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U. of California names

new brokerage firm to
handle its huge account

BERKELEY, CA.-The Univer-
sity of California recently named
Risk Management C-roup (RMG)
the sole broker for the entire uni-

versity system, chocsing the firm
c·ver its previous broker, Fred S.
James, and nine other brokers.

The other top contenders for the
business which includes $18.3 mil-
lion in insurance premiums were
Johnson & Higgins and Bayly,
Martin & Fay.

Fred S. James has been the des-

ignated broker for tne University
cf California since 1970. However,
inder the university risk man-
:gement policy, the brokerage
firm is reviewed every six years.

A five-member ccmmittee rep-
resenting the university and the
Gecrge M. Betterley consulting
firm, retained by the university to
aid in the selection of a new

troker, witnessed ful2 presentations
by the four finalists. After the pre-
sentations, the members independ-
ently rated them.

Cost did not play a role in the
eletion, Mr. Better.ey said.

"We're operating strictly on a
fee basis," a spokesman for RMG
said. "There's no commission in-
volved."

RMG is a new company formed
ty Gordon H. Beamer, president

and chairman. Charles E. Hiatt of

The Hiatt Co., a risk management,
actuarial and employe benefit con-
sulting firm is vice chairman.
Other service partners of RMG
are: The Claims Management Co.,
Asset Control Inc., Profitect Inc.,
The FPE (F_re Protection Engi-
neering consilting firm), World-
wide Facilities Inc., an excess and
surplus lines 'Nholesale broker and
B. E. Gutmann Co.

The University of California,
which operates several teaching
hospitals, pays $16 million in mai-
practice premiums and is insured
with the California Hospital Assn.
However, the anniversary date of
the pol:cy is July 1.

"We will begin exploring alter-
native funding techniques," the
spokesman for RMG said, using a
mathematical model system to de-
termine the expected losses for the
next five years.

One of the techniques proposed
is the Econometric Risk Analysis
(ERA) system. The system uses a
computer to generate random pos-
sibilities.

"We propcse to analyze the
demographic and geographics as
well as the doctor and patient pcp-
ulation:" the RMG spokesman
said. •
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Urges 'definite change
in McCarran's shelters

By PAUL R. MERRION

NEW ORLEANS-Reforming
the McCarran-Ferguson Act,
which for over 30 years has ex-
empted the insurance industry
from antitrust laws, would bring
about the benefits of more com-

petition and less regulation for in-
dustry and consumers alike, a top
Justice Department official said
here.

For several months, under or-
ders from the Ford Administration,
the Justice Department's anti-
trust division has been studying
the impact of changing the law as
part of an overall effort to loosen
the reins on heavily regulated in-
dustries, including trucking, air
and rail transportation, and insur-
ance.

"Today there is a growing con-
sensus that economic regulation,
absent a natural monopoly, is in-
jurious to the public interest," said
Jonathan C. Rose, deputy assis-
tant attorney general in the anti-
trust division.

Speaking here earlier this month
at the American Bar Assn. nation-

al institute on regulation of the in-
surance industry, Mr. Rose repeat-
edly said that he still has no clear
indication of when or how the Mc-

Carran-Ferguson Act should be
reformed, but that the evidence
thus far indicates that some change
of the law is definitely needed.

California's regulatory system,
based on "open competition" since
1947, is an example of what the
Justice Department may some day
seek in the way of deregulation,
Mr. Rose said.

The McCarran-Ferguson Act,
passed in 1945, required state reg-

ulation of insurance rating bureaus
in order to obtain exemption from
the federal antitrust laws, Most
states subsequently adopted "prior
approval" laws which left the
power to change rates in the hands
of the rating bureaus with some
public supervision.

The immediate benefit of re-

moving antitrust exemption from
the insurance industry would be
more competition and less regula-
tion, especially in states now re-
quiring "prior approval" of changes
in insurance rates, Mr. Rose said.
He added that evidence gathered
on automobile insurers shows that

reform of the regulatory system
would bring about independent
pricing, a smaller proportion of
uninsurable risks to be subsidized,
more industry innovation and less
volatility in loss ratios.

In conducting the studies, the
Justice Department compared the
experience of "prior approval"
states and those in which a more

competitive climate exists because
insurers are able to adjust rates
more easily.

While results of the studies are
tentative, and so far limited to
auto insurance, Mr. Rose said sta-
tistics gathered by the Justice De-
partment show that "to the extent
rate regulation produces inade-
quate rates, it also results, as one
insurer asserts, 'in either limiting
the amount of business we will
write in those states or... tighten-
ing our underwriting standards, or
both.' "

The studies have found that in
two major "prior approval" states,
about one-half of the top 30 auto
insurers use rates set by the state
rating bureau, despite the easing
of rules prohibiting independent
filings, Mr. Rose said.

One possible explanation is the
rigidity of the rating mechanism.
"Under these regulatory condi-
tions, efficient insurers may adopt

Continued on page 8

Fat City: Earn $2
benefit for $3 pay

NEW YORK-Fringe benefits
for municipal workers cost New
York City $2 for every $3 dollars
of base pay, a report by the Tem-
porary Commission on City Fi-
nances found.

What the commission proposed
to remedy the problem is essen-
tially a suggestion that municipal

Risk Mana*€in€nt
SERVICES

What's the name of the game in the insurance business?
Service, of course. Underwriters still provide policies, and
brokers still sell what the insurers underwrite. But ser-

vices are where the action is-services to control losses,
services ·to administer benefit claims, services to counsel
on pension reform law compliance, services to protect pro-
perties, services to clean up oil spills, services to help set
up and manage your own insurance company. In fact,
there are even specialists (consultants) to evaluate the
services you get for your dollar. In this special issue, we've
taken a close look at the providers and users of services.
See pages 13 through 42 for the details.

employes work more for less com-
pensation.

The commission is recommend-

ing five major cutbacks in fringe
benefits designed to save $97 mil-
lion. In addition, it would make
three cuts in leave benefits which

would effectively add 9,000 work-
ers to the city's labor force at no
extra cost.

These recommendations were

made public as negotiations were
about to begin for new labor con-
tracts covering most municipal
workers in New York City.

The study found that the average
annual base pay for all city work-
ers is $16,091 and that fringe and
leave benefits cost $10,616 a year
more bringing the total yearly av-
erage cost per employe to $26,707.

The most controversial step rec-
ommended by the commission was
for the city to stop paying $105
million a year to union welfare
funds, but to provide the same
benefits directly to city workers at
a saving of $30 million.

The city is spending $292 million
this year for the most extensive
employe health program in the
coun:ry, the report revealed, and
it continues to pay health benefits
after retirement even in the cases
of people young enough to start a
second career which also provides

Continued on page 8
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Dam collapse creates
loss, liability worries

By MARIE KRAKOWIECKI

IDAHO FALLS, ID.-The Te-
ton Dam, which burst June 5, was
uninsured for its own value and

for the estimated $500 miLlion in
property damages caused by the
resulting flash flood, according to
the governnnent agency which de-
signed and operated the dam.

The Bureau of Reclamation of

the Department of the Interior is
one of two federal agencies which
builds dams, the other being the
Tennessee Valley Authority. A
spokesman for the bureau said
federal dams as a rule are not
insured.

"Teton Dam was 97 % complete
and was still in the hands of its

two contractors when it broke," a
bureau spokesman said. Seven per-
sons were known dead.

He identified the contractors as

Morrison-Knudsen Co. of Boise,
Idaho, and Peter Kiewit Sons Co.
of Omaha, Nebraska.

Neither firm's insurance direc-

tor was available for comment

about what kind of builders' risk

insurance coverage they carry
which might apply in a disaster
of this magnitude.

Richard C. Feddersohn of Mor-

rison-Knudsen would divulge only
his title, which is director of in-
surance.

J. Hawekote, insurance manager
of Peter Kiewit, left his office
after being contacted by Business
Insurance, and his assistant did
not return subsequent inquiries.

However, it was learned that
the Seattle office of Marsh & Mc-
Lennan is broker for the Morri-

son-Knudsen coverage.

M&M account executive Evan

Sorby handles the business. He
was unavailable at press time, and
his office said it had been in-

structed not to comment on the
Teton Dam break because M&M

was "in meetings regarding it
right now."

The federal government will
provide disaster relief to the vic-
tims of the flood. Its Federal Dis-

aster Assistance Administration

(FDAA) was busy setting up
emergency centers at press time.
The centers would function with
a "supermarket approach" in pro-
viding one place victims could go
to file a variety of claims with
different government divisions.

The FDAA said that its first

rough estimates of commercial
damage in the area, made from
a helicopter survey, indicate some
200 businesses were wiped out.

Probably none of these business-
es were covered by commercial
flood insurance policies, according
to the Allied Mutual Insurance
Co. in Boise.

Allied Mutual acts as a sub-
contractor for the National Federal
Flood Insurers Assn.

"Idaho is one of the states which
carries the least amount of flood

insurance," explained Peter Kra-
mer, director of research for the
association.

He said information phoned to
the association that morning last
week showed that the worst hit
areas of Idaho were the least in-

sured. Sugar City, which had 200
houses leveled, for instance, had
only five flood insurance policies
on record.

And in the whole of Madison

Over 100,000 Branch Offices

Actually each of our local
independent agents and brokers
in the United States can serve you as an
AAU branch office.

Your own agent is the one you see for coverage and claims. .
the one you can trust to put your interest first. And, he's backed
by aviation-skilled underwriters and claims people in nine
strategic air centers and the stability and experience of the
nation's leading insurance companies.

The same agent or broker who insures your home, business
and other property can also insure your plane. Best of all, he
knows you. Ask him about AAU... the nation's foremost
aviation underwriter for nearly half a century.

ASSOCIATED AVIATION

*:3(¢ '

90 John St., New York, N.Y.

Atlanta • Chicago • Dallas • Denver • Detroit

Kansas City • Los Angeles • San Francisco

County, the most severely devasta-
ted area, there were only seven
policies. Rexburg which had dam-
age to more than 1700 structures,
had only two flood policies.

There were 149 policies written
for Idaho Falls, the state's third
largest city, but the damage was
not as bad there, Mr. Kramer said.

He contrasted the situation with

Tulsa, Oklahoma, itself the scene
of a flood causing $12 million in
damages alfew weeks ago. That
city had flood coverage for about
$6 million of the damages, or ·
about 50 %, compared to Idaho's
sparse flood insurance.

"Unfortunately, the best adver-
tisement for flood insurance is a

flood," Mr. Kramer added.
The FDAA was not able to pro-

vide any figures on how much it
would cost the federal government
to help the victims of the Teton
Dam flood.

"We don't go in with a bag full
of money and when it runs out
stop making payments," a spokes-
rnan said.

"The law establishes eligibility.
But," he remarked, "we consider
insurance to be prime."

He went on to explain that any-
one who had insurance coverage
for damages sustained would not
be eligible for government assis-
tance for those losses.

He said the American Insurance
Assn. had signed a letter of agree-
ment with the FDAA to send rep-
resentatives to the emergency re-
lief centers to help give advice
and assistance in filing claims.

Although the question of build-
ers' risk liability in the case of
the contractors working on the
Teton Dam, remains unanswered
at this writing, there is apparent-
ly no architect or engineering lia-
bility coverages involved in the

Teton Dam break, because the fa-
cility was designed by the Bureau
of Reclamation's own Dam Design
Construction Center in Denver,
Colorado.

The dam, which was situated on
the Teton River north of Idaho
Falls, was a controversial project
from its inception. Approved by
Congress in 1964 and begun in
1971, the 300-foot dam was at-
tacked by environmentalists who
said it was being built in a fault
zone.

Three groups, the Sierra Club,
the Idaho Environmental Council

and Trout Unlimited sued to block
the projeet in 1973, claiming the
project's environmental impact
statement was inadequate.

The court ruled against them,
and the U.S. Court of Appeals up-
held the decision in late 1974.

"This dam was supposed to take
care of all future flood problems
around here. That's onq of the rea-
sons why there was very little
flood insurance purchased," said
a source at the Boise office of
Allied Mutual. •

GUIDE TO

FEATURES
Opinions

Info for Buyers ....
Dates for Buyers ..

Legal Brief ........
Perspective ....
People .........

.24

32

.58

60

..65

..78

Vol. 10 No. 12-Business Insurance is
published every other Monday at 740
Rush St., Chicago, Il. 60611. Controlled
circulation postage paid at Brookfield,
Wisconsin. Copyright 1976 by Crain
Communications Inc.

Tile Argonaut Advantage:
speciolists in u,orkers' Eompensation

for over 25 veurs.

When our doors first opened over 25 years ago,
we set our sights on building a strong, dynamic
workers' compensation business. And we had the
kind of people who would make that goal a reality.

Over the years, our reputation as a comp carrier
has grown in the many industries we serve. Today
Argonaut has an advantage: experienced people to
deliver the kind of expertise and services that make
business with Argonaut good business for you.
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Another board to rule on insurance accounting
By PAUL R. MERRION

WASHINGTON-A congres-

sional watchdog agency is trying
to define how insurance costs

should be accounted for by federal
defense contractors.

Self-insurance, premium re-
funds, and allocating costs of cen-
trally purchased insurance among
a firm's government and non-gov-
ernment entities are the major is-
sues to which the Cost Accounting
Standards Board (CASB) recently
asked 1,000 contractors and trade
groups to respond.

The CASB, established in 1970,
develops guidelines for another
Congressional agency, the Defense
Contract Audit Agency, which
oversees $16.5 billion in negotiated
defense contracts annually. The
CASB said that annual insurance

costs allocable to those contracts

are estimated to be $350 million.

About three-fourths of this $350
million represents employe group
insurance plans, and the rest in-

cludes workers' compensation, lia-
bility and casualty insurance, the
CASB said. "Self-insurance ap-
peared to be utilized extensively
for other than employe group in-
surance," the agency added.

The study is only in the informa-

tion-gathering stage, and a pro-

posed standard won't be issued for
about 10 months, according to

Robert S. Straith, associate direc-
tor of CASB.

There were 70 replies to the ra-

ther complicated survey, out of
1,000 corporations, individuals and
trade groups that were asked to
respond. "It's not an issue everyone

is excited about," Mr. Straith said.
The ho-hum reaction from in-

dustry is partially due to the re-
lative insignificance of the insur-
ance costs that would be subj ect to
an accounting standard. "We re-
plied to the questionnaire, but we
question the need for an insurance
cost accounting standard," said
Philip Blattau, project officer for
the Council of Defense and Space
Industry Assn.'s cost accounting
standards task group.

"When you take out the three-
fourths that goes for group insur-
ance, and when you consider that
a significant part of the balance
won't be affected either, how much
is open to dispute," Mr. Blattau
said. "Our experience with other
standards is that in the long run,
there are more arguments created
and more cases come before the

Contract Appeal Boards."
The CASB staff is currently

writing an informal draft stan-
dard, he said, which will then be
sent out to the 1,000 members of
the survey for their comments.

The informal standard will then

be revised into a proposed stan-
dard, which will be published in
the Federal Register. Then com-
ments will be accepted for 60 days.
If all goes well, a final standard
will be forthcoming in about 114
months, Mr. Straith said.

The CASB's objective is to pro-
vide increased uniformity and con-
sistency in cost accounting prac-
tices of defense contractors. In the

last year, the board has developed
final regulations on accounting for
costs of compensated personal ab-
sence, depreciation of tangible
capital assets, and accounting for
acquisition costs of material.

"A number of troublesome ac-

counting problems in connection
with both purchased insurance and
self-insurance plans" have cropped
up in several Board of Contract
Appeals cases and court cases, ac-
cording to the CASB.

"For example, portions of pre-
miums, refunds, or dividends are
allowed to remain on deposit with
insurance companies as 'reserves'
for various purposes," the board

said. "The sizes of the reserves are

not actuarily determined and are
frequently very large.

"Contractors retain an interest

in the reserves, yet the existence of
the reserves is not disclosed in the

contractor's records nor are re-

ported insurance Costs correspond-
ingly reduced," the CASB said.

In the area of self-insurance,
the board is particularly concerned
with two funding methods: accru-
ing a "reserve for self-insurance"
by a systematic charge to expense
in each accounting period, and as-
signing the cost of the loss to the
period in which it occurs.

Prior to the issuance of Finan-

cial Accounting Standards Board
(FASB) standard No. 5, which
limited current-year expensing of
self-insured retentions to losses

that are probable or that can be

reasonably estimated, federal con-
tract auditors relied on govern-
nnent procurement regulations
which were interpreted to require
a formal accrual on the financial

statement to provide evidence of a
reserve.

"However, because FASB No. 5
now forbids such accruals," the
CASB said, "the audit agencies
have advised us that they will ac-
cept the evidence of provisions in
memorandum records maintained

for this purpose."
The problem with self-insurance

that the CASB sees is that by
sharing directly in the contractor's
losses, the government becomes, in
effect, his "insurer."

It thereby exposes itself to
losses without the opportunities to
control risks that commercial in-

surers have.

In the area of premium re-

Kiddek

funds, with respect to retrospec-
tively rated insurance policies, the
CASB is concerned about the

method of accounting for the "pre-
mium deposit" and the refund or
adjustment.

The problem lies in determining
what period to which the premium
refund should be allocated. In the

past, contractors have used the
current period, the policy period on
which. the refund was computed,
and the earliest cost accounting

period on which final settlement
has not been reached with the gov-
ernment.

However, the amount of work

that a contractor has with the gov-
ernment can vary yearly.

Therefore, the amount of credit
allocated to the government would
often depend on the period used.

On the question of allocating in-

* 24*F: 4

surance costs to various segments
of a company that does govern-
ment work, the defense contract
auditors are charged with making
sure that pooling premiums does
not result in an overcharge to the

government.

Especially in aircraft product
liability insurance, there are dis-
crepancies in loss experience for

government and non-government
work, the CASB said.

"The amount of claims which

would normally result from the
failure of a cornnnercial aircraft

tends to be much higher than the
amount which would result from

the failure of a government air-
craft, and it appears that the pre-
mium on such commercial busi-

ness may be as much as 10 times

as great as that on comparable
government business," the CASB
said. •

Ring of D efense
can protect your facilities against costly fires.
Large-loss fires are on the rise
across the U.S. Over a recent 12-

month period,there were 600 fires
involving losses of oyer $250,000
each. Kidde can help you avoid
serious loss-by safeguarding
your valuable facilities with a fire-
safe "ring of defense" that incor-
porates one or more of these
Kidde custom-engineered detec-
tion and suppression systems:

Halon 1301 systems. Fast-acting,
people compatible-they provide
safe protection for high-value
equipment and facilities such as
computer rooms, nuclear plants,
shipbuilding facilities. Leave no
damaging residue.

Executive Vice President. The

company's philosophy is that safety
is an essential part of euervonei
job. Precision is their business - and
that includes precise safety
standards, precisely communicated.

