although the
medical malpractice case was

dropped, Dr. Berlin continued
with his suit.

The jury's decision to award
Dr. Berlin $8,000 is on appeal.

Dr. Berlin's attorney, Wayne
B. Giampietro of the Chicago

law firm Lightenberg, DeJong,
Poltrock & Giampietro, said al-

though the legal technicalities of
his client's case differ from those

in Dr. Sullivan's, "The idea is
the same."

Tracking Dr. Sullivan's case is
a suit pending in Baltimore, Md.,
brought by a gynecologist against
a former patient, her ex-husband
and their lawyers who had un-

successfully sued him for medical
malpractice. They charged Dr.
Clifton Presser had failed to warn

his patient of the side effects of

birth control pills. But the suit
was dismissed by a Baltimore
County Court judge.

Dr. Presser is now suing for
$1.2 million, charging the mal-
practice claimants and their at-
torneys with "malicious use of
the civil process."

Mr. Rubin predicts his client's
successful suit in Florida will

prompt attorneys to take new pre-
cautions with malpractice cases.
Before even filing a malpractice
case, Mr. Rubin said an attorney
will want to secure two written
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opinions-one from a medical ex-

pert saying the doctor had com-
mitted malpractice and another
from an expert malpractice at-
torney saying there is probable
and reasonable cause to sue.

Mr. Rubin says he believes Mr.
Parker was found guilty of mali-
cious prosecution because he didn't
have those documents in his files.

And, he said, "The jury repre-
sented the current public feeling
about lawyers, phony claims and
inflated insurance rates."

Ironically Mr. Terry's suit was
the first malpractice suit Mr.

Parker, who retired this year, ever
prosecuted in his 40 years as a

trial lawyer, his attorney said.

Mr. McAlily was shocked by
the jury's decision in the case,
reached after a week-long trial
and five hours of deliberation. "I

would have borrowed money from
the bank if someone would have

bet me on this decision," Mr.
Parker's lawyer said. •

Active Reinsurance. Itcan free your assets.
X

393 Too often, a company's capital
=--N is imprisoned by passive reinsurance.

Active reinsurance goes beyond
protection to unlock new oppor-

-< q , tunities for profits. It helps you plan
long term growth. It provides the
opportunity to build the financial

*.A  6-3 1 * strength ofyour company byusing
5 1.1. .7-51

1-  ,-f v thestiength ofyour reinsurer.
41£4 GeneralRe

Leader in Active Reinsurance

1---  -

9..4

f ,

. A

-

.

a ..1

6- 'If

?'- C't
 wi :,/

I I

- .: . 53 9

: ' It 62

d
11 9

' - E

-, ,-'-,k-Tt444.':2:.,-. -* 1.7 J

c., .1 - I

i LU

fl,_ _  U
I.

r'' -1

-

-1 -11- - ff-,
'1

tr r
_

. __h ./ i L =- -

11:43-zi __. T:'i'C- lili_ 11 - 1- T<- :

11- d

© 1977 General Reinsurance Corporation



44 / business insumnce, June 13, 1977

Nightclub fire...
lines The broker on that account Gov Julian Carroll, who was bles and chairs," said William
is Crump London Underwriters in shocked when Informed that the Hillmann, a lawyer for one of the
Memphis, Tenn. supper club did not have an plaintiffs "It is the type of thing

In addition, informed sources automatic sprinkling system, in- that never should have hap-
Continued from page 1 erage on the building, 4-R Corp indicated 4-R has a $100,000- dicated he would press for legis- pened."
probably were insured for only also obtained $400,000 of FAIR $300,000 liability policy with lation that would remove a loop- The suit also contends that the
$125 million Plan insurance for the club's con- CNA, although this could not be hole from a 1973 fire code ex- club owner.

The first $600,000 of property tents, said Joseph Smith, manager confirmed with CNA's Cincinnati empting existing buildings, such • Failed to provide outside
coverage on the immense, lu)cum- of the Insurance Services Office branch office As the Beverly Hills, from install- storage facilities for flammableously furnished building whose in Louisville A CNA spokesman, however, ing sprinkler systems hquids Five thousand gallons ofvalue may have easily exceeded did say that CNA underwrote a oil were stored in the basement
$2 million according to some ob- The 213 insurance companies $17,000 property insurance policy 4,