Carbon dioxide systems. Total
area or local application systems
offer nonconductive, completely
clean protection against elec-
trical hazards, flammable liquid
and gas fires in applications such
as dip tanks, generator sets.

Hi-Ex® foam systems. Completely
automatic systems detect fire,
activate protective measures, fill
high-rack storage areas with
high-expansion foam. Water dam-
age is minimal, foam compound
is completely biodegradable.

LDC dry chemical systems. Fixed
automatic and skid-mounted ver-

sions protect special hazard loca-
tions such as refueling areas,
engine test cells. Chemical type,

policyholders control /osses-which
is the only way to control insurance
costs. But the policyholder's efforts
are really what make it all possible.

flow rate, nozzle configuration,
piping layout can all be custom-
specified.
All systems are designed to high-
est reliability standards by Kidde,
known worldwide as a leader in

fire protection equipment. Today,
with equipment replacement
costs the highest in history, you
need the best fire protection
available-from Kidde! Forde-

tails, write to the Director of Engi-
neering/Marketing Services,
Walter Kidde & Company, Inc.,
Dept. 208, Belleville, N.J. 07109.

WALTER KIDDE & COMPANY, INC.

BELLEVILLE, NEW JERSEY

Kidde

Employers Insurance of Wausau
Wausau, Wisconsin
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City of Newport News, numbed by
premium bill, self-insures auto risks

By PAUL R. MERRION
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And fortunately, the penalty for
early cancellation was set at $17,-
RAA Th'-. ,•AA,int'-n :n #A -0„ .1+I.

Product liability hearing
to be held this summer

WASHINGTON - Fact-finding
hearings on product liability will
be held by the Senate Small Busi-
ness Committee either late this
month or sometime this summer,
according to a committee staffer.

The arrangements are tentative,
and no witnesses have been con-
firmed. But the committee's chair-

man, Sen. Gaylord Nelson (D-
Wi.) is "very interested" in the
problem and he wants to hold
hearings, the staffer said.

"The product liability problems
of big companies are magnified for
small companies," she said. "In-
surance is becoming astronomi-
cal."

The hearings will not center on
a specific bill because it is a select
committee and it will not have

legislative powers until the next
session of Congress. Rather, the
committee is seeking to collect tes-
timony for the use of its members,
who serve on other committees.

"The product liability problem
cuts across the jurisdiction of
quite a few committees," the staff-
er said.

Meanwhile, the Senate Labor
and Public Welfare Committee has
not yet scheduled hearings on a
product liability bill introduced in
April by Sen. Robert Taft.

The bill would ease the product
liability problem, its supporters
claim, by allowing an override of
exclusive remedy provisions in
state workers' compensation laws.

Under current law, injured

A Marine Salute to

insure their vehicle risks.

Newport News had 950 city ve-
1-,;nIAr• ni- *4 fnll .07$ R/T„ Thnmne

workers cannot sue their employ-
ers but they can sue the maker of
the machine on which they were
injured, charging that the machine
is defective. The inability of ma-
chine manufacturers to counter-
sue the worker's employer.

Sen. Taft's bill, S. 3317, is an
amendment to the Occupational
Safety and Health Act, which has
not been changed since it was
passed in 1970.

The bill would allow counter-
suits against employers who vio-
late an OSHA provision or other
safety law, in addition to being
able to use the employer's negli-
gence as a defense.

An aide to Sen. Taft said hear-

ings have not been scheduled be-
cause the committee's calender is
crowded with other measures.

However, the bill is picking up
support, he said. Three more sen-
ators have agreed to co-sponsor
the legislation, in addition to the
five who originally put their
names on it. •

in the retro plan," Mr. Thomas said.

"But really, a retro plan is just
a cost-plus plan," Mr. Thomas said,
"and it's the plusses that get you."

Savings this year were projected
to be $204,900, but Mr. Thomas
said if current loss trends continue,
savings could reach $285,000.

1%/r. Thnmic r,c+Nnn+ae +Ker, ;+ 11<;11

Routine claims will be handled

out of the city attorney's office, and
non-routine claims will be handled

by Crawford & Co. at $80 per
accident, unless the mishap involves
a school bus or some other compli-
cation.

The city's self-insurance plan
gives the city attorney and his staff
tha 0,1+1,Ar;.t.u *A_eat+la_.nla·me ,in +A j

RIMS to poll members
on liability insurance

NEW YORK-As part of a long-
range effort for tort reform, the
Risk & Insurance Management So-
ciety ( RIMS) is planning to sur-
vey 2,200 of its members on their
problems with product liability and
other scare lines of insurance, ac-
cording to Paul Kipp, vp-public
affairs.

The approximately eight page
survey questionnaire is being fin-
ished now, Mr. Kipp said, and
RIMS is hoping to mail them soon
and have the results tabulated by
the end of the summer.

The Department of Commerce's
interagency task force on product
liability is not associated with the
RIMS survey, Mr. Kipp said, al-
though "we did talk to them to
find out what they're interested

AMERICAS 200th BIRTHDAY

r

4

f

1.

4

IXJ 1

6

.

4

Fromthe SirWinston Churchill and her all-girl crew
Britain's famed 135-foot sailing ship, the SirWinston
Churchill, will take part in the Transatlantic Tall Ships
Race. Then, on the Fourth of July, she will join 225
vessels from all over the world in a spectacular
Parade of Sail through New York Harbor and up the
Hudson River, climaxing Operation Sail 1976 festiv ities.

Royal-Globe Insurance Companies are proud to be
sponsoring the Sir Winston Churchill's participation
in this historic event hailing our nation's Bicentennial.
We also take pride in pointing outthat ourown history
in serving the insurance needs of the public in the

United States reaches back over a century and a half.
Today, we provide our agents and brokers with a
broac range of coverage for the protection of people
and business-worldwide-through a network of
125 offices, coast-to-coast.

& Royal-Globe Insurance .AL
Worldwide shield 

against the unexpected I

Royal-Globe Insurance Companies
150 William Street, New York, N.Y. 10038

in." A RIMS spokesman at head-
quarters here said, "it goes with-
out saying that we'll send them the
results."

Details for funding the study
have not yet been worked out with
the prospective co-sponsor, which
is a major magazine, the RIMS
spokesman said. Time and Fortune
magazines have sponsored RIMS
studies in the past. "It adds va-
lidity to have another sponsor," the
spokesman said, "and it adds im-
pact."

The product liability survey will
serve as the basis for a RIMS task
force on tort reform, Mr. Kipp
said. "After we develop informa-
tion on tort reform, we'll decide
what we'll do," he said. "It could
be active or passive."

"You have to have a good feel
of the problem," Mr. Kipp said.
';You have to see where your sup-
port is."

The RIMS survey will ask broad
questions, "so no matter what in-
dustry (the respondent belongs to)
we can get input," he said. The
questions will be multiple choice
to make the survey easier to fill
out and to facilitate computeriza-
t.on.

The survey will, in general, ask
three questions, Mr. Kipp said, in-
cluding: Is there a product liability
problem in your industry? Do you
yourself have problems with pro-
duet liability insurance? And what
is the best solution?

Both fidelity,
surety lines
in red for '75

NEW YORK-Estimated statu-

tory losses in 1975 arnounted to
20% in the surety insurance line
and 6 % in the fidelity line accord-
ing to the Surety Assn. of America.

The association's general man-
ager, Elver Pearson, said rate in-
creases have been proposed in both
lines. Rate changes in the fidelity
line have been proposed for each
of its two components-commer-
cial fidelity and financial institu-
tion business.

A 5 % rate increase is proposed
in the commercial fidelity business
and an approximate increase of
12 % for the total fidelity line, Mr.
Pearson said.

"Financial institution business

has been something else, Substan-
tial increases are called for on com-

mercial bank, savings bank and
stock brokerage and investment
banking house blanket bonds," he
said.

It was the first time in 12 years
that both fidelity and surety lines
lost money in the same year. I

Congress to tax options
Executives would lose special

tax treatrnent for one of their fa-

vorite fringe benefits-qualified
stock options-under a tax reform
bill pending in the Senate Finance
Committee.

Under the bill, which has al-
ready passed the House, qualified
stock options granted after May
20: 1976, would be subject to the
same rules as non-qualified stock
options.

This means that the difference

between the price of a stock op-
tion when it is granted and when
it is. actually exercised would be
treated as ordinary income, rather
than a capital gain.

A Finance Committee amend-

ment to the provision allows an
exception for small or new firms.



The cost of l],ing
oes #pevelyyear.

Today people have a better
chance of recovering from an
automobile accident or

an industrial injury Because of
continuing advances in modem
medical science.

But sophisticated diagnostic
equipment like this is very
expensive. To keep pace with
such rising medical costs,
the price of protecting you or
your business against liability
for accidents or injuries
has to go up, too.

Insurance, after all is
simply a means of spreading
risk.

Insurance companies
collect premiums from many
people and compensate the
few who have losses.

The price of insurance
must reflect the rising cost of
compensating those losses
and the work that goes into

doing that. And that's why your
premiums have been going up.

No one likes higher prices.
But we're telling it stmight.

CRUM&FORSTER
INSURANCE COMPANIES

THE POLICY MAKERS.
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NYC employes ...
Continued from page 1
health benefits.

Uniform allowances are made to

93,000 city employes, many of
whom do not wear uniforms. As

The New York Times pointed out
after the commission released its

report, even 11 puppeteers on city
payroll get $105 a year for uni-
forms,

The city's unions, led by Victor
Gotbaum, executive director of the
largest, District Council 27 of the
State, County and Municipal Em-
ployes, were furious over the com-

0

mission's report and called Ray-
mond D. Horton, staff director of
the group, "an inveterate liar," and
"antilabor" according to reports in
the Times.

Mr. Gotbaum offered data to

show that workers in other cities

were doing better than those in
New York.

The proposals made by the com-
mission which raised the unions'
ire included recommendations that:

• Employes should contribute
25 % to the cost of their basic

health insurance, which they pres-

Shirt-Sleeve Forum -
55 A

How Can'e Fringe Losts
Be Kept Under Control.9

By Dinner Levison
fAsked in the jinancial district)

Robert Karr, Insurance Broker

220 Bush Street, San Francisco -7 -*4 4.

There is no more "fringe" in t
fringe benefits. Employee benefit F" 
costs are now a major employer

expense. Sound planning can reduce M,Fyour cost for these programs with-
out reducing quality. This along with f fv
the government impact of ERISA ,»..,2„ F
and Health Maintenance Act now V 'V , / 1
necessitate the help of a professional j. 4 ,/ 
benefit consultant. Call us today. wiL =2.-

DINNER

LEVISON
COMPANY

/nsurance Brokers since 1915

220 Bush St., San Francisco, CA. 94104. (415) 391-5422
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ently receive for free.
• The city should provide health

insurance to retired employes when
they turn 62 instead cf immediately
upon retirement.

• Health insurance and union

welfare funds should be integrated
under a city administered system.

• Union welfare funds for re-
tired employes should be discon-
tinued.

• Uniform allowances should be
given only to employes who actual-
ly wear uniforms.

• The work week should be in-
creased from 35 hours to 37.5 hours
for an effective increase of 5,000
workers.

• Vacation benefits should be
reduced to bring them in line with
those given by state and local gov-
ernments instead of a four week
vacation to start.

• Sabbatical leaves should be
eliminated for the board of educa-

tion. Those for the higher board
of education should be limited to
50% of pay. •

Monsanto to

establish two

captive firms
ST. LOUIS-Monsanto Co. is

presently engaged in establishing
two captive insurance companies
-in Bermuda-one for domestic
U.S. risks and one for international

exposures-to be managed by
Marsh & McLennan, Business In-
surance learned.

The captives have been author-
ized by Monsanto's board of direc-
tors but are not yet operational.
The captives are expected to be in
use by yearend, sources said. It's
not known exactly what insurance
the captives will underwrite, al-
though property insurance for
Monsanto's worldwide assets will

almost surely be provided, with
AFIA reportedly acting as fronting
company.

Monsanto officials declined to
comment. .

Rose: competition...
Continued from page 1
the bureau rates, both because in-
dependent pricing may result in
protracted delays, and because
that rate represents the average
performance of companies which
vary greatly in size, efficiency and
underwriting policy," he said. "An
efficient company whose costs are
below the rating bureau average
will, of course, reap significant
profits."

Subsidization of poor-risk-driv-
ers by making insurance available
through mandatory pooling ar-
rangments is much less of a prob-
lem in an "open competition" state
such as California than in states

with the greatest rate regulation,
Mr. Rose said.

For the years 1972 and 1973,
participation in the assigned risk
plan in California averaged about
3 % of written car years insured,
a figure which appears to reflect
long range experience there, Mr.
Rose said.

However, participation in as-
signed risk pools can run as high
as 25% in states with the greatest
rate regulation, and about one-

We cover
tlle

country.
but

Texas
is home.

Since our inception in 1967,
RIMCO has expanded its
risk management services
from a relatively limited
geographic area to include
clientele on a national and

even international scope.
But remember one thing:

RIMCO cut its risk

management teeth working
with clients under Texas'

complex and sometime hard-to-
understand insurance laws and

regulations. We have had
ample time and the expertise
to develop risk management
programs and techniques
unique to Texas operations.

Insurance problems are not
peculiar to Texas, but Texas
has some peculiar insurance
problems. You probably
haven't grown up with these
problems. Rimco has. Contact
us for the down-home

answers.

Gentlemen:

We need some help from the
Texas specialists.

NAME

COMPANY

ADDRESS

CITY

STATF. ZIP

i:
RIMCO

Suite 180.10300 North Central Expressway
Dallas. Texas ?5211(214) 36: 451

fifth of the states have 6 % par-
ticipation, or about double the par-
ticipation in California, according
to Mr. Rose.

Mr. Rose said debate is needed

on how much of a subsidy should
be provided for bad drivers, al-
though he agreed that some kind
of subsidy is socially desirable,
"We merely question whether the
prevailing method of subsidization
is either equitable, since the bur-
den is placed on one segment of
the public, or appropriate, since
the subsidization may seriously im-
pair and disrupt the pricing me-
chanism in the voluntary market,
leading to further market disloca-
tions."

Mr. Rose had high praise for
innovations that have flourished in

California's regulatory atmosphere.
Among them he listed the safe dri-
ver insurance plan, the multiple
peril policies, the broad coverage
fire insurance policies, and the all-
purpose homeowners' insurance

policies,

"There are greater incentives
and fewer risks for an insurer to

implement new products or ser-
vices where the regulatory climate
permits insurers to respond gen-
erally to changing market condi-
tions," Mr. Rose said.

Studies of volatility in loss ratio
experience also point to the need
for deregulation, he said. Compar-
ing loss ratios of several major
auto insurers in California and

two "prior approval" states, the
Justice Department found the ra-
tios to be substantially more vo-
latile in the highly regulated states
over a 10-year period.

One "prior approval" state, Mr,
Rose said, had a volatility approx-
imately double that shown by the
same companies in California. The
difference is explained by the
time lag between changes in loss
trends and adj ustments of rates.
"There are more frequent and
smaller price adjustments in Cali-
fornia than in the regulated states,
contributing to a more stable loss
ratio experience."

Mr. Rose said these findings
"suggest that a system relying on
competition to control the price
level produces greater stability in
the operating performance of the
insurers than at least some sys-
tems of state rate regulation."

Furthermore, many of the eco-
nomic premises of the McCarran-

Ferguson Act-that competition
would produce rate wars, or ex-
cessive prices, or bankruptcies, or
unfairly discriminatory rates on
insurance-are no longer valid,
Mr. Rose said. "It also seems rea-

sonably clear that the insurance

industry generally performs bet-
ter in those states providing the
greatest amount of competition,
such as California," Mr. Rose add-
ed.

"Competition provides the great-
est pressure on firms to be ef-
ficient in administering their or-
ganizations and in delivering the
best possible services to consumers.
It encourages responsive and flex-
ible pricing and appropriate re-
sponses to changing economic con-
ditions.

"What remains uncertain is the

degree to which competition can

work beneficially in the insur-
ance industry and the speed with
which more competition should be
introduced.

"There is also an obvious poli-
tical problem inherent in urging
substantial deregulation of insur-
ance at a time when inflation and

unanticipated loss experience are

likely to push rates upward by
leaps and bounds," Mr. Rose point-
ed out. •
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Another board to rule on insurance accounting
By PAUL R. MERRION

WASHINGTON-A congres-
sional watchdog agency is trying
to define how insurance costs
should be accounted for by federal
defense contractors.

Self-insurance, premium re-
funds, and allocating costs of cen-
trally purchased insurance among
a firm's government and non-gov-
ernment entities are the major is-
sues to which the Cost Accounting
Standards Board (CASB) recently
asked 1,000 contractors and trade
groups to respond.

The CASB, established in 1970,
develops guidelines for another
Congressional agency, the Defense
Contract Audit Agency, which
oversees $16.5 billion in negotiated
defense contracts annually. The
CASB said that annual insurance
costs allocable to those contracts
are estimated to be $350 million.

About three-fourths of this $350
million represents employe group
insurance plans, and the rest in-
cludes workers' compensation, lia-
bility and casualty insurance, the
CASB said. "Self-insurance ap-
peared to be utilized extensively
for other than employe group in-
surance," the agency added.

The study is only in the informa-
tion-gathering stage, and a pro-
posed standard won't be issued for
about 10 months, according to
Robert S. Straith, associate direc-
tor of CASB.

There were 70 replies to the ra-
ther complicated survey, out of
1,000 corporations, individuals and
trade groups that were asked to
respond. "It's not an issue everyone
is excited about," Mr. Straith said.

The ho-hum reaction from in-
dustry is partially due to the re-
lative insignificance of the insur-
ance costs that would be subject to
an accounting standard. "We re-
plied to the questionnaire, but we
question the need for an insurance
cost accounting standard," said
Philip Blattau, project officer for
the Council of Defense and Space
Industry Assn.'s cost accounting
standards task group.

"When you take out the three-
fourths that goes for group insur-
ance, and when you consider that
a significant part of the balance
won't be affected either, how much
is open to dispute," Mr. Blattau
said. "Our experience with other
standards is that in the long run,
there are more arguments created
and more cases come before the

Contract Appeal Boards."
The CASB staff is currently

writing an informal draft stan-
dard, he said, which will then be
sent out to the 1,000 members of
the survey for their comments.

The informal standard will then

be revised into a proposed stan-
dard, which will be published in
the Federal Register. Then com-
ments will be accepted for 60 days.
If all goes well, a final standard
will be forthcoming in about 114
months, Mr. Straith said.

The CASB's objective is to pro-
vide increased uniformity and con-
sistency in cost accounting prac-
tices of defense contractors. In the

last year, the board has developed
final regulations on accounting for
costs of compensated personal ab-
sence, depreciation of tangible
capital assets, and accounting for
acquisition costs of material.