There is no question a sprin- under one of the club's largest
servers, was obtained through the writing fire coverage in the state for a small shop adjoining the kler system would have saved entertainment rooms, Mr Hill-
Kentucky FAIR Plan, a state- will not, however, have to shell supper club which was also de- lives," said Kentucky insurance man claimed,
regulated insurance pool, out $1 million to pay for the de- stroyed commissioner Harold B MeGuf- • Failed to provide an ade-

Under Kentucky law, all insur- stroyed club A reserve, estab- There also were unconfirmed fey He added that future legis- quate number of exits and en-
= ance carriers writing property lished from revenues collected on reports that American States In- lation would make lt mandatory trances

coverage in the state must assume an earlier special 1 % surcharge on surance Co of Indianapolis pro- to install sprinklers in all build- • Did not install a warning de-
the risks of companies unable to all property insurance written in vided liability coverage for a ings, new and- old, where large vice designed to alert patrons and
obtain property protectlpn in the the state, still has enough money $300,000-$1 million layer,A numbers of people congregate fire officials of fire
conventional market. Participa- to pay for the loss so insurance spokesman for the company's Aside from charges that 4-R • Failed to instruct employes
tion is based on premiums wnt- carriers will not be assessed, Mr Cincinnati office said· "Well, yes, Corp failed to install a sprinkler in the use of fire safety equip-
ten in the state Smith said we are involved Other than that system, the suits charge the own- ment and to instruct employes in

The 4-R Corp. fell into that Aside from the F*IR Plan cov- I would prefer not to comment," er with negligence by failing to procedures relating to fire drills
category when it lost its coverage erage, 4-R Corp obtained a $250,- A probable outgrowth of the maintain clear exits and unob- At a press conference, however,
after a $1 million 1970 fire and 000 property policy from Ameri- disaster at the sprawling night- structed paths to the exits Southgate Fire Chief Dick Rie-
went to the FAIR Plan for help can Reserve Insurance Brokers- club lS tightened Kentucky fire "We have indications that the senberg said that the investiga-

In addition to the $600,000 cov- Atlanta Inc, a supplier of excess codes aisleways were stacked with ta- tion so far had not disclosed any
evidence of improper exit main-

tenance or negligence on the part
of the nightclub management- - The most up-to-date "how to do it" working tool for financial The city of Southgate, a town

officers, risk and insurance managers of corporations, and of 3,200 people located four miles
south of Cincinnati, and the state

others involved in the field of risk and insurance management of Kentucky also were charged in
the suits with failing to conduct
periodic fire insp ecti ons and

risk mamagement establlshing or enforcing occu-
pancy limits.

Commissioner McGuffey how-

reports
ever, said that the "record will
show that we carried out our

from business insurance duties and responsibilities "

Victor Fox, an assistant attor-
ney general, said the state prob-

Risk Management Reports are published bimonthly by Business and their staff-who are risk management consultants-with both
ably would resist any suits seek-Insurance and cover-m-depth-subjects pertaining to the following large and small companies and institutions in the U S and abroad
ing damages. How can someone

four major risk management categories
The editor of Risk Management Reports is H Felix Kloman. presi- say it was negligence on the

I Exposure Identification/Risk Analysis • Risk Control dent of his own consulting firm, Risk Planning Group, assisted by state's part to tear down walls
I Risk Management Administration I Risk Finance Myrna S Briskin, assistant editor, and an editorial advisory board in- and inspect the wiring behind the

Each report is preceded by a Current Comment section with notes on cluding the following experts Thomas G Briggin. Risk Planning walls," he said
ideas and subjects of current interest The format ts 815" x 11 Group. Jean-Paul Decottignies. R,sk Factor/ng. SarL. Peter Mr Fox said he expected the
looseleaf three hole punched for ease of filing In an attractive loose- Downes, American Trading & Production Corporation. Paul B state to seek dismissal of all court
leaf binder which will be mailed to subscribers with their first report A Ingrey, Prudential Reinsurance Company. Peter Law. U S Industries, action on the grounds that a Ken-
cumulative index Is prepared annually and the length of each report is Stanley R Tarr, Rutgers University, Stefan J Valovic, Stone & tucky statute has delegated a
30 to 40 pages permitting thorough analysts of each particular sub- Webster Engmeenng Corporation Other experts from insurance com- board of claims, and not the
ject Emphasis is placed on developing practical working tools for the panies brokers and safety consultants will, from time to time, par- courts, to have "exclusive J Urls-
risk manager, drawn largely from the continuing contacts of the writers ticipate in the prefaration of specific reports diction in cases where negli-

gence on the part of the state is
FORTHCOMING RISK MANAGEMENT REPORTS SUBJECTS COVERED BY PAST REPORTS the proximate cause of injury

I Annual Captive Insurance Company Review A revised and up- INCLUDE THE FOLLOWING: The state, he added, does not have

dated list of captive insurance companies. their parents and captive liability insurance

management companies A review of current trends In the captive 0 Natural Hazards How do you factor natural hazards into the risk The Associated Press reported
marketplace with an analysts of the direction this growing market is management processi Identification of potential hazards How that the fire began at about 7
taking should they be coveredi p m and that an alarm was not

I Emergency Planning A discussion of the preparation of emergen- sounded until two hours later In-

cy plans of action and their implementation Including an example of • Self-insurance of Workers' Compensation Reasons for this vestigators concluded that at best,
an Emergency Planning Workbook growing trend A complete review of the regulations In each of the an alamn wasn't turned in until at

I Business Interruption Exposures An analysts of business inter- 50 states Identification of those firms capable of assisting in claims least 15 minutes after flames broke

ruption exposures with tangible examples of how to calculate administration out in a private dining room
business interruption values The author will use actual case studies When several employes discoveredI Project Risk Management· Where are you when decisions areas illustration

made on a new projecti All too often Informed afterward7615- the flames they tried unsuccess-
I International R,sk Management Asia, South America. Africa, cussed are "project" risk management techniques drawn from a fully to extinguish the fire using

Australia A survey of risk and insurance management practices, case study by twc British risk management consultants portable equipment
procedures-and problems-ex-Europe The club's estimated Memorial

I Merger and Acquisition Procedures for the Risk Manager. A 0 Risk Management Cost Allocation An effective risk management Day weekend crowd of 3,500 be-
discussion of the problems which arise during mergers and acquisi- program should be understood and implemented at the operating gan to leave when thick, black
tions related to existing insurance programs. safety and loss control unit level How do you allocate "cost-of-risk" to the responsible smoke rolled in, causing a mass
programs and employe benefit programs This report offers the risk operating unit? Cost allocation as a function of risk control panic and a wild scramble for
manager guidance in anticipating these problems and alternatives the exits.
for solving them I The Hold Harmless Clause Whether this clause Is considered

I System Safety and its Application to Risk Control System safety "oroad "moderate " or "limited " It will invariably invoke some Most of those who died were
is a theoretical, scientific approach to risk control The report will il- controversy and Involve highly expensive legal talent An attorney choked to death by smoke before
lustrate the selective procedural steps which are employed to pre- discusses the clause and asks ts it worth using at alP they could find the exits after
vent "things from going wrong the lights went out

Firemen were hampered m
Why you should subscribe to RISK MANAGEMENT REPORTS reaching the scene by traffic jams

0 YES. enroll me as a satisfaction guaranteed sub- that blocked the long, windingWe live in an age of mformation explosion and all in the risk management neld (including scnber to Risk Management Reports at the annual sub-
financial officers risk and insurance managers safety specialists consultants agents brokers scription rate of $60, which I have enclosed. and start road leading to the club
and insurance company representatives) have different specialized inputs many of which are The fire raged out of control

my bimonthly subscription immediately
depended upon to assist in decision making A single in-depth resource is needed which ts ob for four hours, reducing to a
jective and lucid and which has researched all of the pertinent material which applies to a O YES. enroll me as a satisfaction guaranteed subscrib- charred shell the most popular
given subject Risk Management Reports ts such a tool and Is a ready reference for the well er and bill me/my company $60 with the first report night spot in the Cincinnati area
informed risk and insurance manager. with past material being frequently up-dated and new that had featured such stars as
subjects of current interest being treated in appropriate depth Each year Risk Management
Reports will publish an ' annual' Report on captive insurance companies with the mos- cur- Carol Channing and Pearl Bailey
rent listing of captives their parents and their operations Also, periodic surveys are conducted

NAME John Davidson, the singer sched-
through Risk Management Reports covering risk management practices and procedures and uled to appear the night of the
the results are published so as to enable subscribers to measure their responses against those TITLE fire, escaped without injury
of the industry m general The Southgate tragedy was the

The Current Comment section is a stimulus for new thinking-with a wide-ranging review
COMPANY worst nightclub fire m 35 years

and discussion of topics that concern the risk manager and the risk management process-and
can be used as a tool by which the risk manager can anticipate developing exposures and take In 1942, fire swept through the
corrective action before there is a financial loss STREET

main dining room of Boston's

To subscribe to Risk Management Reports fill In the coupon and send it with your Cocoanut Grove club, The crowd
remittance to panicked and dashed toward the