"A number of troublesome ac-

counting problems in connection
with both purchased insurance and
self-insurance plans" have cropped
up in several Board of Contract
Appeals cases and court cases, ac-
cording to the CASB.

"For example, portions of pre-
miums, refunds, or dividends are
allowed to remain on deposit with
insurance companies as 'reserves'
for various purposes," the board

said. "The sizes of the reserves are
not actuarily determined and are
frequently very large.

"Contractors retain an interest
in the reserves, yet the existence of
the reserves is not disclosed in the
contractor's records nor are re-
ported insurance costs correspond-
ingly reduced," the CASB said.

In the area of self-insurance,
the board is particularly concerned
with two funding methods: accru-
ing a "reserve for self-insurance"
by a systematic charge to expense
in each accounting period, and as-
signing the cost of the loss to the
period in which it occurs.

Prior to the issuance of Finan-

cial Accounting Standards Board
(FASB) standard No. 5, which
limited current-year expensing of
self-insured retentions to losses
that are probable or that can be

reasonably estimated, federal con-
tract auditors relied on govern-
nnent procurement regulations
which were interpreted to require
a formal accrual on the financial
statement to provide evidence of a
reserve.

"However, because FASB No. 5
now forbids such accruals," the
CASB said, "the audit agencies
have advised us that they will ac-
cept the evidence of provisions in
memorandum records maintained
for this purpose."

The problem with self-insurance
that the CASB sees is that by
sharing directly in the contractor's
losses, the government becomes, in
effect, his "insurer."

It thereby exposes itself to
losses without the opportunities to
control risks that commercial in-
surers have.

In the area of premium re-

% 1.

Kiddek

funds, with respect to retrospec-
tively rated insurance policies, the
CASB is concerned about the
method of accounting for the "pre-
mium deposit" and the refund or
adjustment.

The problem lies in determining
what period to which the premium
refund should be allocated. In the
past, contractors have used the
current period, the policy period on
which. the refund was computed,
and the earliest cost accounting
period on which final settlement
has not been reached with the gov-
ernrnent.

However, the amount of work
that a contractor has with the gov-
ernment can vary Xearly.

Therefore, the amount of credit
allocated to the government would
often depend on the period used.

On the question of allocating in-

surance costs to various segments
of a company that does govern-
ment work, the defense contract
auditors are charged with making
sure that pooling premiums does
nct result in an overcharge to the
government.

Especially in aircraft product
liability insurance, there are dis-
crepancies in loss experience for
government and non-government
work, the CASB said.

"The amount of claims which

would normally result from the
failure of a commercial aircraft

tends to be much higher than the
amount which would result from
the failure of a government air-
craft, and it appears that the pre-
mium on such commercial busi-
ness may be as much as 10 times
as great as that on comparable
government business," the CASB
said. ,

Ring ofDefense
can protect your heilities against costly fires.
Large-loss fires are on the rise
across the U.S. Over a recent 12-

month period,there were 600 fires
involving losses of over $250,000
each. Kidde can help you avoid
serious loss-by safeguarding
your valuable facilities with a fire-
safe "ring of defense" that incor-
porates one or more of these
Kidde custom-engineered detec-
tion and suppression systems:

Halon 1301 systems. Fast-acting,
people compatible-they provide
safe protection for high-value
equipment and facilities such as
computer rooms, nuclear plants,
shipbuilding facilities. Leave no
damaging residue.

Carbon dioxide systems. Total
area or local application systems
offer nonconductive, completely
clean protection against elec-
trical hazards, flammable liquid
and gas fires in applications such
as dip tanks, generator sets.

Hi-Ex® foam systems. Completely
automatic systems detect fire,
activate protective measures, fill
high-rack storage areas with
high-expansion foam. Water dam-
age is minimal, foam compound
is completely biodegradable.

LDC dry chemical systems. Fixed
automatic and skid-mounted ver-

sions protect special hazard loca-
tions such as refueling areas,
engine test cells. Chemical type,

flow rate, nozzle configuration,
piping layout can all be custom-
specified.
All systems are designed to high-
est reliability standards by Kidde,
known worldwide as a leader in

fire protection equipment. Today,
with equipment replacement
costs the highest in history, you
need the best fire protection
available-from Kidde! For de-

tails, write to the Director of Engi-
neering/Marketing Services,
Walter Kidde & Company, Inc.,
Dept. 208, Belleville, N.J. 07109.

WALTER KIDDE & COMPANY, INC. Bli
BELLEVILLE. NEW JERSEY

Kidde
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City of Newport News, numbed by
premium bill, self-insures auto risks

By PAUL R. MERRION

NEWPORT NEWS, VA.-A
65 % premium increase and a much
lower than expected retro cancella-
tion penalty convinced the city
council here last December to go

full speed ahead on self-insuring
automobile liability.

The plan had been to start the
progrann in 1977, after the retro-
spectively rated policy expired, be-
cause the tentative estimate of what
it would cost to break the contract
was $100,000.

But when Hartford Accident &

Indemnity Co. handed the city its
premium bill for 1976, it was $425,-
000, which was $125,000 higher than

expected and a $163,000 increase
over the previous year.

And fortunately, the penalty for
early cancellation was set at $17,-
000. The reduction in the penalty
and the increase in the premium re-
sulted in a "swing" of $246,000 in
the figures, which made self-insur-
ance "extremely attractive," ac-
cording to city attorney Avery A.
Thomas.

It took Mr. Thomas and his staff

only 15 days to implement the self-
insurance program, mainly because
the city's loss experience in this
area had already convinced him that
self-insurance was the logical step
to take.

Previous to December, Mr.
Thomas had flown out to Los An-

geles County and Seattle, Wa., to
see how those municipalities self-

insure their vehicle risks.

Newport News had 950 city ve-
hicles as of fall 1975, Mr. Thomas
said, including 230 cars, 250 school-
buses, 400 trucks and 11 motor-
cycles.

For the five years that Hartford
had jnsured the city, losses were
consistently much lower than the
ever-increasing premiums. Accord-
ing to Mr. Thomas, 1975's projected
losses were only $84,000 against a
premium of $262,097, while in the
previous year the premium was
$283.087 and losses were $187,351.
In 1972, losses were at a five-year
low at $75,613, yet next year's pre-
mium increased by $56,000, bring-
ing it up to $199,300,

Hartford had told the city that
the surpluses would ''show up later

in the retro plan," Mr. Thomas said.
"But really, a retro plan is just

a cost-plus plan," Mr. Thomas said,
"and it's the plusses that get you."

Savings this year were projected
to be $204,900, but Mr. Thomas
said if current loss trends continue,
savings could reach $285,000.

Mr. Thomas estimates that it will

cost $238,100 to run the self-insur-
ance program, including expected
losses of $150,000, which is the
average over the last five years.

The rest of the cost goes to the
cancellation penalty, the excess in-
surance premium ($41,000), claims
adjustment ("a very generous"
$20,000) and court costs and other
miscellaneous expenses.

The excess cover is provided by
the Admiral Insurance Co., of Hart-
ford, Ct. Coverage begins at $300,-
000 and stops at $1 million. The
only restriction is that in determin-
ing the first $300,000 of aggregate
losses, no single occurrence can be
considered in excess of $100,000.

In financial circles,when it
comes to insurance, nobody knows

thewayaroundaswellaswedo.

ft

ST

Around brokerage
and investmentinstitu- W..
tions. Around banks.

Around commerdal insur-

ance in all its complexities.
The fact is, nobody else has

more experience in this area be- We got this way by being very
causenobodyelsehandles more thorough and very competitive.
financial accounts than we do. Since we do so much business

And we're ready and waiting with insurance underwriters, we
to offer you all the benefits of know where to look for the best
this experience. possible coverage at the most

When itcomes
to insurance,
come to
the leader.

ennan

reasonable cost.

And once a policy is
written, that's not the end

of it: We review it regularly, al-
ways making certain that you're
getting the best value in terms
of coverage and service.

That's how we do things at
Marsh G McLennan. We figure
what's good for your business is
good for our business.

Routine claims will be handled

out of the city attorney's office, and
non-routine claims will be handled

by Crawford & Co. at $80 per
accident, unless the mishap involves
a school bus or some other compli-
cation.

The city's self-insurance plan
gives the city attorney and his staff
the authority to settle claims up to
$7,500. A yet-to-be-formed risk

management committee will recom-
mend settlements above that figure
but below $15,000, and the city
council has to approve all payments
above $15,000. According to Mr.
Thomas, 85% of the claims fall into
the first category, and less than 3 %
are expected to reach the city coun-
cil level.

In addition, the city attorney's
office will handle all damage suits
in the courts, without adding to the
staff.

The money set aside for self-in-

surance is put into a separate trust
fund, administered by the city
treasurer. The city council passed
a special ordinance to declare that
the fund is "for the sole purpose
and use of self-insurance," Mr.
Thomas said.

The fund is expected to reach $1
million in five years, Mr. Thomas
said, at which time it will be "froz-
en" and the excess coverage will
be dropped.

He plans to spur some safety con-
sciousness among the city depart-
ments by charging the department
that has the accident with the cost
of replenishing the fund.

Mr. Thomas said that self-insur-

ing automobile liability is "only the
tip of the iceberg" of what he hopes
to do. He plans to move "as quickly
as we can" into revamping the fire
insurance coverage, at least going
to larger deductibles.

And part of the self-insurance
program will be the hiring of a full-
time risk manager within the next
few weeks, Mr. Thomas said, pref-
erably someone who is a specialist
in safety.

He also plans to form a seven-
person risk management committee,
composed of local citizens with in-
surance expertise. He hopes to in-
clude a safety manager from one of
the nearby shipyards as well as a
lawyer experienced in damage
Suits.

Mr. Thomas also wants to ex-

periment with putting the city's
insurance policies out to bid. Cur
rently, Newport News uses a sys-
tem common to many cities, in
which the business is handled by
a group of local agents. The agent
who actually handles a particular
policy gets 50% of the commission,
and the rest of it is shared by the
other agents. "It's not the best way
to do business," Mr. Thomas said.

In drawing up the self-insurance
program, Mr. Thomas called on
nearly 20 years of experience in
insurance. He began in 1958 as an
insurance adjuster, then went to
law school in 1962. When he grad-
uated he worked for Dowding &
Thomas, a law firm specializing in
the defense of insurance companies
until he became city attorney near-
ly two years ago.

The 43-year-old city attorney
feels very comfortable with the
five-month-old self-insurance pro-
gram. "I think we've done every-
thing right," he said. "There are
many, many dollars to be saved by
municipalities by using self-insur-
ance."

Malpractice fund
The state of Utah may create

a medical malpractice insurance
fund, Gov, Calvin L. Rampton
said last month. The governor said

a state-run program could cut ac-
quisition costs by 30 %. Speaking
before an independent insurance
agents convention, Gov. Rampton
said his primary concern was "to
guarantee public access to an oper-
ative health care system."
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At M. R Heinze, everyone has two jobs.
One is safety.

M. R Heinze Machine Co., Chicago,
has been a business insurance

policyholder of Employers of Wausau
for five years. In that time they
have received four of our top safety
awards, plus one certificate of merit.
All the more impressive in view of
the fact that metal working is a
high-exposure industry.

Good safety communication is the
key, according to Paul Heinze,
Executive Vice President. The

company's philosophy is that safety
is an essential part of everyone 4
job. Precision is their business- and
that includes precise safety
standards, precisely communicated.

Recommendations made by
Employers Insurance safety
consultants are implemented, quickly.

"I've found that's where really
good insurance people can show us
how to save money" says Mr. Heinze.
"But it takes the commitment of

the policyholder to make it effective!'

We couldn't agree more. Business
insurance is a partnership. Our
guidance and direction can help
policyholders control losses-which
is the only way to control insurance
costs. But the policyholder's efforts
are really what make it all possible.

At M. R Heinze, despite the
rising costs of practically
everything else, insurance costs of
this growing company are no more
than they were ftve years ago.

Partnership not only works well,
it pays well.

Come to the source

Employers Insurance of Wausau
Wausau, Wisconsin
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Product liability hearing
to be held this summer

WASHINGTON - Fact-finding
hearings on product liability will
be held by the Senate Small Busi-
ness Committee either late this

month or sometime this summer,
according to a committee staffer.

The arrangements are tentative,
and no witnesses have been con-
firmed. But the committee's chair-

man, Sen. Gaylord Nelson (D-
Wi.) is "very interested" in the
problem and he wants to hold
hearings, the staffer said.

"The product liability problems
of big companies are magnified for
small companies," she said. "In-
surance is becoming astronomi-
cal."

The hearings will not center on
a specific bill because it is a select
committee and it will not have

legislative powers until the next
session of Congress. Rather, the
committee is seeking to collect tes-
timony for the use of its members,
who serve on other comrnittees.

"The product liability problem
cuts across the jurisdiction of
quite a few committees," the staff-
er said.

Meanwhile, the Senate Labor
and Public Welfare Committee has

not yet scheduled hearings on a
product liability bill introduced in
April by Sen. Robert Taft.

The bill would ease the product
liability problem, its supporters
claim, by allowing an override of
exclusive remedy provisions in
state workers' compensation laws.

Under current law, injured

A Marine Salute to

workers cannot sue their employ-
ers but they can sue the maker of
the machine on which they were
injured, charging that the machine
is defective. The inability of ma-
chine manufacturers to counter-

sue the worker's employer.
Sen. Taft's bill, S. 3317, is an

amendment to the Occupational
Safety and Health Act, which has
not been changed since it was
passed in 1970.

The bill would allow counter-

suits against employers who vio-
late an OSHA provision or other
safety law, in addition to being
able to use the employer's negli-
gence as a defense.

An aide to Sen. Taft said hear-

ings have not been scheduled be-
cause the committee's calender is
crowded with other measures.

However, the bill is picking up
support, he said. Three more sen-
ators have agreed to co-sponsor
the legislation, in addition to the
five who originally put their
names on it. •

RIMS to poll members
on liability insurance

NEW YORK-As part of a long-
range effort for tort reform, the
Risk & Insurance Management So-
ciety (RIMS) is planning to sur-
vey 2,200 of its members on their
problems with product liability and
other scare lines of insurance, ac-
cording to Paul Kipp, vp-public
affairs.

The approximately eight page
survey questionnaire is being fin-
ished now, Mr. Kipp said, and
RIMS is hoping to mail them soon
and have the results tabulated by
the end of the summer.

The Department of Commerce's
interagency task force on product
liability is not associated with the
RIMS survey, Mr. Kipp said, al-
though "we did talk to them to
find out what they're interested
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Fromthe SirWinston Churchill and her all-girl crew
Britain's famed 135-foot sailing ship, the SirWinston
Churchill, will take part in the Transatlantic Tall Ships
Race. Then, on the Fourth of July, she will join 225
vessels from all over the world in a spectacular
Parade of Sail through New York Harborand up the
Hudson River,climaxing OperationSail 1976festivities.

Royal-Globe Insurance Companies are proud to be
sponsoring the Sir Winston Churchill's participation
in this historic event hailing o-Ir nation's Bicentennial.
We also take pride in pointing out that ourown history
in serving the insurance needs of the public in the

United States reaches back over a century and a hal f.
Today, we provide ouragents and brokers with a
broad range of coverage for the protection of people
and business-worldwide-through a network of
125 offices, coast-to-coast.

Royal-Globe Insurance -b,-
Worldwide shield 

against the unexpected

Royal-Globe Insurance Companies
150 William Street, New York, NY. 10038

in." A RIMS spokesman at head-
quarters here said, "it goes with-
out saying that we'll send them the
results."

Details for funding the study
have not yet been worked out with
the prospective co-sponsor, which
is a major magazine, the RIMS
spokesman said. Time and Fortune
magazines have sponsored RIMS
studies in the past. "It adds va-
lidity to have another sponsor," the
spokesman said, "and it adds im-
pact."

The product liability survey will
serve as the basis for a RIMS task

force on tort reform, Mr. Kipp
said. "After we develop informa-
tion on tort reform, we'll decide
what we'll do," he said. "It could
be active or passive."

"You have to have a good feel
of the problem," Mr. Kipp said.
"You have to see where your sup-
port is."

The RIMS survey will ask broad
questions, "so no matter what in-
dustry (the respondent belongs to)
we can get input," he said. The
questions will be multiple choice
to make the survey easier to fill
out and to facilitate computeriza-
tion.

The survey will, in general, ask
three questions, Mr. Kipp said, in-

cluding: Is there a product liability
problem in your industry? Do you
yourself have problems with pro-

duet liability insurance? And what
is the best solution? •

Both fidelity,
surety lines
in red for '75

NEW YORK-Estimated statu-

tory losses in 1975 arnounted to
20% in the surety insurance line
and 6 % in the fidelity line accord-
ing to the Surety Assn. of America.

The association's general man-
ager, Elver Pearson, said rate in-
creases have been proposed in both
lines. Rate changes in the fidelity
line have been proposed for each
of its two components-commer-
cial fidelity and financial institu-
tion business.

A 5 % rate increase is proposed
in the commercial fidelity business
and an approximate increase of
12 % for the total fidelity line, Mr.
Pearson said.

"Financial institution business

has been sornething else. Substan-
tial increases are called for on com-

mercial bank, savings bank and
stock brokerage and investment
banking house blanket bonds," he
said.

It was the first time in 12 years

that both fidelity and surety lines
lost money in the same year. •

Congress to tax options
Executives would lose special

tax treatment for one of their fa-

vorite fringe benefits-qualified
stock options-under a tax reform
bill pending in the Senate Finance
Committee.

Under the bill, which has al-

ready passed the House, qualified
stock options granted after May
20, 1976, would be subject to the
same rules as non-qualified stock
options.

This means that the difference

between the price of a stock op-
tion when it is granted and when
it is actually exercised would .be
treated as ordinary income, rather
than a capital gain.

A Finance Committee amend-

ment to the provision allows an
exception for small or new firms.



The cost of 1' '
oes *p evelyyear.

Today people have a better
chance of recovering from an
automobile accident or

an industrial injury Because of
continuing advances in modem
medical science.

But sophisticated diagnostic
equipment like this is very
expensive. To keep pace with
such rising medical costs,
the price of protecting you or
your business against liability
for accidents or injuries
has to go up, too.

Insurance, after all, is
simply a means of spreading
risk.

Insurance companies
collect premiums from many
people and compensate the
few who have losses.

The price of insurance
must reflect the rising cost of
compensating those losses
and the work that goes into

doing that. And that's why your
premiums have been going up.

No one likes higher prices.
But we're telling it straight.

CRUM & FORSTER
INSURANCE COMPANIES

THE POLICY MAKERS.
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NYC employes ...
Continued from page 1
health benefits.

Uniform allowances are made to

93,000 city employes, many of
whom do not wear uniforms. As

The New York Times pointed out
after the commission released its

report, even 11 puppeteers on city
payroll get $105 a year for uni-
forrns.