Risk Management Reports, c/o Business Insurance, CITY STATE ZIP
club's 11 exits, nine of which

740 Rush Street. Chicago. Illinois 60611 Mail to Risk Management Reports were locked Many of the 491
(Make checks payable to Risk Management Reports ) c/o Business Insurance 740 Rush St Chicago ill 60611 victims were trampled to death i
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James A. Fagan of
Raymond Intl. dies

James A. Fagan, assistant vp
and insurance manager at Ray-
mond International in Houston,
died last month after a long ill-'
ness. He was 58. Mr. Fagan spent
his entire career with the engi-
neering and heavy construction·
company. He joined the firm in
1939 as a mail clerk, organdzed the
company's insurance department
in 1955 and was elected assistant
vp in 1975. He earned a bachelor's
degree from Pace College while
working full-time at Raymond
International. Mr. Fagan has not
yet been replaced, a spokesman for
Raymond International said.

***

Wayne R. Bergstrom, formenly
corP0rate insurance director at
Twentieth Century Fox Film Corp.
in Los Angeles, has been named
risk manager for Vetco Inc., in
Ventura, Calif. It is a new posi-
tion, effective June 6. He will re-
port to Ron Cullis, senior vp, fi-
nance.. Mr. Ber,gstrom's duties in-
clude property/casualty insurance
and the financial side of employe
benefits. He had been at Bwen-
tieth Century Fox for three years
and prior to that, worked in the
insurance department at Ameord
Inc. in Newport Beach. Veteo Inc.
designs, manufactures and mar-
kets proprietary equipment for

dates for buyers
June 20-24: Third Annual Benefit Plan

Administrators' Institute at Carnegie-
Mellon University in Pittsburgh, spon-
sored by Charles D. Spencer & Asso-
ciates of Chicago. Intended for both new-
corners and experienced benefit plan
technicians, topics range from the de-
sign, administration and financing of
health care programs, through HMOs
and cost containment, to the nuances of
integrated and offset pension plans and
pre-retirement counseling. Cost is $365
for the week and $230 for either the
pension or health session. Contact:

Charles D. Spencer & Associates Inc.,
222 W. Adams St., Chicago, Ill. 60606;
phone (312) 236-2615.

June 21-23: Symposium on seeking
solutions to the product liability prob-
lem in Southfield, Mich., sponsored by
the Society of Manufacturing Engi-
neers. Topics include how to avoid
product liability lawsuits through de-
sign, materials selection and engineer-
ing and how to lessen or negate judg-
ment when litigation is instituted. Cost
is $210 for members, $250 for non-mem-
bers and includes session materials,

luncheons and coffee breaks. Contact:
Michael G. Tolzdorf, program adminis-
trator, Special Programs Dept., Society
of ManuSacturing Engineers, 20501 Ford
Rd., Dearborn, Mich. 48128; phone (313)
271-1500.

June 22-23: How to reduce your con-
struction insurance costs while improv-
ing your coverage, a seminar in Hous-
ton sponsored by MCI Symposia Inc.

' in cooperation with RIMCO Inc. Also
offered July 13-14 in Los Angeles, July

worldwide use in exploration and
production of offshore and on-
shore oil and gas. A fast growing
concern, it reported sales of $10
mi11ion five years ago and expects
to report sades of $400 million in
three to four years.

Twentieth Century Fox had not
replaced Mr. Bergstrom.

***

Martin Brown, 28, has been pro-
moted to the position of insurance
rnanager of Vornado Inc, west
coast division in Whittier, Calif.,
replacing Donald Shelton who re-
signed.

Mr. Brown joined Vornado last
June as employe benefits man-
ager. Prior to that he worked for
P. M. Services in Newport Beach,
Calif., a third-party admindstrator
and a subsidiary of Pacific Mutual
Life Insurance Co.

His duties tinclude group bene-
fits, property/casualty and work-
ers' compensation insurance as
well as state disability and Vorna-
do's welfare fund.

We'd. Zike to report on staff
changes in your risk management
or emplove benefits department.
Just drop a note to People, Bus4-
ness Insupance, 708 Third Aue.,
N.Y., N.Y. 1001.7 or oan (212)
986-5050.

20-21 in Atlanta, Aug. 3-4 in Philadel-

phia and Aug. 17-18 in Chicago.. Cost
is $395 and includes all sessions, work-
books and meeting materials. Contact
MCI Symposia Inc., 51 Bank St., Stam-
ford, Conn. 06901; phone (203) 359-4166.

June 23-24: Seminar on hospital pro-

fessional liability risk finance in Stam-
ford, Conn., sponsored by the risk and
insurance management consulting finn
Risk Planning Group Inc. For those in-
volved in financing a hospital's malprac-
tice exposure, the seminar will review
the commercial insurance market, stand-
ard professional liability contracts, self-
insurance, joint underwriting associa-
tions and association captives. Cost is
$245 and includes attendance at all ses-
sions, lunches and a hospital risk finance
workbook. Contact Micki Briskin, sem-
inar coordinator, Risk Planning. Group
Inc., 24 Old King's Highway South,
Darien, Conn. 06820; phone (203) 655-
9791.

June 26-28: Annual meeting of the Na-
tional Crime Prevention Assn. in Wash-
ington, D.C. focusing on crime preven-
tion efforts of community organizations,
business and industry, law enforcement
and private citizens. Executives from in-
surance, security, banking and other in-
dustries will discuss-how private business
can unite with government and private
citizens to reduce the opportunity for
crime. Cost is $95 for members and $126
for non-members. Contact the National
Crime Prevention Assn., 985 National
Press Building, Washington, D.C. 20045;
phone (202) 393-3170.

Hudson of Lloyd's worried
LONDON-The rising cost of

U.S. product liability awards con-
cerns Sir Havelock Hudson, chair-
man of Lloyd's, after (his return to
London from his recent American
tour.

"If awards on the present scale
continue, the cost of product lia-
bility insurance is going to sky-
rocket. The problem can become
worse, because legislation on
product liability is current[ly be-
ing drafted in the E.E.C. field in
Europe. This is inevitably going
to be influenced by U.S. attitudes.

"In my view, the attitude of the
general' public to· tort actions is
quite wrong. People have a right
to expect that, for instance, the
tragic loss in an air crash of .a

father should not leave his family
destitute.

"But if peaple want to possess
immense wealth as a result of a

personal tragedy, then it is up to
them to insure themselves. The
present Warsaw Convention scale
of awards for aviation liability is
far too .iow, and it should be pos-
sibile to·, increase them to Borne-
thing that will be reasonable for
people in distressing circum-
stances.

"But if a young man of 20 is
killed,.it is illogical to pay an
award as if he was president of
General Motors. Lf he expects to
become an. earner on that scale,
then he should take out his own
insurance." •
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Farm co-ops explore pooling risks
KANSAS CITY, MO.-The in-

surance committee of the National
Council of Farmer Cooperatives
met in Chicago May 17 to discuss
the preliminary steps it would
take towards studying the ,possi-
bility of pooling their umbrella
liability risks.

The eight to 10 pe6ple present
at the meeting elected John
Hogue, risk manager for Farmland
Industries based here, chairman of
a team which will explore the
idea of methods to be used in such
a pooling arrangement, as well as
benefits that could be derived
from it.

"Rather than go the product-
liability-only route, we decided to
take a bmader approach„ since we
haven't had products liability
claims and incidents that.are a
real problem, al,though we're all
experiencing much higher um-
brella 1iability costs," said Mr.
Hogue.

The committee of the · National
Council will undertake its own
study, without calling in any bro-
kers or consultants, said Mr.
Hogue, estimating that the task
will,take a minimum of 90 days to
complete.

Mr. H6gue said the idea of pool-
ing excess liability risks was first
discussed at a December meeting
of the insurance committee.

"Some of the regional coopera-
tives have experienced premium
increases of three, five and even
10 times their prior costs," he said.
Most regional cooperatives carry
limits of $5 million, $10 million
and as high as better than $25
million, he noted.

"This whole program wouldr be
structured for the levels over the

primary cover," he ex·plained,
noting that it could pick up from
the $1 million ,limits or. any level
where the primary policy leaves
off, to provide' coverage up to
catastrophic levels.

Such a pooling program could

take many forms, said Mr. Hogue.
He suggested a pooling arrange-

ment for collective purchasing
could provide beneficial leverage.
in negotiating insurance cover-
age by working directly with the
underwriters. •

AVIATION
REINSURANCE

A Single Capacity of
More Than $40,000,000

ERG MANAGEMENT CORPORATION
99 John Street, New York, N.Y. 10038

(212) 233-2016
 A Duncanson & Holt Group Company

At last there is an efficient, low-cost way
to identify the total pension fund universe
in your state-or any state in the U.S.