The city's unions, led by Victor
Gotbaum, executive director of the
largest, District Council 27 of the
State, County and Municipal Em-

ployes, were furious over the com-

mission's report and called Ray-
mond D. Horton, staff director of
the group, "an inveterate liar," and
"antilabor" according to reports in
the Times.

Mr. Gotbaum offered data to
show that workers in other cities

were doing better than those in
New York.

The proposals made by the com-
mission which raised the unions'
ire included recommendations that:

• Employes should contribute
25% to the cost of their basic

health insurance, which they pres-

Shirt-Sleeve Forum -

Hou) Cail° Fringe" Costs
Be Kept Under ControlF

By Dinner Levison
(Asked in the financial district)

Robert Karr, Insurance Broker
220 Bush Street, San Francisco - - *»-* * 9-=-

There is no more "fringe" in f
fringe benefits. Employee benefit /=4" I
costs are now a major employer
expense. Sound planning can reduce 3.
your cost for these programs with- . a.a 1
out reducing quality.This along with 1 t * .6' :3
the government impact of ERISA ,- l!!0>. 1 1
and Health Maintenance Act now 4 K 7 h
necessitate the help of a professional 11) 4 5261 / .1
benefit consultant, Call us today. Wal_ ,Ir:EJ

DINNER
LEVISON

COMPANY

insurance Brokers since 1915

220 Bush St., San Francisco, CA. 94104. (415) 391-5422

RISK MANAGEMENT • GENERAL INSURANCE
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ently receive for free.
• The city should provide health

insurance to retired employes when
they turn 62 instead of immediately
upon retirement.

• Health insurance and union

welfare funds should be integrated
under a city administered system.

• Union welfare funds for re-

tired employes should be discon-
tinued.

• Uniform allowances should be

given only to employes who actual-
ly wear uniforms.

• The work week should be in-
creased from 35 hours to 37.5 hours
for an effective increase of 5,000
workers.

• Vacation benefits should be
reduced to bring them in line with
those given by state and local gov-
ernments instead of a four week
vacation to start.

• Sabbatical leaves should be

eliminated for the board of educa-
tion. Those for the higher board
of education should be limited to
50% of pay. •

Monsanto to

establish two

captive firms
ST. LOUIS-Monsanto Co. is

presently engaged in establishing
two captive insurance companies
-in Bermuda-one for domestic
U.S. risks and one for international

exposures-to be managed by
Marsh & McLennan, Business In-
3·Urance learned.

The captives have been author-
ized by Monsanto's board of direc-
tors but are not yet operational.
The captives are expected to be in
use by yearend, sources said. It's
not known exactly what insurance
the captive will underwrite, al-
though property insurance for
Monsanto's worldwide assets will

almost surely be provided, with
AFIA reportedly acting as fronting
company.

Monsanto officials declined to
cornrnent.
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Rose: competition...
Continued from page 1
the bureau rates, both because in-
dependent pricing may result in
protracted delays, and because
that rate represents the average
performance of companies which
vary greatly in size, efficiency and
underwriting policy," he said. "An
efficient company whose costs are
below the rating bureau average
will, of course, reap significant
profits."

Subsidization of poor-risk-driv-
ers by making insurance available
through mandatory pooling ar-
rangments is much less of a prob-
lem in an "open competition" state
such as California than in states
with the greatest rate regulation,
Mr. Rose said.

For the years 1972 and 1973,
participation in the assigned risk
plan in California averaged about
3 % of written car years insured,
a figure which appears to reflect
long range experience there, Mr.
Rose said.

However, participation in as-
signed risk pools can run as high
as 25 % in states with the greatest
rate regulation, and about one-

We cover
the

country.
but

Texas
is home.

Since our inception in 1967,
RIMCO has expanded its
risk management services
from a relatively limited
geographic area to include
clientele on a national and

even international scope.
But remember one thing:

RIMCO cut its risk

management teeth working
with clients under Texas'

complex and sometime hard-to-
understand insurance laws and

regulations. We have had
ample time and the expertise
to develop risk management
programs and techniques
unique to Texas operations.

Insurance problems are not
peculiar to Texas, but Texas
has some peculiar insurance
problems. You probably
haven't grown up with these
problems. Rimco has. Contact
us for the down-home

answers.

Gentlemen:

We need some help from the
Texas specialists.

NAME

COMPANY

ADDRESS

CITY

STATF ZIP

I:
RIMCO

Suite 180. 10300 North Central Expressway
Dallas. Texas 15231 #14) *3'2451

fifth of the states have 6 % par-
ticipation, or about double the par-
ticipation in California, according
to Mr. Rose.

Mr. Rose said debate is needed

on how much of a subsidy should
be provided for bad drivers, al-
though he agreed that some kind
of subsidy is socially desirable,
"We merely question whether the
prevailing method of subsidization
is either equitable, since the bur-
den is placed on one segment of
the public, or appropriate, since
the subsidization may seriously im-
pair and disrupt the pricing me-
chanism in the voluntary market,
leading to further market disloca-
tions."

Mr. Rose had high praise for
innovations that have flourished in

California's regulatory atmosphere.
Among them he listed the safe dri-
ver insurance plan, the multiple
peril policies, the broad coverage
fire insurance policies, and the all-
purpose homeowners' insurance

policies.

"There are greater incentives
and fewer risks for an insurer to

implement new products or ser-
vices where the regulatory climate
permits insurers to respond gen-
erally to changing market condi-
tions," Mr. Rose said.

Studies of volatility in loss ratio
experience also point to the need
for deregulation, he said. Compar-
ing loss ratios of several major
auto insurers in California and

two "prior approval" states, the
Justice Department found the ra-
tios to be substantially more vo-
latile in the highly regulated states
over a 10-year period.

One "prior approval" state, Mr.
Rose said, had a volatility approx-
imately double that shown by the
same companies in California. The
difference is explained by the
time lag between changes in loss
trends and adj ustments of rates.
"There are more frequent and
smaller price adjustments in Cali-
fornia than in the regulated states,
contributing to a more stable loss
ratio experience."

Mr. Rose said these findings
"suggest that a system relying on
competition to control the price
level produces greater stability in
the operating performance of the
insurers than at least some sys-
tems of state rate regulation."

Furthermore, many of the eco-
nomic premises of the McCarran-
Ferguson Act-that competition
would produce rate wars, or ex-
cessive prices, or bankruptcies, or
unfairly discriminatory rates on
insurance-are no longer valid,
Mr. Rose said. "It also seems rea-

sonably clear that the insurance
industry generally performs bet-
ter in those states providing the
greatest amount of competition,

such as California," Mr. Rose add-
ed.

"Competition provides the great-
est pressure on firrns to be ef-
ficient in administering their or-
ganizations and in delivering the
best possible services to consumers.
It encourages responsive and flex-
ible pricing and appropriate re-
sponses to changing economic con-
ditions.

"What remains uncertain is the

degree to which competition can
work beneficially in the insur-
ance industry and the speed with
which more competition should be
introduced.

"There is also an obvious poli-
tical problem inherent in urging
substantial deregulation of insur-
ance at a time when inflation and

unanticipated loss experience are
likely to push rates upward by
leaps and bounds," Mr. Rose point-
ed out. m



Cut in worker deaths
won't justify OSHA rule

WASHINGTON-The cost of

complying with OSHA's proposed
coke oven emissions standard is
not justified by the expected de-
crease in worker deaths, accord-
ing to an analysis by the Council
on Wage and Price Stability.

The standard will cost between
$160 million and $1.3 billion to
implement and is estimated to
prevent the deaths of, at most, 36
workers per year, the Council's
analysis showed.

According to an inflation impact
study ( IIS) by the Occupational
Safety and Health Administration,
the closest estimate of what the
standard would cost is $173 mil-
lion per year of annual costs plus
$451 million of capital costs,
which amounts to $241 million
when expressed on an annualized
basis.

OSHA's inflation study also es-
timated the cost of the "strictest
possible interpretation of the pro-
posed standard" to be $1.28 bil-
lion.

"The numbers are important
only because they strongly suggest
that there may be less costly ways
of reducing the risk of death or
that for a given expenditure more
lives could be saved," said Dr.
John F. Morrall, senior economist
for the Council at a May 4 OSHA
hearing on the IIS.

"Our analysis concludes that, at
a minimum, this standard would
cost $4.5 million per life saved,"
said Dr. James C. Miller, assistant
director of the Council on Wage
and Price Stability.

"Whether to accept such costs is
a matter for OSHA's judgment,"
he continued. "We note, however,
that this figure is extremely high,
considering the amounts spent in
other health and safety areas. If
we were to spend $4.5 million per
cancer death in an attempt to save
all lives lost to cancer, we would
commit ourselves to an annual ex-
penditure roughly equal to our
entire gross national product.

"Since we obviously cannot
spend that sum, it is very impor-
tant first to be sure we under-
stand why society is being asked
to spend $4.5 million per life saved
in this area of cancer prevention
to the exclusion of other areas of
cancer hazard," Dr. Miller said.

The two Council representatives
also attacked OSHA for not con-
sidering less expensive alterna-
tives to its proposed standard. Spe-
cifically, they suggested studying
the benefits of limiting a work-
er's exposure to coke ovens to five
years. They also suggested a fuller
study of the benefits of requiring

Hits 'claims-made' forms
Claims made policies for medi-

cal malpractice insurance "offer no
long-range solution to the basis
medical malpractice problem,"
New York's Superintendent of In-
surance Thomas A. Harnett ruled
recently.

After hearings held on the feas-
ibility of offering claims-made
policies in the state earlier this
year, Superintendent Harnett con-
cluded that "there is no justifica-
tion for the use of claims-made

medical malpractice policies in this
state either on a mandatory, op-
tional or limited basis."

The current method of provid-
ing medical malpractice coverage
in New York state is on an occur-

ranee basis which covers claims

resulting from professional services
rendered during the policy period
for which coverage was effective
and reported during such policy
period or at any time in the fu-
ture.

the use of respirators at all times.
The proposed standard on coke

oven emissions was first issued
last summer and the inflation

impact study was published in
March 1976.

The proposed regulation sets a
maximum concentration for an

eight-hour time-weighted average
of 0.3 milligrams of particulates
per cubic meter of air. The stand-
ard also requires the establish-
ment of regulated areas, exposure
measurements, respirator protec-
tion when the performance stand-
ard is not met, the furnishing of
protective clothing and equipment,
provision of certain hygiene facili-
ties, medical surveillance of em-
ployes, employe training and rec-
ordkeeping. I
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DAVIS, BORLAND & CO.
INSURANCE BROKERS

99 CHURCH ST., N.Y., N.Y. 10007
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TEL: (212) 791·2100

Free booklet explains how Prudentials PruDental Plan
makes dental insurance available to you at a sensible cost.

PruDental makes it financially ..................lili
feasible for your company to offer your Director, Grouplnsurance

employees dental insurance in today's tight 1 PRUDENTIAL 3 Plaza Building, Dravvt.r 88

money times. It controls your costs in the  Newark, N J 07101early years and helps protect against Please send me yourfreebrochuieon PtuDental Insurance 
(A Prudential representative *ill be available to you

rate increases in the future.  to proitde additional information. )Pru Dental offers your employees  r
Name

financial incentives for regular dental 146 Title - -- - 
treatments, too.

Use the coupon to obtain detailed Coripany --information. ' Add,ess___. --_ -- - -- -
Prudential i --- IYOUR

k EMPLOYEES State . . - - -- Zip
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A view of the Bank of Bermuda in Hamilton, where many letters of
credit are supplied for capital zation of captive insurance companies.
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Risk Mana*€in€n,
SERVICES

., e>. The pension law is boon for

30 those with benefit expertise
By ELISABETH M. WECHSLER which officially began accepting service to its 1,000 trust clients,

clients in January, assumes the Mr. Smith emphasized that the

*F< CHICAGO-The cost of bring- explicitly-named functions of the service can be purchased separate-
ing a plan into compliance with the plan administrator listed in the ly.
Employe Retirement Income Sec- law, as well as "some implicit Client companies are larger
urity Act (ERISA) can cost as functions for day-to-day manage- than originally expected, Mr.

much as $20,000 or $30,000 for a ment of the plan," explained Dale Smith noted. He had anticipated
medium or large company and can F. Smith, manager of the bank's attracting companies with 50 to
require several months' work, one new service. 1,000 employes because they prob-

, -' -3--9 consultant estimated. As far as he knows, no other ably would not be large enough

   > 0 j After that, the administrative bank or firm has entered this area to have internal staffs to "suffi-
' I ... 2-. .4 nightmare begins. The ongoing of specialization which he believes ciently encompass all economies

, 4* . : ..>y# need for interpretation of regula- complements a bank's established of scale" to execute the plan ad-
t ». tions and information about im- fiduciary role. ministrator function, he believes.

One company on the serviceplementing them properly, not to

. mention the additional personnel, "Other banks laughed and said has 2,500 employes spread over

11' time and data processing equip- you don't know what you're get- six different plant locations, each
ment required have produced a ting yourself into " Mr. Smith of which would have required its

,

b ,urgeoning industry of ERISA-re- said, recalling when the idea was own plan administrator he ex-

lated consulting services. first discussed in late 1974. plained.

1 Aside from the nationally known Fifty client plans, with an aver- Mr. Smith would not reveal the

actuarial and employe benefit con- age of 250 employes each, were amount of the bank's capital in-

sulting firms, large insurance using the service as of late May. vestment in the service, but said

-                        - --- - brokerage firms and insurance "Another 50 or so clients have it is "not in the millions of dollars."

companies, some new faces have signed our agreement but we won't The primary investment was in

I.#2#n ,-friT; 11,- : --Z      appeared in the wake of the pen- sign them until their plans are es- systems design and staff overhead,
sion reform act. sentially in compliance," Mr. he noted.

Smith said.

One such newcomer riding the "We don't want to be in the

- , crest of the boom is Continental position of bad interpretation of
*64 j i -U_Iti Illinois Bank & Trust Co. which the law," he explained, adding
9234*(01*22 developed a plan administration that potential compliance prob-

. . --Mb service to take over many day-to- lems are turned back to the client's

day operating responsibilities for legal counsel.

Although Continental BankThe blizzard of paperwork accompanying changes to comply wi-h ERISA clients.
is encocrogir g to administrative services suppliers. This "stand-alone" sprvice, originally planned to market the

Two brokers neck-in-neck; gaining on Reiss

Firms managing captives in fast race
By MARGARET LeROUX

NEW YORK-In the highly
competitive field of cap-Ave insur-
ance company management, two
major U. S. brokers are gaining on
the lead independent management
grours in the race for clients.

]nternational Risk M anag€ment
Ltd. *6 IRML), subs.diarr of Amer-
ican Risk Management Inc., main-
rains the top posi'.icn with an es-
timated 55 to 60 captives under
management.

American International Co. Ltd.,
one of the American International

Group (AIG) companies, is sec-
ond with approxin-:tely 40 clients
under its direct management.
(American Internatimal also
claims to be invclved in "servic-

ing close to 100 camivef.")
However, Johnscn & Higgins

(JiH: with 35 captive clients
and Marsh & McI.ennan (MM)
with 34 are fast closing in on the
lucrative offshore captive man-
agement industry. Some $2.5 bil-
lion ir. premiums are ncw thought
to be flowing through Bermuda
epatives, according to Risk Man-
agement Reports published by
Business Insurance and edited by
H. Felix Kloman, an independent
consultant.

Captives provide 14% of Ber-
mula's gross na.ional product,
noted David Vaughan, managing
director of Marsh & McLennan

(Bermuda) Ltd. in an interview.
"We see more and more corpo-

rations getting inrlved in cap-
tives for sound business reasons,"
Mr. Vaughan said.

Captive manager. point to the

shift from the pure captive con-
cept to the profit center approach,
underwriting third party risks un-
related to the pardnt company, as
spurring new interest in captives.

The Ford Motor Co. is cirrently
involved in what is believed to be

a landmark case involvin,Z use of
a captive '(BI, Dec. 1,1975). The
company is involved in 1.tigation
with the Internal Revenue Service

(IRS) over an assessment of pre-
miums paid into the cap:ive.

"Ifs a good time (for captives)
to get into the market," said Wil-
liam T. Dunn, Jr., senior vp and
director in charge of J&H's spe-
cial projects group that manages
the firm's captive clients. ·'With
the cornnnercial (insurance) mar-
ket declining and prices rising,
captives can probably get a good
book of business," he believes.

BI talked to captive manage-
men: groups and risk managers
alike to determine whas services
are available and what risk man-

agers look for when 3eeking and
choosing a manager for the com-
pany captive.

Risk Management Reports r-otes
there are more than 30 manage-
ment firms in Bermuca olfering a
wide variety of services to organi-
zations having subsidiary or mu-
tual insurance companies. The
firms range from sing.e person
offices to large staffs wi:h com-
puter operations.

Most captive management is
provided on a fee basil Fees vary
depending on the amount of ser-
vice required. Risk Management
Reports cites a minimum fee in the
$10,000 range for most of the top

captive management firms.
Services range from IRML's

pooling approach-the majority of
its clients participate in Hopewell
Co., a reinsurance captive-to
American International's empha-
sis on its underwriting capabili-
ties. The company, through its as-
sociation with American Interna-

tional Group (AIG) can issue pol-
icies in almost every country in
the world.

As for the brokers, the basic
difference between them and other

management groups, they say, is

rffiff

Iff.fr
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objectivity.

"There's a certain objectivity in
using a broker as opposed to a
single supplier," contends Philip J.
Brown Jr., executive vp and head
of M&M's technical services. "We

consider captives as one of a num-
ber of (risk management) ap-
proaches."

M&M's president L. Patton Kline
explained that the firm follows
the direction of each single captive
under management, "rather than
the fleet approach of International

Continued on page 16
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The service for a defined bene-

fit plan costs $2,905 in fixed fees
the first year plus $13.65 per ac-
tive participant, he said. In the

second and succeeding years, the
fixed cost is $1,505 plus $9.15 for

each active participant. If the de-
fined plan is not already a trust-
eed account, an additional $400 to

$500 is charged to prepare Form
5500 because the information is

not already in-house, he explained.
A defined contribution plan has

a fixed cost in the first year of
$1,740 plus $9.90 per active parti-
c.pant, he continued. In the sec-
ond year, the bank charges a fixed
fee of $340 and $5.40 per active
participant. Again, this schedule
assumes that the plan is already
a Continental Bank trust account;
otherwise the fee is somewhat

higher.

Event reports are not included
in the fees listed. They refer to
forms that must be filed if the

plan is amended, as well as to re-
quired communication with em-
ployes about the plan changes. "If
it's a minor change, there's no
charge, but if the vesting is
changed, then there would be a
considerable ex:ra fee," Mr. Smith
explained.

Time and motion studies were

conducted on all the functions to

be performed for this service dur-
ing 1975 in order to arrive at a
f:rm fixed fee, he said. The fixed
fee is higher the first year be-
cause plan and summary descrip-
t-on forms must be completed.