Now computerized directories, 63 of them
in all, based on EBS-1 filings under the
Employee Retirement Income Security Ad
(ERISA) put all this never-before-published
information at your fingertips in any state
you wish to cover:
1. Names of plan sponsors with address of

the plan manager's office.
2, For plans with morethan 100 participants,

the name, title, and business telephone
number of thefund administrator.

3. The exad type of plan: defined benefits,
money purchase, target benefit, profit-
sharing, stock bonus, thrift, savings,
Keogh, or IRA.

4. Method of funding-whether trust or
insured.

5. Actual number of participants under
a plan's vesting provisions.

6. The plan's effedive date and fiscal year
ending date.

7. Whether the plan is single or multi-
employer union type, whether it is
subject to collective bargaining, whether
contributions are from employer,
employee, or both-and much more.

Provided through the Extended Reinsurance Group:
• The Equitable Life Assurance Society of the United
States • The Guardian Life Insurance Company of
America • Home Life. Insurance Company • Metro-
politan Life Insurance Company • The Mutual Benefit
Life Insurance Company • The Mutual Life Insurance
Company of New York • The Prudential Insurance
Company of America • State Mutual Life Assurance
Company of America

These current, comprehensive-and
wholly unprecedented-directories,
published by ERISA Benefit Fundsm are
notably inexpensive, too. A single state
volume, covering the 1,473 funds in the
state of Delaware, for example costs just
$43.00 while the Los Angeles Area diredory
listing over 20,000 funds is only $299.00.

For information on all 63 directories
covering 470,000 funds in the U.S. simply
mail this coupon. It will bring you a
complete price·list and information on
other services you'll find equally welcome
in any program to research or sell this vast
$210 billion market.

Mail this coupon or call
(202) 638-1984
I I

.

Erisa Benefit Fundsm ,
do Insurance Research, Inc.
533 National Press Bldg.
Washington, D. C. 20045
Please send me, at no cost or obligation, your
detailed brochure describing ERISA BENEFIT
FUNDS™, Directory of Pension Funds,,and price
list of 63 individual. volumes.

Name (Print)

Company

Address



46 / business insurance, June 13, 1977

classified advertising
RATES AND CLOSING TIME: $3.00 per line, minimum charge $15.00. Cash with order. Figure all cap
lines (maximum-two) 30 letters and spaces per line; upper & lower case 40 per line. Addtwo lines for tox
number. RepIies are forwarded daih/. Closing deadline: Copy in written form in Chicago office not later than
noon, Monday 7 days preceding publication date. Published everv other Mondali. Display classified tates
Tate of $30,25 per column inch, and card discounts on size and frequency. Mail ads to Business Insuraice
classified dept., 740 N. Rush St., Chicago, Illinois 60611.

POSITIONS WANTED

Corporate insurance position
- desired. Western Chicago area

preferred. Currently company
claim manager. National expe-
rience, all lines including ex-
tensive retrospective and expe-
rience rated handling. Excellent
educational background and ref-
erences.

Box 885, BUSINESS INSURANCE
740 Rush St., Chicago, 111.·60611

HELP WANTED

PROPERTY & CASUALTY
CONSULTING OPPORTUNITY

Leading Employee Benefits
Consulting firm located in
pleasant Southern City is
seeking a quality property
and casualty consultant
capable of running a new
corporation. Strong busi-
ness base and excellent op-
portunity. Send resume in-
cluding experience, salary
history and requirements
to:

Box 886, BUSINESS INSURANCE
740 Rush St., Chicago, IL 60611

RISK MANAGER

To head up new risk manage-
ment program for midwest re-
gional mass retailer. Applicant
must possess a minimum of
three years experience as num
ber one or two man in risk man.

agement department or equi.
valent carrier experience. Send
resume and earnings require.
ment to:

Box 887, BUSINESS INSURANCE
740 N. Rush St., Chicago, Illinois 60611

RIMCO, one of the largest and fast-
est growing pure risk management
consulting firms needs to fill the po-
sition of Senior Consultant.

This position requires experience in-
volving the cost and coverage ana·
lysis of various lines of insurance,
various funding programs and insur-
ance services.

Primary qualifications include at
least 5 years of broad experience in
the property and casualty field, pref-
erably with a consulting or insur-
ance agency/broker.
We offer a superior salary, generous
fringe benefits and an exciting chal-
lenge. Please send a resume, com-
plete with salary history and require-
ments to:

Wm. S. Mcintyre, President
RIMCO, INC.

10300 North Central Expressway, Suite 180
Dallas, Texas. 75231

DIRECTOR OF

RISK MANAGEMENT

UNIVERSITY OF ILLINOIS

University Office of Personnel Ser-
vices is seeking Director of Risk
Management- who will be responsible
for the coordination, development,
and supervision of insurance, claims,
loss prevention, and related admin-
istrative services for the University
of Illinois. Master's degree preferred
or equivalent combination of educa-
tion and ·experience in insurance,
safety, economics, or finance. Sal-
ary: Negotiable. Starting date: July
15, 1977. Location: Chicago. Ap-
pointee entitled to University bene-
fits. Apply before July 1 to Dr.
Dean Barringer. Associate Vice Presi-
dent for Personnel Services, Univer·
sity of Illinois, 306 Illini Tower,
Champaign, Illinois 61820.

The University of Illinois is an
Affirmative Action/Equal Opportunity
Employer.

HELP WANTED

CORPORATE INSURANCE
ANALYST
RISK/EXPOSURE

The successful candidate will assist in the identifi-
cation and evaluation of insurance risks, making
detailed studies of various insurance risk situations
and recommending risk handling teChniques.
Requirements: Strong background in property and
casualty insurance; 3-5 years commercial insurance
underwriting experience; analytical ability and
familiarity with statistics.
Hoffmann-La Roche is one of the world's leading
producers of pharmaceuticals and health care
products.
PRINCIPALS ONLY. Send resume and current
salary to: Elenor M. Malone, Associate Employ-
ment Manager, Hoffmann-La Roche Inc., Nutley,
New Jersey 07110. An equal opportunity employer
M/F.

ROCHE 0

Property Liability
Specialist

The Upjohn Company, a growing leader in the pharmaceutical-
human health care field has an opportunky for a Property Liability
Specialist. This newly created position is n the risk and insurance
department.

Requirements include BBA or MBA in risk management. 1 to 2
years of risk management experience with a manufactu ring firm is
desirable.

Kalamazoo is a medium-sized, southwe:tem Michigan community
with immediate access to an excellent mix of cultural and recreational
pursuits. Salary commensurate with experience, plus excellent benefits
and relocation package.

Submit complete resume in confidence to:

Myra W. Johnson
The Upjohn Company

7171 Portage Road, Kalamazoo, Michigan 49001

An Equal Opportunity Emfloyer M/F

Upjohn

INSURANCE &

BENEFITS ANALYST
Treasury department of growth oriented For-
tune 500 manufacturing firm in Western New
York offers career opportunty to capable in-
dividual who will report and disclose require-
ments of ERISA, and analyze cost of benefits
for planning, funding and control purposes.
Minimum requirements include Bachelor's
degree in Accounting or Finance with pre-
vious exposure to ERISA compliance. Group
insurance underwriting helplul.
Salary commensurate with experience. Send
resume, including salary history to:

Box 891, BUSINESS INSURANCE
'740 Rush St., Chicago, 111. 60611

An equal opportunity employer M/F

HELP WANTED

CONSULTING FIRM FAR

NORTHWEST CHICAGO
SUBURBS HAS TWO OPENINGS

RISK MANAGER

Applicant should have Bachelor's
degree and 5-6 years' expert-
ence in #1 or #2 position of
Risk Management Department,
or similar brokerage firm experi-
ence. Position involves coverage
analysis, negotiation with bro-
kers and reinsurers in all lines.

Captive insurance management
desirable.

ASSISTANT RISK MANAGER
Applicant should have Bachelor's
degree and 2-3 years' experi.
ence in property and casualty
administration and claims hand·

ling.

Box 890. BUSINESS INSURANCE

740 Rush St., Chicago, Itl. 60611

INSURANCE

RISK MANAGER
Growing multi industry, Fortune
500 Company seeks Risk Manager.
Responsibilities include risk ana-
lysis and retention, recommenda-
tions and administration of prop-
erty, casualty and risk manage-
ment programs.
We require a degree and a mini-
mum of 6 years experience as the
risk manager of a large corpora-
tion or equivalent experience with
carrier or broker.

We offer good salary and fringe
benefits. Suburban Philadelphia
location.

Replies should include detailed ex-
planation of work experience, sal-
ary history and requirements.

T-42, P.O. BOX 2068
Philadelphia, Pa. 19103
Equal Opportunity Employer

Risk Management Consultant

If you think creatively about practical risk management, you are good
at solving challenging problems, you enjoy people and want to help, you
excel at oral and written communications, you like travel and new
experiences, you are interested in a senior consulting position .
write me George M. Betterley.