"I feel if the trust situation

doesn't have $100 million in em-
ploye benefit plan assets, it would
not justify the investment to put
together an efficient (plan admin-

istrator) service," according to Mr.
Smith.

Commenting on the clarifica-
tons, interpretations, and some-
t. mes reversals that continue to

come out of Washington, Mr.
Smith said he believes that as

long as the service "operates with-
in the intent of ERISA, we can't
he hung. I don't believe it's the
intent of governmental agencies to
lop off heads because of an inad-
vertent ommission. We can't sit
tack and wai. until ERISA is

Continued on page 20
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Hiresomeonewhowill. The

independent agent.
He works for you, notacompan*

so he isn't afraid to look at some

alternatives like risk management
techniques to help you lower
your premiums.

Alternatives like self-insurance,
loss control and safely engineering.

And he knows which companies
can give you the best risk man-
agement service for your needs.

Which also means, of course,
he may not recommend The St. Paul.

But we can live with that.
We've been working with

independent agents since 1853,
developing and selling all kinds of
business insurance.

And we've become one of the
most stable and successful
commercial insurance companies
around.

So the system works to our benefit
as well as yours.

The independent agent.
Because he works for you, not us.

LookforhimunderSt. Paul Fireand
Marine in the Yellow Pages.

051;hul
Properly & Liabilily
Insurance

ABOUT

FIRE H.

-pd#,r Serving you through Independent Agents. St. Paul Fire and Marine Insurance Company/St. Paul Mercury Insurance Company/The St. Paul Insurance Company/\6,9„„/.INT ) St. Paul Guardian Insurance Company/St. Paul Insurance Company of Illinois: Properly and Liability Affiliatesof The St. Paul Companies Inc., Saint Paul, Minnesota 55102.
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Captive services...
Continued from page 13
Risk Management Ltd."

However, this summer M&M is

activating an insurance company
for its captive clients that is simi-
lar in structure to Hopewell,
IRML's reinsurance captive (see
related story, page 43). M&M cur-
rently uses a treaty arrangement
with a pool of world underwriters
for captive reinsurance, as do the
other brokers providing captive
management services.

J&H, too, is investigating estab-
lishment of an insurance company
for its captive clients. "It would
be a joint venture among the cap-
tive owners," Mr. Dunn said, "al-
though the matter is still under

study at this time. Nothing defi-
nite has been settled yet."

The M&M technical services

group with some 400 employes is
headquartered in New York. The

Bermuda office, headed by Mr.
Vaughan, has a staff of 17.

In contrast J&H has "captive

experts" in each of 17 major
branch offices in the U. S., Mr.
Dunn said. The Bermuda office,
J&H Ltd., is headed by H. Clayton
Chambers and includes a staff of

17. In addition, J&H stresses the
involvement of the individual ac-

count managers in the captive
management process.

"The account manager is the fo-
cal point of the interplay between
the technical staff and the client,"
Mr. Dunn said.

A client of IRML explained why

he favors the independent supplier
over captive management by a
brokerage firm.

"Brokers are shoppers," he not-
ed. "When you're going into a cap-

tive arrangement, you've got to

understand it's a long-term in-

vestment and relationship, not just
a search for another market. You

don't just move in to burn a mar-
ket, then mov'e out. I wonder if
brokers understand this."

A brokerage firm would have to
keep its captive management ser-
vice completely autonomous, the
risk manager continued, "to devel-
op their own credibility and rela-
tionship with the reinsurance mar-
ket."

What to look for in a captive
management service is a question
that evoked a variety of responses
from risk managers.

"Find out who their reinsurers

are" one risk manager asserted.
"I can't stress enough the impor-
tance of a very reliable reinsur-
ance system."

He advised a thorough study of
a prospective captive management
group's reinsurers, asking: "What's
their image in the market-are
they good names?". and "What has
been the past experience of the re-

insurance system? How does this
stack up against my own particu-
lar situation?"

The next important point is the
service capabilities of the captive
management firm, the risk man-
ager continued, including engi-
neering, loss control and account-
ing.

"The captive management firm's
ability to offer me an opportunity
to participate in good quality pre-
mium volume is another important
consideration," the risk manager
said.

"When considering cost," an-
other risk manager advised, "you

have to look at the captive man-
agement firm's operations. Are
they on the lean side, with high
quality, competent people?"

"Also look for a certain amount

of morality," the risk manager
continued. "Reinsurance is such a
personal situation."

"A good accounting staff-when
you get right down to it, that's the

How to stay alive inthe
jungles of ERISA

Let's face it. The Pension Reform Act of 1974

(sometimes known as "The Lawyers Full
Employment Bill") is a nightmare. A jungle of
ambiguities - a morass of contradictory opinions
- a tangle of technicalities. ERISA country is
dangerous. Scary. Filled with the nightmare of
uncertainty - the knowledge that by law, you are
personally liable unless you are properly protected.
How do you stay alive in this jungle? By following
these simple procedures:

1. Carefully check your current Fiduciary Liability
Policy. Do you know what it covers - and what
it doesn't? Is it limited to breach of fiduciary
duty or does it also cover errors and omissions?
Remember - a// po/icies are not created equal.
Neither simplicity in filling out an application
nor cheapness in price is as important as
making sure you have the most comprehensive
coverage available.

2. Get your attorney to give you his opinion on
your policy -in writing. This is a very
complicated act, and only a well-qualified
attorney can analyze it and tell you whether or
not your coverage is sufficient within the
measures of the law.

3. Ask the experts. The Professional Indemnity
Agency, direct Lloyd' s of London corre-
spondents, is one of the very few insurance
underwriters which is fully qualified to make
sound recommendations. Fiduciary liability is
our business - our only business - and we've
been at it longer than anyone. Because we do
not deal directly with insured, we will be happy
to make our facilities available to your agent or
broker.

4. Send for the "ERISA SURVIVAL KIT" which

contains sample copies of RI.A.'s contracts
which, we believe, offer the widest coverage in
the fiduciary liability field today. They'll give you
the ammunition you need for protection and
peace of mind.

.

Professionallndemnity Agency, Inc.,
3901 North Meridian Street,
Indianapolis, Indiana 45208.
Tel: (317) 924-5311 (212) 421-2033

FIDUCIARY

PARTY IN

INTEREST

DIRECTORS

PROHIBITED

TRANSACTION

TRUSTEES

EMPLOYEES

ERISA SURVIVAL KIT
c/o Professional indemnity Agency, Inc.,
3901 North Meridian Street,
Indianapolis, Indiana 45208
Tel: (317) 924-5311 (212) 421-2033

Please send me sample copies of your Fiduciary
Liability insurance Policies

Name

Title

Company

Adrirecs

City SM. 7ir

Name of regular insurance broker or agent

most important thing to look for in

a captive management firm," an-
other risk manager noted.

All of the risk managers sur-

veyed agreed on the importance of
a personal visit to prospective cap-
tive management firms

"I made it a point to go to Ber-

muda and talk to every potential
firm," one risk manager said.

"You've got to do a hell of a lot
of looking, see the actual shop and
know the shop before you sign on
the dotted line," another risk man-
ager said. •

Formation of

U.S. captives
on rise, too

NEW YORK-Not all the action

in the captive management indus-
try is offshore. And it's not j ust

corporate captives that are seeing
the action.

"The market for domestic cap-
tives has quadrupled since last
September," the head of one do-

mestic captive management firm
told Business Insurance.

The malpractice crisis has creat-
ed demand for captives for physi-
cians and hospitals.

In recent months captives in New
Jersey, California and Pennsyl-
vania have been activated to pro-
vide professional liability coverage
for physicians and hospitals in
those states.

In Massachusetts, 11 hospitals
and physician groups associated
with Harvard University formed a
captive in the Grand Cayman Is-
lands although the captive paid
$250,000 in excise taxes to the
state. The Massachusetts Insurance

Department ruled the captive was
legal even though it violates the
spirit of the insurance law.

Johnson & Higgins, through its

subsidiary, Casualty Insurance

Services Inc. manages two Cali-
fornia captives, NORCAL Mutual
Insurance Co. and the Southern

California Physicians Insurance
Exchange.

In Colorado, the captive man-
agement industry is dominated by
Hall Management Co., a subsidiary
of Frank B. Hall. Hall currently
has seven captives operating in
Colorado and several "incorporat-
ed but not yet active," a spokes-
man for the company said.

"Regulation of captives by the
Insurance Department in Colorado
is a positive aspect," the spokes-
man explained. "A captive is a
more bona fide operation in this
state," he contended.

AIG Risk Management Inc. ser-

vices four captive clients in Colo-
rado. A spokesman for the com-
pany, while acknowledging in-
creased interest in domestic cap-
tives in recent months, concluded
there is no trend in sight.

"The determination to go off-
shore or stay onshore with a cap-
tive is a result of an analysis of the
individual situation and makeup
of the corporation," he said.

Alexander & Alexander's Anis-

ties division also manages several
Colorado captives through its of-
fice in Denver. m

Increase auto rates

Rising hospital costs, rising auto
parts costs, and the number of
claims has caused Nationwide Mu-

tual Insurance Co. to increase its

Ohio auto insurance rates June 1

by an average 16.8%. Part of the
rate increase is due to an Ohio Su-

preme Court decision making it
possible for passengers in an auto
accident to collect for dannages
from the driver of the car in which

they're riding, according to the in-

surance company.
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'Using a captive has many advantages'

Brunswick enjoys 'unbund/ed' plans
By SUSAN ALT

CHICAGO-Brunswick Corp.

has successfully shifted all its pub-
lie liability insurance to a program
using a Bermuda captive insurance
company managed by International
Risk Management Ltd., a firm af-
filiated with American Risk Man-

agement of Englewood Cliffs, N. J.
Marsh & MeLennan formerly

was Brunswick's broker on all

coverages for property and liabil-
ity risks, and M&M retains the in-
surance brokerage portions of the
program not involving the captive.

Brunswick is paying premiums

of approximately $3 million a year
to the captive for workers' com-
pensation insurance, comprehen-

sive general liability insurance,

auto collision and third party lia-
bility, and product liability cover-
age. The subsidiary, Centennial As-
surance Ltd., reinsures primary
coverage which is with North-
western National Insurance Co.,

Milwaukee. The captive retains all
losses up to $1 million per occur-

renee in the four exposure areas.

Umbrella liability policies over
the captive's retention extend to
$20 million in two $10 million lay-
ers with Affiliated FM through
Allendale Mutual Insurance Co.

(first layer excess) and North-
brook Insurance Co. (second ex-
cess layer).

Brunswick's Ed Sigler, risk man-
ager, and Ron Bokowy, assistant
risk manager, worked for over a

year to establish the captive pro-
gram and to move it into the op-
erational stage in early 1976. Mr.
Sigler, says Ron Bokowy, "nur-

tured it along and really got it go-
ing."

Liberty Mutual Insurance Co.
formerly underwrote all casualty

insurance for Brunswick, under a
one-year retro program. f'Liberty
Mutual knew that we were con-

templating using a captive when
they took the business. Their hand-
ling of the account that year was
more than adequate, but the feas-

ibility of the captive simply ruled
out going any further with any-
body, including them," he said.

The Brunswick managers look
back now and conclude their tim-

ing couldn't have been better. "It

turned out to be very timely, be-
cause just at the time we did the
feasibility study and implemented
the captive, and management ac-

cepted the idea, the excess casual-
ty markets fell apart," says Mr.
Bokowy.

To make certain that the captive

operates in the black for the first
few years of its life, until it starts
generating substantial investment
income, Brunswick is using an ag-
gregate stop loss feature which cuts

off losses at an amount equivalent
to the "standard premium," the
expected annual losses, with this
insurance certificate coming from
IRML.

In time, Brunswick intends to

join Mr. Reiss's Hopewell reinsur-
ance pool of captives, although the
prerequisites are that the captive
is in the IRML program for over
a year and that premiums reach
a certain level.

As Mr. Bokowy sees it, primary
advantage of having the captive is

Don't be tempted by rookies when
you can get self-insurance pros

Above all, the self-insurer needs to be totally secure in
the knowledge that his program is being effectively
and efficiently administered.

This is not the time for you to become an "experi-
ment" or to teach learners at your expense.

Our Gallagher Bassett Division is a pioneer in pro-
viding professional services to self-insurers, and our
spectrum of clients extends from multi-
national organizations to domestic busi-
nesses, institutions, and governmental
bodies.

Your own customized Gallagher
Bassett professionally administered
program permits you to retain the

small risks and transfer the large ones to an excess
carrier. It can provide coverage for worker's compen-
sation and for all exposures: auto; products and gen-
eral liabilities; dishonesty; employee fidelity, & others.

Last year we handled more than 35,000 losses and
claims, and we administered client funds exceeding
$25,000,000.

As you can see, your organization would
not be a training ground for our
personnel.

Our pros would be pleased to give
you a detailed competitive compari-
son of your present plan. Please
contact us.

ARTHUR J. GALLAGHER & CO.
The Tower, Golf Road, Rolling Meadows, Illinois 60008. Phone 312/640-8500

• An· International Organization Providing Excess Coverages and All Related Services for Self-Insurers
• Brokers f.or Commercial, Industrial and Institutional Insurance Programs

to achieve flexibility of services.
"Our captive unbundles all the ser-
vices that would normally be in a
carrier's total insurance package.
Centennial has the domestic front-

ing company writing policies and
filing all the necessary papers in
states where we do business. Cen-

tennial has engaged General Ad-
justment Bureau (GAB) to handle
loss adjusting and claims adminis-
tration. Centennial uses Natlsco, a

division of Kemper Insurance Co.,
for safety and loss engineering.

"This is far more flexible than

what you can get from any insur-
ance company," Mr. Bokowy is
convinced. "We did this because

if we are dissatisfied with any ser-
vice, and part of the program, we
can engage another firm without
disturbing other segments of the
captive program. We have better
control over our own destiny. Be-
sides, this procedure made the sup-
pliers of services competitive."

Initially at least, Brunswick isn't
viewing its captive as a profit cen-

ter. The purpose was to upgrade
the overall casualty insurance and

risk management program.

The competitiveness of the ser-
vices suppliers and the unbundling
of the casualty program's compon-
ents achieved savings, of course,
although Mr. Bokowy says that was

really not a key objective.
"Normally an insurer will charge

about 11% of losses for loss ad-

justina services. Under our arran-
gement, we pay 9% of losses to
GAB... that's on total losses, paid
plus reserved. Right on down the
line, you can save a point or two
that way."

Captive management services

are also competitive. Brunswick
called in four or five firms-in-

cluding Marsh & McLennan and
Mr. Reiss's organization-to make
proposals on the captive project.

"We sifted the field pretty careful-
ly," Mr. Bokowy says. "We really
looked them over." The deciding
factor in favor of Mr. Reiss's

IRML was "that no one else has-

to the same magnitude at least-

the Hopewell pool, which provides
the residual capacity to fall back
on."

IRML is paid a brokerage fee
based on premiums of about 2%

of Brunswick's premiums, which
Brunswick believes is "very com-

petitive." Mr. Reiss's firm is also
"very flexible" when it comes to
deciding on fees versus commis-
sions, says Mr. Bokowy, noting that
IRML originally proposed a per-
centage commission but that

Brunswick negotiated it down to a
fixed annual fee equivalent to
about 2 % of premium.

Tax benefits of the captive
weren't even part of the consid-

erations, relates Mr. Bokowy. "We
are paying all U.S. income taxes on
all investment and underwriting
profit generated by the captive."

There were some other benefits,
though, that Brunswick thought
initially were incidental to the cap-
tive program, but which have
turned out to be important advan-
tages. "Namely, there's the fact
that we can now offer each of our

divisions a guaranteed cost pro-
gram. The reason this is so im-
portant to the operating diisions
is that it allows the division con-

trollers to budget ahead" instead
of adjusting costs at the end of the
year, as under a ratio program.

There's been no decision yet

whether to eventually put other
risks into the captive. "If the in-
centive is there economically, we'll
fold in other lines of coverage.
Why not?"
Brunswick has about 25,000 em-

ployes worldwide. Auto liability
coverages encompasses about 1,000

vehicles including passenger cars,
buses, vans and a fleet of long-
haul trucks. The company also sells
annually some $800 million worth

- of consumer, recreational and in-
dustrial products. •

1
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Tbe wbooping crane needed
a second chance to make it.

Let's bope you don't.
Tbe wbooping crane, on the doorstep of extinction, has beengiven new bope. Conservationists bave experimentedsuccessfully using sandbill cranes to batch tbe wboopefs eggs.
Today, accidents, arson and human error are taking recordtolts in industly. It may take some bigbly innovativeproperty conservation techniques topreserveyour plant.And tbat's where Allendate Insurance can help.
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Allendale Insurance
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ERISA compliance ...
Continued from page 13
finalized," he said.

Although Continental Bank pre-
pares individual benefit statements
as part of its plan administrator
role, it doesn't want to cross the
line between comunicating bene-
fit alternatives and actually mak-
ing recommendations. "We don't
do retirement counseling," Mr.
Smith said. "We will only explain
the options and make sure the
participant understands his or her
rights and benefits."

One Continental Bank client, a
hospital, reportedly likes the fact

that the bank is serving as its plan
administrator because its medical

malpractice problem already gives
it enough to worry about. "We
aren't afraid of the fiduciary role,"
Mr. Smith said.

But other consultants who sup-

ply ERISA-related services feel

differently about increasing that
responsibility.

"We don't want to make the

benefit payments," cornnnented

David L. Hewitt, vp and director

of Huggins & Co. Inc., Philadel-
phia, an actuarial and employe
benefit consulting firm. "We as-
sist clients with the technical back-
up needed for the plan's adminis-

tration. This is one step short of
being administrator itself."

He believes the "fine print reg-
ulations" involving administra-
tion and communication aspects of
ERISA are making "the crunch
of compliance bigger this year"
than last year.

Huggins, whose stock is owned
primarily by Hay Assoc., success-
fully bid on a contract to provide
the Pension Benefit Guaranty
Corp. (PBGC) with advice on de-
veloping a case processing manu-
al. The project involves setting up
a system for categorizing and pro-
cessing cases of plan terminations.
Huggins' fee is about $136,000.

Former PBGC director Steven

E. Schanes opened the doors to
his namesake consulting firm in
Washington in May. For a cool
$600 a year, the Schanes Memo
Service provides periodic updates
(about every 10 days) on ERISA
regulations and offers a WATS
line for subscribers to use for
questions they have on filling out
ERISA forms. If time is "critical,"
clients are telephoned about break-
ing developments, according to
Vicki Dungan, director of corn-
munications at Schanes Ltd., and
preparer of the memos.

More than half the 50 subscrib-
ers on the service (by the third
week of May) were consulting
firms themselves, Ms. Dungan
said. Others include law firms,
multiemployer funds and large
corporate clients.

Schanes Ltd. does employe ben-
efit consulting with individual cli-
ents, sometimes in the capacity as
coordinator of other consultants
working for large corporate clients.
Project costs are based on hourly
fees.

Huggins & Co. also publishes
buLletins for clients because rein-
terpreted government require-
ments leave " so many issues in
flux," Mr Hewitt said. There is
no charge for the service if clients
have retained Huggins for actuar-
ial, administrative or communica-
tions services.

Huggins' fees are based on hour-
ly rates ranging from $14 to $80,
depending on the training and ex-
perience of the consultant, he said.

A.S. Hansen Inc., Lake Bluff,
Il. offers actuarial and consulting
assistance and charges hourly
rates ranging from $100 per hour,
explained a spokesman.

Summary plan descriptions,
sumary annual reports, accrued

vesting statements and other ben-

efit communication services gen-
erally cost between $5,000 and
$10,000, the spokesman said. To

assist clients in filling out forms,
the cost is usually $750 and up.

The consulting firm offers as-
sistance to the plan's legal coun-
sel on plan drafting and charges
on an hourly fee basis, but the

spokesman hastened to point out
that Hansen "doesn't practice
law."

A tailor-made administrator's

guide to reporting and compliance
recordkeeping as well as proced-
ures for day-to-day operation is
available from A.S. Hansen for

about $4,000 to $8,000. The spokes-
man emphasized that all consult-
ing work is based on the actual
amount of time charged: "There
are no set fees."

The "critical variables," those

which can add substantially to
ERISA-related service fees, are

the number of plans, the type of
plan, the degree to which the plan
is out of compliance, the number

of employes (for comunication
services) and the condition of em-
ploye records.

"A manual and not-very-ac-
curate set of records is obviously

going to make it more expensive
than a cornputerized, accurate set

of records," the spokesman for

Save money. Comehometothe
good old American dollar Your insurance premiums

- work harder when you use
the All American Marine

Slip. For several reasons:
First. AAMS operating

expenses are low. So we can
offer exceptional value for
your dollar. That can mean
better coverage. In some

A.S. Hansen said.

Insurance companies conduct a

compliance review of their own
plans for a fee ranging from $300
to $2,500, said Mel Banks, and
employe benefit consultant with
Corporate Policyholders Counsel
Inc., based here.

"They're losing money on this
but they don't know they're mak-
ing so much on (pension fund

services) otherwise, they don't
mind," he said. For one thing,

most corporate pension plans must

cases, lower cost. Or greater
underwriting flexibility.
Perhaps all three.

Next. If you're in a hurry
and need a fast quote, we
can do it. Because at AAMS

we've eliminated a lot of red

tape.
Your broker deals with a

single underwriter, at a single
location. That underwriter



add more people to their plan eli-
gibility lists, and this "increases
the insurance companies' revenues
substantially."

A manufacturing company cli-
ent of Corporate Policyholders had
73 employes in its insured pen-
sion plan before ERISA was
passed. After its actuarial review,
the client had to add 52 people to
the plan, bring the total to 125
participants. The annual cost for
this defined benefit plan insured

has the authority he needs to
get decisions fast. And that
saves time. Which means

you save even more money.

For example: One client
saved two days worth of
downtime because we

quickly quoted the rate on
equipment needed to put out
a raging oil fire. The rate was
right, the coverage was

under a deposit administration
contract went from $94,000 to

$226,600.

Another client, a hospital, had
a contributory defined benefit and
because of ERISA was forced to

bring this plan into compliance as
a qualified plan. The cost went
from $34,000 a year to $232,000 a

year, he said.
Both clients paid their insur-

ance companies about $2,500 for
the actuarial review. Corporate
Policyholders does most of its con-

bound, and the equipment
was put into action.

Today, more than 220 com-
panies are using AAMS to
insure such high-value, high-
risk marine exposures as
jack-ups, semi-submersibles,
drill ships, platforms and
drilling equipment, cost-of-
control and pipelines.

We want you to save

sulting on insured plans after this
review has taken place, Mr, Banks
noted.

"We present a report on the
pension alternatives," he said. The
normal consulting charge is $50
per hour, and the total tab aver-
ages "in the ballpark of $5,000."

One alternative is changing the
plan from a defined benefit plan
to a defined contribution plan or
to a thrift plan, which Mr. Banks
calls "the least expensive bene-

money, and we want to grow.
So we have to be better than

the competition. See for
yourself. Have your agent or
broker call the Manager,
All American Marine Slip, 80
Maiden Lane, New York, N.Y.
10038. Phone (212) 374-2667.

fit on the market today."

Other options include tax-shel-
tered annuities, which are most
suitable for educational of non-

profit organizations, or Individual
Retirement Accounts (IRAs).

"I've only recommended plan
terminations to implement thrift
plans," Mr. Banks noted. "Con-

sultants look at pension plans
not only from the participating
employe's viewpoint, but primar-
ily from the financial viewpoint

of the corporation," he said.

All American Mi
Marine Slip lilli
UABre Insuring Americah growth.
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"Companies are trying to fend
for themselves to complete the

disclosure requirements," he ob-
served. "The problem they're con-
cerned with is not just the cost of

new eligibility but the cost of ad-
ministering the plan's changes,"

William M. Mercer Inc., a whol-

ly-owned subsidiary of Marsh &
McLennan, charges a fee for its
ERISA-related consulting, ac-

cording to Lloyd S. Kaye, vp.
"If we receive insurance com-

missions in the course of a project,
they offset our fee," he said, em-
phasizing that Mercer's benefit
clients are often unrelated to its

parent company's brokerage eli-
ents.

The employe benefit and actu-
arial consulting firnn, which

claims to be the largest in the
U.S., charges from $25 an hour up
to $150 an hour. Services include
pension planning, plan design, ac-
tuarial, administration and com-
munication services,

Hewitt Associates, Deerfield, Il.,
provides consulting services on an
individual basis and charges
"competitive" hourly fees, though
a spokesman declined to be more
specific.

One type of consulting revolves
around ERISA program evaluation
and plan design. Hewitt will help
bring a client plan into compliance
and offers an objective-setting
service as pension alternatives are
examined.

"Most clients don't just comply
with ERISA," the spokesman con-
tinued. "They consider where they
want to be in the long run."

He sees the outlook for ERISA
as "less severe a crunch" than last
year. "We see an emergence of
work in executive compensation
and wage/salary administration
programs. ERISA is just one ex-
ample of the legislation that may
come down the line one of these

days," he noted.
Other national consulting firms

such as Kwasha Lipton Inc.; Tow-
ers, Perrin, Forster & Crasby; and
Wyatt Co. offer ERISA-related
services similar to those already
described.

$20,000 for
consulting on
6 of 39 plans

NEW YORK-The benefits

manager at a large company here
told Business Insurance he is try-
ing to cut down on consulting costs
for ERISA-related matters.

His company, which requested
anonymity, paid about $20,000
over 10 months in 1975 to review

six of its 39 plans affected by the
pension reform act.

"We will use these as models

and try to do the rest internally,"
he said, shuddering at the $80 to
$100 per hour fees charged by his

primary consultant, Hewitt As-
sociates. A. S. Hansen Inc.; Tow-
ers, Perrin, Forster & Crosby; and
Metropolitan Life Insurance Co.
also have been retained for "spot
consulting work," he said.

This benefits manager believes
his counterparts at some large
companies may regret it now if

they reacted quickly to the early
wave of ERISA regulations. Other
companies seem to be adopting a
wait-and-see policy and aren't
anxious to further liberalize their

plans" beyond compliance, he
noted.

"Sometimes, we would get three

different opinions from three
(consultant) sources," he lament-
ed. "Then we'd decide it's so un-

clear, we'd turn it over to our
legal advisers, which could be a
fourth opinion. Often management
made the decision to bide time." •
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Marine salvage services can often
instigate legal battles over claims

By MARIE KRAKOWIECKI

NEW YORK-"If you should
run her up on a reef, just sit there.
Don't take a line from the first

vessel that comes along and offers

to tow you. Once someone does

that, they're entitled to a third of
the value of your boat under the
laws of marine salvage. And then
you'll owe us a Iot of money."

There was some nervous foot-

shuffling from the vacationing
sailors at this opening briefing

from their yacht charterer's guide.
Somehow it had not crossed any-
one's mind that a passing rescuer

might be a ship bounty hunter,
and the idea did not seem an aus-

picious beginning for a 10-day
cruise.

But because of this catch under

marine salvaging conventions, the
outfit which was renting out its
fleet of 41-foot crusing sloops in
the Grenadine Islands in the Car-

ibbean mentions this to its cus-

tomers to help cover its potential
liabilities.

 Risk ManaS€In€nt
SERVICES

It is sharply aware that a few
years ago in the Virgin Islands a
pleasure craft owned by a rival
chartering firm was accidentally
run aground by the people char-
tering it. When they allowed a 10-
cal ship to tow it free, the sal-
vager proceeded to haul the ship

to his own mooring and lay claim
to it. That case is still being fought
in the courts.

This was the situation described

to Business Insurance by Robert
Van Ost. office manager at Carib-
bean Sailing Yachts Ltd., which
has headquarters in the unlikely
location of Tenafly, N.J.

Caribbean Sailing Yachts,
known widely as CSY, owns a
fleet of 94 yachts in three different
locations: the Virgin Islands, the
Bahamas, and the Grer.adines.

The fleet is insured by The
Home Insurance Co., Mr. Van Ost
said. He did not reveal the limits

of the coverage, but estimated the
average value per issue of each
vessel at about $30,000.

Because management wants to know if they're covered and if every

possible precaution was taken to prevent the loss.

That's where we come in.

Our engineers work with you to minimize the chance of fire. If you do have
a fire, you should have the very best coverage available.

That's why you should have your coverage tailored by-Protection Mutual.
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Sal-agers are needed for vessels bea-hed Ey storms.

If is highly unlikely that all 94
of -.hc CSY boats would be run

aground and claimed at least in

par by salvors, but at those val-

Comp an>· 421.LL,

ues, the potential loss could ap-
proach $3 million.

In the Grenadines, a small chain
of islands south of the Virgins and
the Bahamas and northeast of

Venezuela, Mr. Van Ost says CSY
does not hire any formal outside
salvaging services.

It protects itself against scav-

engin g salvors by equipping each
of it: boats with radios. Vacation-

ers chartering the sloops are in-
structed to contact CSY agents for

help if they run around rather
than accepting the assistance of
native vessels.

Most of the CSY vessels that

are -un aground or up on coral
reefs do so near Union Island, a
popular anchorage. Just across the
way is tiny Palm Island, and it is

i there that CSY turns for its only
outside marine salvaging "ser-
vice."

John Caldwell, a former Aus-
tralian accountant turned island

develcper, helps the New Jersey
charering business when it needs
assis:ance in towing a reefed sail-
boat.

"We gave Johnny a chase boat
to keep at Palm Island, and occa-
sionally he'll use it to work with
us when one of our boats gets
stuck," Mi·. Van Ost said.

"In the Grenadines this is more

of a critical problem than in our
othe. loca:ions because there are

many more coral reefs."
H,3 could recall only one total

loss s iffered by a CSY boat, off
the island of Antigua. But the

charterer's underwriter took care

of settling the claim, and no sal-
vaging service was hired by CSY.

Although the CSY situation for
the most part does not parallel the
experience of commercial fleets

witt- potential salvaging losses, its
reliance upon its underwriter to
handle total loss situations is a

sort of microcosm of what happens

in larger operations.
For instance, the foremost user

of le services of the United

Stati Salvage Assn. has histor-
ically been the American Hull In-
surance Syndicate, the U.S. pool
of insurers who share risks on do-

mestiz and foreign hulls in ocean

and Great Lakes shipping.

U.S. Salvage Assn. is an inde-

pendent national organization that
performs vessel damage surveys,
hull and tow inspections and re-
lated salvage and technical ser-
vices. Since its incorporation back
in 1921, it has expanded its cus-
tomers to include brokers, steam-
shid companies, shipyards, con-
strue:ion firms, research orgarliza-
tions, certain branches of the pe-
troletm industry and various gov-
ernmzntal agencies in addition to
underwriters.

Although the word "salvage" is

in tile association's title, its inore
freeuent service to marine inter-

ests is conducting inspection stir-

vey..

It also will go to the scene of a
marine casualty to ascertain the

Continued on page 26



Sometimes Arkwright=Boston people
wish they weren't.

Working for Arkwright-Boston
is no picnic.

We don't enjoy telling a company
ithas to install anin-rack sprinkler
system. Orprovide additional sources
of water for factories that make, or
store, highly flammable materials.

Sometimes ourhigh standards
cost us some high premium business.
And that hurts... but a fire hurts both
of us a lot more.

Ifyouarelookingforacompany
just as interested in preventing losses
as selling insurance, give us a call.

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

Also Toronto and Montreal.

Arkwright-Boston Insurance
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editorial opinions

Clients get more servic
A NALYSTS FOLLOWING the insurance industry are

11. looking for continuing improvement in underwriters'
revenues and profits as a result of underwriting selectivity
and quantum leaps in rates. These same analysts predict
more competition in the insurance markets by yearend 1976
and early 1977, although no one seems to be looking for a
return to the aggressive underwriting environment of the
late '6Os and early '7Os.

This is despite severe tightness in some insurance markets
which exists right now. Brokers don't seem to foresee any
easing, either; they complain that there are commercial eli-
ents looking for renewals whose risks can't be placed any-
where.

This all adds up to mean a mixed bag of blessings and
perils for brokers, who initially at least were the beneficiar-
ies of higher premium rates and tightening markets. Brok-
erage revenues have soared in the last six months, as have
profits, in concert with rate hikes. Furthermore, corporate
clients worrying about pending gloom and doom predicted
in all quarters, were appreciative of renewals at any cost.

Take a look at another side of this coin. Some brokers
who've been in the business for years are saying they al-
ways thought the business was fun before; but there's no
fun left in it now, they grumble. The reason for their plaint:
There's a horserace underway right now among brokers.
What was thought to be a boon (tighter markets) is turning

In 'captive' field, comp
issue illuminates for insurance and benefit directors the

firms offering technical services.
In the past year, tight markets and higher rates-coupled

with unavailability of any kind of insurance at any price for
some kinds of risks-forced greater self-insurance. A trend
toward alternative loss funding methods discernible for 10
years or so was accelerated.

Along with bigger risk retention programs came more
captive insurance companies, and greater demand for the
various services which go along with formation of a captive:
feasibility studies, legal services, management services, re-
insurance brokerage.

As a story in this special issue points out, competition is
lively among the 30 or so firms which manage captives. One
of the oldest firms in the business, American Risk Manage-
ment headed by Fred Reiss, until recently was far and away
the biggest captive management firm, in terms of the num-
bers of captive insurers managed under one umbrella.
ARM's lead spot was usually attributed to Mr. Reiss's su-
perior knowledge of reinsurance markets, his established
Hopewell captive reinsurance reciprocal, and his strong con-
tacts in London.

ARM has some tough competition these days, though, with
Johnson & Higgins and Marsh & McLennan breathing down
its neck to win captive clients.

What is happening in the field of captive management is
indicative of a phenomenon occurring in other fields of in-
surance-related services as well. Although premium rates

e as brokers sweat it out
into a nightmare, and the nightmare is caused by the same
market conditions that brokers felt would make them indis-

pensable to their clients and more appreciated than ever.
Scenarios run like this: Broker A has a commercial client

with a problem risk, say, a product liability exposure for
which several million dollars insurance is needed. Broker A

can't find markets for the coverage needed by renewal time,
even after searching for many frustrating hours. Broker B
comes along and says to the company needing insurance
that Broker B's firm, having a long-standing relationship
with certain insurers, can place the insurance, all right, but
the premiums are going to soar in any case. Thus, the ac-
count changes hands.

It's not a price market any more, with brokers winning
new business by engineering the best price deals for com-
mercial clients. The horserace seems to have turned into a

matter of winning business just by being able to place risks,
at any price. Accounts are reportedly moving around with
more alacrity than they ever did, thanks to the highly com-
petitive nature of the insurance brokerage business.

Brokers who've always thought the business was great
fun, with unlimited markets and the chance to do some price
shopping, are finding they're working harder than ever to
keep their accounts. Buyers of insurance are getting better
service for their commission dollars than they've ever ob-
tained, we've heard it said.

ention ana Innovation
for insurance are continuing to climb, it's invigorating to see
the healthy competition in the services field.

m The lines separating insurers from insureds, and insur-

ance brokers from insurers are no longer clearly drawn; and
they're getting fuzzier.

According to another story in this issue, Marsh & MeLen-
nan is getting into the underwriting business with its own
Tower Hill Insurance Co., established in London to reinsure
the business of captives managed by M&M as well as par-
ticipate in outside business. Tower Hill pulls together U.S.,
Japanese and Finnish insurance companies for this purpose.

It's becoming commonplace also for U.S. brokers to have
employes who are members of Lloyd's.

The question that comes to mind is this: How does the
relationship between a broker and the insurance markets
change when a brokerage firm, or its employes, enters the
underwriting business? Or is this relationship affected at all?

From the standpoint of added underwriting capacity, the
captive reinsurance pools organized by captive management
firms such as M&M and American Risk Management are
valuable.

Brokers like M&M might have a difficult time convincing
insurers they've traditionally worked with, though, that
there's no inherent conflict of interest when a broker begins
underwriting the very policies that brokers have sold and
placed in outside markets all along.

Maybe this is just normal vertical integration. We'll be
interested to see how insurance companies respond.

business insurance
the national newsmagazine for buyers of emptove, property and

liability protection and financial services

G. D. CRAIN JR.

founder (1885-1973)

MRS. G. D. CRAIN JR. S. R. BERNSTEIN

chailman of the board chairman, erecutive committee
RANCE CRAIN KEITH E. CRAIN

president and editoriaZ director group publisher

ALFRED MALECKI, publisher (New York)

SUSAN ALT, Editoi (Chicago)

Associates: Washington-PAUL MERRION, New York-MARIE KRAKOWIECKI. MARGARET
LeROUX, Chicago--ELISABETH M. WECHSLER. Los Angeles-JOANNE GAMLIN. Editoriat
production chief: Chicago--DIANE DeROCHER. Editorial assistants: Chicago-JANE WINE-
BRENNER, New York-LINDA MOSKOWITZ. Art director: JOE FARACI. Correstiondents:
Hartford-ALLEN M. WIDEM (203-232-3101). London-JOHN MILLER (01) 946-4213. Seattle-
HARRIET KING (206-888-2340).

letters

Letters are welcome. Address

letters to the Editor of Business
Insurance, 740 N. Rush St., Chi-
cago, It. 60611.

Definitions required
To the Editor: I read your edi-

torial, "A Cavalier Attitude" in
the issue of May 17. In it you
state:

". . . The way the American sys-
tem of law works, when a person
is injured through someone else's
fault, the person causing the in-
jury is made to pay."