Betterley Consulting Group
Hancock Tower, 200 Clarendon Street, Boston, MA 02116

Workers Compensation
Administrator

Ralston Purina Company's Insurance Department is seeking a St. Louis
based Workers Compensation Administrator. The ,individual we zr.
seeking will be responsible for complete claims administration in
cluding settlements, reserving and use of EDP for claims analysis

The successful candidate should have:

3 years' claims experience, preferably with a sell insured plan
successfully completed the examination for.an administrator of sell
insurance in California.

a college degree in Business Administration or related field
desired.

If you are seeking a challenging opportunity with a highly competitive
salary and excellent growth potential in a people-oriented company,
please send your resume in complete confidence to

Warren A. Woolever

Il Ralston Purina RALSTON PURINA COMPANY

.-. Company Checkerboard Square
St. Louis, Missouri 63188

t/

An Equal Opportunity Employer M F

VICE PRESIDENT

& MANAGER

POSITION: Vice President & Manager of newly formed in-
surance subsidiary.

EXPERIENCE: 10+ years insurance industry experience.
This experience should encompass not only casualty, general
liability & property lines, but include life insurance as well.
The successful candidate should have the facilities available

to place these types of insurance for corporate clients. How-
ever, this agency will not be limited to business insurance.

A proven record of growth and managerial responsibilities
must be demonstrated.

SUPPORT: The management 01 the parent company is pre-
pared to make a substantial commitment to provide the neces-
sary resources to help this agency grow.

SALARY: $30.000-$35,000 per year + bonus and good
fringes.

LOCATION: Deep South.
If you have the above qualifications and are willing to accept
the challenge of this position. please forward resume and sal-
ary history in confidence to:

Box 888. BUSINESS INSURANCE
740 Rush St.. Chicago. 111. 60611

equal opportunity employer
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Once again, the curtain is going up on
the most dramatic advertising opportunity ...

On Monday, July 25, the command performance of the
sixth annual AGENT/BROKER PROFILES issue of

BUSINESS INSURANCE will be viewed by over 59,000

corporate insurance buyers in more than 17,500 leading

U.S. corporations as well as nearly 30,000 agent and
broker readers of B.I.

To meet the demands of such a distinguished audience,

the editors of Business Insurance have taken extra pains

in the preparation of their exclusive issue devoted to

listing the profiles of this country's leading commercial in-

surance agents and brokers.

The July 25 feature will present not only a directory for-

mat for ease of review and reference, but valuable infor-

mation about the size, scope of operation, number of

employes, income, premium volume and special services

of insurance brokers and agents who have responded to
a specially prepared questionnaire.

.business
insurance

the newsmagazine that just had to be.

Chicago: 740 Rush Street, IL 60611 (312) 649-5275

New York: 708 Third Avenue, NY 10017 (212) 986-5050

Los Angeles: 6404 Wilshire Blvd., CA 90048 (213) 651-3710

This publishing exclusive-which was an advertising sell-

out last year-will attract the largest number of buyer/
seller readers ever assembled as an audience of an in-

surance publication.

It's a performance you won't want to miss. And, it's a per-

formance you should play a major role in.

Your advertising message-dominant, well directed and
meaningful-will let this influential Business Insurance
audience know where it can obtain the best and most

reliable services in insurance, benefits and loss preven-
tion.

Advertising reservations close on July 12 so act now! Fill

out the TWOFFER coupon and get visibility in the July 25
Agent/Broker Profiles issue as well as visibility for a full

yfar, every time this itsue is_ referrEd-12 ... You'll get
READER ATTENTION and BUYER ACTION.

TWOFFER************X

 READER ATTENTION and BUYER ACTION %
44 July 25 offer valid until closing date: July 12th

Business Insurance, 708 Third Ave., NY 10017

I am interested in an advance reservation in the July 25 AGENT/BROKER
PROFILES ISSUE. O Contact me with further details.

Name » Title
« Company Name

 Address _ __
4% City __.__- State Zip »
« Phone number (area code) ---- 64
4% 3,
* 555--5--55-555555595-55553<
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ThewaysomeWorkers'Comp
policyholders are regarded

is un-American.
Do you ever feel you're being treated like one of the herd? It won't

happen with American Mutual.
We serve the needs of people-that's the American way, the

American Mutual way.

American
AAutual

INSURANCE COMPANIES, WAKEFIELD. MASS. 01880

We want to keep you safe, and sound.
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