In the interest of equity, some
definitions are required. What do
you mean by "fault?" Industrial
machinery is neither everlasting
nor self-restoring. When an acci-
dent occurs in an employer's plant
on a press which has changed
 hands several times and was

shipped thirty years ago, is it the
original manufacturer's "fault"
when an inj ury occurs? Common
sense says that the user of the
equipment has the responsibility
for plant environment and methods
of operation as well as mainte-
nance of the equipment. Recent
judicial decisions in Minnesota
and Michigan support this con-
cept, and Congressman Sarasin's
new bill to permit counter-suit by
a supplier against an employer
who fails to observe OSHA stan-

dards is another indication that the
definition of "fault" is not a sim-

ple one.

As for who really "pays," per-
haps the words of Kenneth C. Ty-
ler, past president of Western In-
surance Information Service are

the most apt. ". . . What they ig-
nore is that the money to, pay for
these 'advances' does not come

from the insurance companies or
the defendant-it comes from the

public. An insurance company is

simply a device for collecting pre-
miums from thousands of people
to pay the losses of the relatively
few who have them."

E. H. Rosenberg
President, RETORT Inc., Frank-
lin, Ma.

Benefits specialist
To the Editor: Regarding the ar-

ticel on the Certified Employe Be-
nefit Specialist (CEBS) program
being established in cooperation

with the University of Pennsyl-
vania and the International

Foundation of Employe Benefit
Plans, we at Corporate Benefits
feel that the term "specialist" is
too restrictive. It does not reflect

the full scope of the benefits pro-
fessional responsibility. We sug-
gest the designation CMEB, "Certi-

fied Master of Employe Benefits."
We would be interested in know-

ing what the rest of your readers
think, too.

Joseph J. Buss

Corporate Benefits Coordinator,
Hanes Corp., Winston-Salem,
N.C.

DONALD A. WALSH, Advertising director (New York)

Advertising district managers: New York-CHARLES A. HORVATH. JACK FORREST. Chicago-
ROBERT L. NIESSE. Production manager: Chicago-JOHN JAMKA. PTomotion manager: New
York-RONNIE I. DRACHMAN. Assistant to the publisher: Chicago-CELIA MALOUHOS, New
York-HOLLIS PIVOR.

Published by Crain Communications Inc.. Chicago, publisher of Advertising Age, Pensions &
Investments, Industrial Marketing. KEITH E. CRAIN, secretary-treasurer; M. A. HARTENFELD,
erecutive vice president; D. J, CLEARY JR., senior vice. president; ALFRED MALECKI, J. J.
GRAHAM, J. V. O'GARA, S. E. COHEN, LOUIS F. DEMARCO, WILLIAM STRONG, ROB-
ERT W. KRAFT, vice presidents; MERRILEE P. CRAIN, assistant secretary; JAMES M.
FRANKLIN, director of finance and administration. Cable address: CRAINCOM

Published biweekly at 740 Rush St.. Chicago, Il. 60611 (312-649-5200). Offices at 708 Third
Ave„ New York, N.Y. 10017 (212-986-5050); Suite 1253 National Press Building, Washington,
D.C. 20004 (202-638-5300); 6404 Wilshire Blvd., Los Angeles. Ca. 90048 (213-651-3710). 50 cents
a copy. $12 a year in U.S. Elsewhere $4 a year additional. WILLIAM STRONG, circulation di-
rector. ROGER DiGREGORIO, subscription manager. Four weeks' notice required for change of
address. Address all subscription correspondence to subscription manager, Business Insurance,
740 Rush St., Chicago, Il. 60611

Member of Business Publications Audit of Circulation *ABP



t

10 1 1

RI[AN HOME ASSUR80
»1Al UNION FIRE INSURANIf I

American Home and National Union

are once again giving you what you need.
This time a buffer layer program to
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professional malpractice. We can write
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For a risk manager to most ef- they're doing out there right away

Marine casualties require salvage fectively make use of a good sal- You have to act quickly If the
... vaging service after a casualty, it expert says your loss lS a total

is necessary to rnove fast one, see what you can sell the ves-
Continued Pom page 22 gram of analysis, the association Appleton & Cox (MOAC), New Captain Warm told of one in- sel for, and sell it quickly
suitability of various vessels to discovered a high incidence of York, initially received most of its stance last spring when high winds "If you don't there will be noth-
proceed either under power or in surging and striking damage to business from MOAC and other in the Berie Basin Terminal in ing left in a short time, as the
tow to another location-trips hulls at docksi(le. insurers. Brooklyn caused a problem with weather or vandals get to the ves-

5 which may cover very great dis- This led to suggestions of im- But today, the firm's 34 sur- vessels docked in the breakwater sel The whole idea in a salvaging
tances from the scene of the dam- proved mooring equipment and veyors work increasingly as direct operation is to act promptly " •
age to a repair yard in another procedures and additional maneu- consultants and independent ma- Within a short time of each oth-
part of the world vering power The association then rme surveyors for energy-oriented er, all the involved parties called

Repair cost analysis is the job makes such information available and other industries Salvaging op- Hull & Cargo Surveyors to ask the
of the U S Salvage Assn 's special to naval architects, shipbuilders erations play a big role in its ser- firm to represent them Captain Levi's foreign
estimating section which conducts and owners for guidance in avoid- vices offered to risk managers Warrn accepted the Job fronn the
a worldwide repair-cost gathering ing specificed types of extensive Robert Wehnau of Hull & Cargo first caller, Moran Towing and
operation about every three years damage in the future risks put intoSurveyors' San Francisco office, Transportation, but soon after-

Other organizations which en- for example, went to the Strait ward had to reect requests from
The results are used by the gage in similar inspection services of Malacca, off Singapore, to as- Port Authority of New York and offshore sub

Maritime Administration of the which fall under the general head- Sist in the salvage and recovery of New Jersey and from the Maersk
U S Commerce Department to ing "salvage" include the London a grounded supertanker and to han- Steamship Line because they earne SAN FRANCISCO-Levi
provide the prime information on Salvage Assn., a technical auxil- dle potential pollution problems in too late Strauss & Co has activated its
which operating differential sub- lary of the British marine market, "If there's a marine casualty oc- Hull & Cargo Surveyors princi- new Bermuda captive Insurancesidy determinations are made. Murphy Pacific Marine Salvage curing anywhere in the United pal surveyor, R H Smith, had Co,, named Zemth International

A huge flow of marine casualty Co, New York; and J K. Tynan States, we'll probably be involved this advice for risk managers faced Insurance Ltd, and is using the
reports comes in to the association International Inc, New Orleans in working with it in some way," with a marine casualty and in captive for all international pro-
every year, providing a source of Hull & Cargo Surveyors Inc, said the firm's president, Captain need of hiring salvaging services perty and casualty risksdata for analysis In one such pro- an affiliate of the Marine Office- William F Warm "Get someone who knows what In the works for two years, the

captive is targeted to provide in-
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¥#93*N' fee-4 4- 4 07.· .VIASSACHUSETTS, LOWELL: FRED. C. CHURCH, INC.; MEXIC(YAvil- will now be endorsed onto a pro-
7-. V A- perty insurance form for each 10-

8'*FF ·)N-SHEPHERD-GOLDSMITH; WISCONSIN, MILWAUKEE: LAUB GROUP INC.; ARGENTINA, BUENOS A' cation and will be locally admitted
7300/.. o v . DeSERVICIOS Y MANDATOS; BRITISH COLUMBIA, VICTORIA: HARBORD INSURANCE LTD.; BRAZIL, In Canada, Levi Strauss is using

*<9 0 .,ELS: TES S. A. INSURANCE BROKERS; LIEGE: MENAGE & JOWA; ECUADOR, GUAYAQUIL: SOCIED/ Allendale Insurance Co of Can-
«p 43 JANTIL LIMITADA; ENGLAND, LONDON: P. W. KININMONTH LIMITED; FRANCE, PARIS: MASSABUAU IN

; GERMANY, FRANKFURT. INDUSTRIE-ASSEKURANZ GESELLSCHAFTEN; IRELAND, DUBLIN: COYLE P ada, a member of the Factory Mu-

t ON PHILLIPS LIMITED; ITALY, MILAN: A&B INSURANCE BROKERS SPA: NETHERLANDS, AMSTERDAM tual System

ES GROEP N.V.; PHILIPPINES, MANILA: GEORGE V. WINTERNITZ INSURANCE CONSULTANTS, INC Levi Strauss, it is said, does not

ZURICH: KESSLER CONSULTING INC.; VENEZUELA, MARACAIBO: INTERNATIONAL (OVERSEAS) INSI plan to use its captive insurance
company for domestic risks The

O, McELDOWNEY & ASSOCIATES, INC.; OREGON, PORTLAND: JEWETT, BARTON, LEAVY & KERN: captive was designed primarily to

ENNSYLVANIA, PHILADELPHIA: H. C. KNIGHT & COMPANY; SOUTH CAROLINA, COLUMBI/ be used as a vehicle to promote

7EENVILLE: THE FURMAN CO.; TENNESSEE, MEMPHIS: E. H. CRUMP & COMPANY; TEXAS, ' international loss control activities

ID: ROACH-HOWARD-SMITH & HUNTER, INC.; HOUSTON: JOHN L. WORTHAM & SON;ARK/ and to more effectively allocate
- LAKE CITY: ED. D. SMITH & SONS; VIRGINIA, RICHMOND: DeJARNETTE & PAUL, INC.; expenses to divisions based on

'N, SEATTLE: LaBOW, HAYNES COMPANY, INC.; WEST VIRGINIA, CHARLESTON: McDO' protection costs and loss experi-
TON-SHEPHERD-GOLDSMITH; WISCONSIN, MILWAUKEE: LAUB GROUP INC.; AR' ence

VENEZUELA, MARACAIBO; INTERNATIONAL (OVERSEAS) INSURANCE LTD., C.A
The people involved with the

captive at Levi Strauss declined
comment on the changes in the

Yolieve met oureaptams. insurance program .

Affirmative action plan
Morton Norwich Products Inc

Herds our team. transferred about $9 million of
group life insurance coverage for
its employes to North Carolina Mu-(Same peoplel)
tual, the country's largest black-
managed insurance company

The reinsurance agreement
"demonstrates Morton-Norwich's

1  60 independent insurance brokers and agents Every one a pro, and captain of corporate commitment to affirma-

tive action in helping minOI tty- his own team They're also team players. . united to serve the needs of each
companies play a larger role in

other's clients in major cities in the U S,, Canada, Mexico, and 14 other nations Let American business," believes R J.+=/ti Gruenwald, corporate vp-admin-
6 them draw up a game plan for your company's risk management and related finan- istration

cial needs Get a winning team on your side Call our nearest captain. Orour main The primary carrier for Morton- 4
Norwich s group life program lS

locker room (304) 232-3611 The Prudential Insurance Co of

(1_31 Assurex International
P O. Box 1270, Wheeling, W Va 26003 America

1
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Meet theworldis record- holder

forrapid claims handling..
, He's Pete Chandler, UAC adjuster in our Charlotte, N.C.

office. And if Pete isn't the record holder, then the rapid
way he handled a recent claim certainly makes him a
top contender.

At 5:30 p.m. on September 30, 1975, Pete was driving
along Charlotte's Independence Boulevard when he
saw the unlikely sight of a porch roof sitting on top of
two cars. Parked nearby was a moving van, which Pete
quickly surmised had hit the roof, causing it to.collapse.
ahd fall on the cars.

Since.UAC handles many claims for this major truck
rental company, Pete stopped and interviewed the
driver of the vehicle. He also obtained pictures of the
damage...all on his own time, and Without any assur-
ance that he would get the claims. assignment.

At 9 a.m. the very next morning Pete was already on the
phone explaining the situation to the agency handling
the truck rental company's claim reports. The agency
was amazed at Pete's quick action. Impressed, too,
because it later gave Pete the claim5 assignment.
Pete Chandler is typical of the quick-acting, profes-
sional adjusters you'll find at UAC. Adjusters who are
determinedto be where you need them. When you
need them.

And adjusters who are out to amaze and impress no
matter what the claim or loss.

For moreabout UAC services and ournew Self-Insurers

Brochure write: Mr. Arnold C. Avitabile, Vice President-
Marketing; Underwriters Adjusting Company, P.O. Box
2504, Chicago; Illinois 60690.

a subsidiary of The Continental Corporation ,

We are here you need us
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1. High current return.

f
Our current year credit is 8.25%*, and the

Adaptable Annuity is designed to consistently
offer the highest possible interest rates.

2. Guaranteed minimum rate
of return.

You know the bottom line for yourclients' Unionmutual offers a 3.50%* minimum
retirement planning is tax-free accumulation! interest guarantee for the life of the contract.

The only question is who's got the one best Be sure to underscore this fact with yourway to get there? We're convinced we do clients: Only an insured contract such as the
with our new Adaptable Annuity, a uniquely Adaptable Annuity can offer this importantflexible retirement plan that guarantees

long-term guarantee!
pension dollars.

Whether it is IRA, TSA, HR-10. or a qualified
defined contribution corporate plan, our 3. Completely flexible deposit
Adaptable Annuity is a perfect funding vehicle. schedule.
Just look at what it offers:

Ourplan matches yourclients' needs no
matter how varied they are.

1

1



Unionmutual announces

There is no fixed schedule of deposits.
They may be made in any amount as long as
it is not less than $50 ($25 with Pre-Authorized
Check or Group billing).

Minimum annual deposit is only $500
($300 with PAC or Group billing).

Unionmutual may limit deposits to no more
than two times the payment your clients
indicate on theirapplications.

4. Disability completion
provision.

A modest cost assures yourclients who
qualify that deposits to their plan will continue
if they become totallydisabled.

5. Guaranteed annuity
purchase rates.

This contract provision means you can
protect your clients against rising annuity
costs. At the same time, the contract holder is
permitted to use Unionmutual's annuity rates
in use at retirement time if they are more
favorable.

6. Commissions and service.

First-year commission is 15% on contracts
of regular duration. In all subsequent years,
you earn 31/2%. Notice that commissions do
not drop after 10 years, but continue at 31/2%
of deposits. And you can earn first-year
commissions on certain specified annual
increases.

We also perform foryou and yourclient
when it comes to service. We take care of

many time-consuming details. We provide
thorough and constant attention to all clients.

Whilethere are no fixed premiums, we mail
reminder notices to your clients whenever
you request. And we provide detailed indi-
vidual annual reports.

Get the whole story on how our unique new
Adaptable Annuity can work for yourclients.

L

FREE KIT OF

FACTS AND FIGURES

This sounds terrific. I'd liketo sell the Adaptable
Annuity.
El Please send me some additional information.

Il Send me the complete kit of information and
have a local representative contact me.

r

 Name
 Firm
 Address
| City

State Zip

Mail to: Art Ross, Director
Retirement Income Needs

Department A
Unionmutual, 2211 Congress St.
Portland, Maine 04112

or call (207) 775-4411

-1

Unionmutual
 I-v70 Proven Performance in Pensions

© Unionmutual Stock Life Insurance Co. of America, Portland, Maine

Unionmutual Stock Life Insurance Company of New York, New Yodc. N.Y.

*Statutory regulations require the following product
adjustments:

1. The current interest rate is 8% annually in Maryland,
Massachusetts, Michigan and New York.

2. The minimum interest guarantee is 4% in New York.

3. The Adaptable Annuity is not yet available in all States.
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Says home health care can reduce premiums
By MARGARET LeROUX

KALAMAZOO, MI.-Tames
Bischoff has a solution for employe
benefit managers who are engaged
in a budget battle with rising hos-
pital costs. It's home health care
and it can decrease group health
insurance premiums by reducing
lengthy and costly hospital stays,
Mr. Bischoff, national insurance
program director for Homemakers
Upjohn, said.

Homemakers Upjohn, a subsid-
iary of the Upjohn Co. is the lar-
gest proprietary health care ser-
vice in the U.S.

"Compared to hospital costs,
home health care costs are one-

third less," Mr. Bischoff said in an
interview.

Cost savings realized by two

employe benefit plans that utilize
home health care services add sta-

tistics to support his statement.
At Eastman Kodak Co., home

health care insurance benefits re-

sulted in an average reduction in
hospital stays of 21 days per pa-
tient which subsequently saved
the company approximately $160,-
000 per year in health care costs,
according to Martin B. Bael, di-
rector of corporate benefits.

Risk Mana*€m€1,1
SERVICES

The Upjohn Co. also uses its
subsidiary for home health care
services. A study done by the
pharmaceutical company showed
that average hospital stays were
reduced by 4.74 days and an aver-
age savings of $325 was realized
in each of 19 cases where employes
or their dependents took advan-

tage of home heath care benefits.
The study represented a 12 month
period ended June 30, 1975.

In a report to the U.S. Senate
special committee on aging, the
National Assn. of Home Health

Agencies noted that if the hospital
stay of one patient in 20 was
shortened by only one day at a
daily cost of $70, the total hospital
cost to the American people would
be reduced by almost $100 million.

A home health care program
sponsored by Associated Hospital
Service of New York and covered

by Blue Cross achieved reduced
costs of $3.6 million for the first
3,000 cases.

The total figure includes patient
savings of $2.1 million and Blue
Cross savings of $1.3 million. The
aggregate hospital stays for the
5,000 cases was reduced by more
than 113,000 days.

Combined hospital and home
care averaged 90 days at a per
diem cost of $10.24. The average
per diem Blue Cross payment for
the in-hospital portion of the com-
bined care was $31.28; for the
home care portion, $3.05.

Yet despite the cost savings,
companies that have home health
care included in their benefit plans
report it is underutilized.

Physician resistance to the idea
of home health care was cited by
one benefit manager as a reason
why "the idea is not exactly
catching fire."

A report by the Health Services
Administration in New York notes

other obstacles to home health

care. Among them are: Reim-
bursement policies by third-party
payers that encourage hospitaliza-
tion; Medicare and Medicaid pay

Steadyas
yougo.

We've been writing insurance for 133 to the latest in writing instruments: markers
years - steadily and continuously in the and computers. But we're still providing
seafaring tradition. insurance in the seafaring tradition.

Starting with the writing of marine We learned very early that the sea-
policies with quills in 1842, we've advanced farers who plied the oceans of the world

--- ---- - < wanted insurance from a company that
knew its policyholders' business. They also
expected quick and thorough service,
prompt and ungrudging claims settlements
and the security of an insurer which backed
each policy with well-harbored resources.
They appreciated our "policyholders first"
attitude.

This seafaring tradition has made
Atlantic the choice of mariners and shippers
both then and now. Extended to our com-

mercial and personal coverages, the sea-
faring tradition is also favored by business
and industry large and small- and by dis-
criminating individuals who appreciate the
fact that quality does count when selecting
insurance.

Insurance in the seafaring tradition is
available from the Atlantic Companies only
through selected independent agents and
brokers. Ask for quality insurance in the
seafaring tradition-from Atlantic.

ghe ollEmitic 4„*frnito
Atlantic Mutual Insurance Company • Centennial insurance Company

Insurance in the seafaring tradition since 1842.
Home Office: 45 Wall Street, NewYork, N.Y 10005

only a part of home health care
costs and restrict the service to

those who need skilled nursing;
and a trend away from home ser-
vice and a tendency to treat pa-
tients at a central facility or in a
physician's office.

Home health care services don't

always include registered or prac-
tical nurses. A range of domestic

services such as housekeepers,
home managers, to handle shop-
ping and meal preparation and
babysitters are also available.

Homemakers Upjohn is among
the largest for-profit home health
care service organizations with

217 offices in the U.S., 16 in Can-
ada and a staff of 52,000 employes.
Medical Personnel Pool, headquar-
tered in Ft. Lauderdale, has 90
offices in the U.S. and is second

in size. Home health care services

are also provided by Staff Build-
ers Medical Services and Olsten

Temporary Services Inc., both in
New York. Other home health

care services include the Visiting
Nurses Assn. and the U.S. Public

Health Service.

Mr. Bischoff explained that
Homemakers Upjohn generally
contracts for services with insur-

ance companies, though they also
contract directly with corporate
benefit plans.

The company published a cost
analysis of home health care late
last year which noted the dilemma

of "too many people requiring
care, not enough manpower and
not enough money."

The home must be re-estab-

lished as the center of care so

that resources will go where they

can do the most good for all," the
report stated.

A study by Blue Cross-Blue
Shield of Greater Philadelphia
based on 10 years' experience with
a home health care program co-
ordinating nursing, therapeutic
and ancillary medical services
reached several favorable conclu-

sions. Among them:
• Physicians services can be

expanded to more patients when
this level of home care service is

available;
• Hospitals can increase the

use of existing facilities and en-
large their services to the com-
munity without a corresponding
capital investment;

e Blue Cross subscribers can be

provided a broader range of bene-
fits for medically required health
care services without a related in-

crease in subscription rates. •

Lloyd's must
pick up now

SAN FRANCISCO--The Cali-

fornia court ruling that Aetna and
Harbor insurance companies have
exhausted their limits as primary
carriers for Union Oil Co. and that

Lloyd's of London and British in-
surance companies must now as-

sume primary responsibility for
defense of Union in litigation over
settlement of the Santa Barbara

oil blowout of 1969.

At the time of the blowout

which covered Santa Barbara

beaches with oil, Union had cov-
erage with Harbor for 50 % of any
loss in excess of $50,000 with a
limit of $475,000.

Underwriters at Lloyd's had
50% of any loss over $50,000 and
up to $475,000 and the total U.K.
market underwrote excess cover-

age of approximately $21 million.
Under the court of appeals de-

cision, Aetna will recover $242,-
974.20 from Harbor and, when all
litigation against Union Oil has
been resolved, costs will be pro-
rated. '
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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, men-

tioning that you saw the offering in Business Insurance. Read-

ers are welcome to submit items for possible inclusion in the
column. All items that are free and have informational value to

readers are eligible. The column will also consider items for
which there is a modest handling change. A sample of your
literature should be sent to Info for Buyers, Business Insur-
ance, 740 Rush St., Chicago, Il. 60611.

• Introducing the Top Security
Policy: The Unpackaged Package
is a brochure outlining the fea-
tures of Zurich-American's multi-

peril policy. The "unpackage" pol-
icy allows agents and brokers to
meet the particular needs of many

businesses. For a free copy, write
M. Montgomery, Zurich-American
Insurance Cos., Communications

Department T, 111 West Jackson
Blvd., Chicago, Ill. 60604.

Corretora De Seguros S.A., Caixa

Postal 770, Rio de Janeiro-RJ, Bra-
Zil.

• A new in-house discount offer-

ing or benefit is now available in
the form of a Medical Emergency

Information Kit. The kit contains

a laminated card, bracelet, decals,
and stickers designed to reduce the
severity of accidents by providing
vital medical information and

authorizations for treatment of un-
conscious victims. The cost in

quantity is $2.50 each, plus the
bracelet at $1.50 when necessary.
For more information and broch-

ures contact Dr. Pickar, Medical
Emergency Information Inc., P. 0.
Box 13124, Orlando, Fla. 32809.

The next time you're stuck with a
problem that's not being solved
through "normal"
channels call IWest.
Our market

knowledge
provides you the
opportunity of
placing your
risks quickly and
efficiently. Our market
access opens doors to ,
the kinds of capacity you're
looking for and our market control
assures you of a reasonable pricing
structure in today's marketplace.

IWest specializes in umbrellas,
tough primary liability, special
risks, aviation, surplus lines, com-

Stockton, CA

(209) 948-0555
Encino, CA

(213) 990-8400

t

. Insurance In Brazil is now sum-

marized in this brochure prepared
by the Citibank including prop-

erty damage covers, business in-
terruption, employe benefits, and
reinsurance. For a free copy, write
Henry C. Whitney, Mgr., Citibank

• The Nuclear Regulatory Com-
mission has issued new Fire Pro-

tection System Guidelines, part of
its Standard Review Plan used by
the NRC to review applications to
build and operate nuclear plants.

The guidelines will be used after

You don't need a
difficult underwriter

in difficult times.

Portland, OR

(503) 292-8828
Seattle, WA

(206) 363-1303

*West Insurance Managers Exclusively for West Coast Producers.

mercial property, and
municipal liability.
It's a shame when

serious producers waste
valuable hours searching for

markets when the solution to

marketing problems is as close
as IWest Insurance Managers.

Providing solutions is standard
with us. That's why Producers who
know us rely on IWest to make dif-
ficult and unusual risks look easy.
So, give yourself a break and
call us.

IWest: Insurance Company
Managers. General Agents. Special
Risk Underwriters. Surplus Lines
Brokers. Most importantly, we're
the Producer's Producer.

Palo Alto, CA
(415) 329-8020
Fresno, CA

(209) 226-8042

July 1 to evaluate fire protection
acceptability of designs and pro-
cedures in construction permit ap-
plications. Single copies are avail-
able by writing to the Director,
Division of Systems Safety, U.S.
Nuclear Regulatory Commission,
Washington, D.C. 20555.

• The National Crime Prevention

Assn. is offering free its pamphlet
explaining the new organization's
purposes, program and membership
information. For copies write the
National Crime Prevention Assn.,
1750 Pennsylvania Ave., NW,

Washington, D.C. 20006.

• How to use life insurance and

variable annuities in deferred com-

pensation plans for employes is the
purpose of INA's Deferred Income:
Some Professional Considerations.

The 12-page booklet is available
free from INA, 1600 Arch St., Phil-
adelphia, Pa. 19101.

• Closing in on GAAP, from

Washington National Insurance
Co., describes the principles used

by them to develop their financial
statements. The booklet is designed
to show how one company derived
its reported earnings on a GAAP
(generally accepted accounting
practices) basis. For a free copy
write R. N. Whiteside, public re-
lations Dept., Washington Nation-
al Insurance Co., 1630 Chicago
Ave., Evanston, Il. 60201.

• Health Benefit Cost and Quality

Control, published this month by
Health Application Systems, de-
scribes costs and controls similar

to loss engineering for managing
other corporate insurance pro-
grams. Controls are based on "pat-
terns of treatment" computer pro-
grams. Data sheets will be provid-
ed with detailed information about

systems functions. For a free copy,
write Lynden N. Kendrick, Health
Application Systems, 1633 Bay-
shore Highway, Burlingame, Ca.
94010.

• The Health Insurance Institute

has published the 1975-76 Source
Book of Health Insurance Data. It

reports the number of persons in
the U.S. with private health insur-

ance protection, amount of health
insurance premiums received and
benefits paid. Single copies are
available free by writing to the In-
stitute at 277 Park Ave., New York,
N.Y. 10017.

•Do You Value Life ... Insur-

ance Enough?", a pamphlet pre-
pared by the Prudential Insurance
Co. of America in September, sug-
gests many employers may be tak-
ing their group life insurance plans
for granted. The brochure recom-
mends that employers review their
plans to make sure they take full
advantage of every benefit dollar
spent. For a free copy, write Di-
rector of Group Insurance, Pru-
dential Insurance Co. of America,
3 Plaza, Newark, N. J. 07101.

• A full spectrum of services for

business, insurers, agents and brok-

ers is a brochure that describes the

many aspects of the Insurance Ser-
vice Division of the INA Corp.
INA companies that provide ser-
vices in management, marketing,
financing, and risk management
are listed, along with a brief de-
scription of each and the address.
For a free copy write to the Insur-
ance Service Division, INA 1600
Arch St., Philadelphia, Pa. 19101.

• Financial Statements of Member

Companies documents the under-
lying capacity and stability of Im-
proved Risk Mutuals. A table in
the brochure shows percentage of
participation, date of establishment,
admitted assets, liabilities and sur-
plus to policyholders for each of
the 17 IRM member companies.
For copies write Advertising Di-
rector, IRM, 15 N. Broadway,

White Plains, N. Y. 10601.

• ESIS/Loss Control Services is a

brochure detailing ESIS Inc.'s ser-
vices, including OSHA-oriented in-
spections and total loss control
systems. For a copy of the bro-
chure or more information, con-
tact: Stanley A. Greene, vp, ESIS
Inc., Two INA Plaza, 13th Floor,
1600 Arch St., Philadelphia, Pa.
19101.

• Let's Clear the Air About Res-

pirators, a brochure from the
Willson Products Division of ESB

Inc., is designed to help the work-
er and industry understand the
need for on-site personal respir-

atory protection. Written in ques-
tion-and-answer format, it out-
lines the problem of respiratory
hazards, offers the essentials of a

comprehensive protection program,
explains how respirators fit into
safety programs and shows the
types and functions of respiratory
devices available. For a free copy,

write to Stephen A. Neimiller III.
Willson Products Div., ESB Inc.,

P. O. Box 622, Reading, Pa. 19603.

• Many a tax dollar may be saved
by knowing tax codes that affect

insurance proceeds, involuntary
conversion, replacement, directors
and officers reimbursement, etc.
and by recognizing when to call
tax counsel. Taxes and Risk Man-

gement Decisions, available from

Practical Risk Management for
$7.50 a copy, is obtained by writ-
ing: Ros Mcintosh, editor. Prac-
tical Risk Management, 680 Beach
St., San Francisco, Cal. 94109.

• Obtaining information in pro-
ducts liability cases is made easier
with a questionnaire guideline
available from Insurance Co. of

North America. The questions re-
fer to appropriate chapters and
sections of a leading products lia-
bility legal reference service. For
a free copy and a description of the

Consumer Products Safety Act,
write Stanley A. Greene, director
of marketing, Consumer Protection

Services Division, INA, 1600 Arch
St., Philadelphia, Pa. 19101.

• Four out of 10 businesses never

reopen when their records are de-

stroyed by fire, says Mosler Safe
Co., on the cover of its brochure
describing Record Safes. The book-
let presents information on how
to make a decision about what

kinds of safes are needed for spe-
cific kinds of businesses and loca-
tions. The brochure describes dif-

ferent kinds of time-delay combi-
nation locks, and various kinds of
construction providing protection
against very hot fires or explo-
sions. For a free copy, write Mos-
ler Safe Co., 1561 Grand Blvd.,
Hamilton, Oh. 45012.

• Marshall and Stevens, multi-

national appraisers, have prepared
a concise folder, How To Insure

Your Insurance, that points out
some of the "traps" in the corpor-
ate insurance policy. The folder
digests more than 40 years of ex-
perience helping clients make sure

they are covered, current and ready
in case of fire. For a copy write to
Marshall and Stevens, 1645 Beverly
Blvd., Los Angeles, Ca. 90026.

• The Winning Safety Team:

Buyer, Broker, Underwriter is a

pamphlet available from Johnson
& Higgins. Written by A. J. Sluy-

ter, a member of Johnson & Hig-
gins' loss control department, the
pamphlet was originally a paper
presented at the Insurance Buyers

Assn. of Pittsburgh in 1961. Up-
dated to include federal safety
legislation, it shows how the com-
bined effort of buyer, broker and
underwriter can successfully re-
duce casualty insurance costs. For
a free copy write Production &
Coordination Dept., Johnson &
Higgins, 95 Wall St., New York,
N. Y. 10005.



• Prudential Insurance Co. offers

insights on Coordination of Bene-
fits-How It Works in a brochure

that unravels the complexities of
coordinating payments to em-

ployes under multiple health and
medical insurance programs. The
brief summary offers guidelines
for determining what kinds of
plans need coordinating and for
determining which plan will pay
benefits when more than one plan
is involved. The brochure is avail-

able free by writing to: Ms.

Evelyn P. Augustine, Group Ins.
Dept.-3Plaza, Prudential Insur-
ance Co., Prudential Plaza, New-
ark, N.J. 07101.

• The National Fire Protection

Assn. is offering a Catalog of Pub-
lications and Visual Aids. The

52-page catalog contains more than
600 titles-books and booklets,
films, training courses, posters,
speakers' aids, and educational
material for employes, firefighters
and the general public, plus the
current edition of each NFPA

standard and code. Free copies are
available by writing, National
Fire Protection Assn., 470 Atlantic

Ave., Boston, Ma. 02210.

e Safety First Products Corp. is
offering its Safety First Fire Pro-
tection Folder, which contains
literature on portable fire extin-
guishers, wheeled and station-
ary extinguishers, automatic dry
chemical restaurant systems, au-
tomatic dry chemical industrial
systems, automatic Halon 1301

systems and completely mobile
dry chemical systems. Copies are
free, available by writing to Safe-
ty First Products Corp., Adver-
tising Dept., 3684 Meadow Lane,
Cornwell Hts., Pa. 190200.

• Valuation of Business Enter-

prise, Capital Stock, Intangible
Assets, Equity Securities, Debt Se-
curities outlines complex business
problems for which financial valu-
ation might help find solutions.
The booklet is published by Valu-
ation Research Corp. and dis-
cusses the degree to which factors
other than income alone in a busi-

ness create wealth for owners and

shareholders. For a free copy
write to: Michael Colhoun, Valu-
ation Research Corp., 250 East
Wisconsin Ave., Milwaukee, Wise.
53202.

• Western Safety Equipment's
44-page catalog illustrates and de-
scribes 62 eyewashes and more

than 100 emergency drench show-
ers. Special emphasis is on port-
able eyewashes, free-standing
showers, and lab installations. All
OSHA approved. For a free copy,
write to P. M. Lindley, Director of
Advertising, Western Drinking

Fountain, Box 47, Glen Riddle,
Pa. 19037.

• Underwriters Adjusting Co. is
offering Employers' Liability, an
examination of worker's compen-
sation policy in regard to the ac-
tions of an insured employe. The
liability of an employer to a de-
fendant who has been sued by an
injured employe is one of the most
rapidly developing areas in the
field of contribution and indemni-

fication. For a free copy, write to
Underwriters Adjusting Co., Syl-
via T. Jurkovich, Director of Com-
munications, 224 S. Wacker Dr.,
Chicago, Il. 60606.

• Shippers, consignees, ocean car-
riers, pont and terminal operators,
air terminal operators and insur-
ance underwriters will find Car-

go Loss Prevention Recommenda-

tions in a booklet prepared by the
International Union of Marine In-

surance. There is a special section
on cargo loss prevention for con-
tainerized shipments. Copies are
$1.00 and available from the In-
ternational Insurance Monitor, 150
W. 28th St., N. Y. 10001.

• Because many companies do
not know What To Do About the

Employe With a Drinking Prob-

lem, Kemper Insurance Cos. are
offering a booklet which shows
how to help reduce costs and re-
tain valuable employes by initi-
ating a positive response to this
problem. For up to 50 copies free
of charge, write to the Advertising
and Public Affairs Dept., (D-1)
Kemper Insurance Cos., Long
Grove, Il. 60049.

• Risk Management by Mandate
provides a chronology of federal
safety and health legislation from
the beginning of workers' com-
pensation laws through the enact-
ment of the OSHA Act of 1970.

Included are chapters,on consum-
er and product liability and en-
vironmental and health risks.

Copies are $5.95 plus shipping and
handling. Write: Management Re-
search & Development Institute
Inc., 321 E. William St., Wichita,
Ka. 67202.
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with the personal touch...

Philadelphia Manufacturers

Is a retirement plan aging you before your time?

Now-riRISA help from six of the countruk
most able pension experts for 83.23 a week.
There isn't anything wrong with the
Pension Reform Act (ERISA in Wash-
ingtonese) that can't be remedied by a
bracing infusion of simplicity: The
Research Institute of America's
Pension Coordinator.

Congress really outdid itself with
ERISA. The Act itself sprawls over 136
closely printed pages in the Congres-
sional Record. And its ambiguities
would buffalo even a Philadelphia
lawyer.

Not even the government understands
this law. Recently, James D. Hutchin-
son, administrator of ERISA programs
forthe Department of Labor, told a 30-
year-old interviewer that ERISA "may
be in place in time for your retirement."

And The New York Times observes that

"an employercould comply now with
what hetakes to bethe regulations,
later find that the regulations have
been made less strict, and yet be
unable to reduce benefits."

Nowonderthousandsof companies
have already thrown up their hands
and abandoned their retirement pro-
grams! No wonderpension adminis-
trative costs are expected to rise be-
tween 50% and 100°:.

But there is a guide through this mess:
The Research Institute of America's

Pension Coordinator.

ERISA unraveled

The Pension Coordinator is a compre-
hensive, three-volume, loose-leaf ser-

vicedesigned toanswerall ERISA
questions-and to provide every form
you need to comply with the law's
myriad requirements.

A team of senior CPA's, tax lawyers,
and a bank retirement-plan specialist
worked for five months to produce the
Pension Coordinator. And their work

continues. for the Pension Coordina-

tor is continually updated by critical
new material. The Pension Coordina-

tor provides:

;,a complete summation of ERISA
registration, reporting, and disclos-
ure rules for 1976 and beyond-

clearly defining who must report
what. to whom. and when.

expert analysis, with RIA's Recom-
mendations, Observations, Illustra-

tions, and Cautions.

110'all retirement plan funding require-
ments

a complete section on taxation of
benefits.

Vclear cescription of prohibited
transactions.

ilall ERISA forms, full-size forease
of reproduction, and

Vsample filled-in forms with explana-
tion of all entries.

Vtwice-monthly supplementation in
the form of new loose-leaf pages,
plusan extra update-the monthly
Pension Alert newsletter.

The Pension Coordinatorcosts $168 a

year. It will almostcertainly save your
company many, many times that. A
subscription putssix of the best U.S.
ERISA expertson your side_for $3.23
a week.

Orderthe Pension Coordinator now-

forthesake of youremployees, your

stockholders, and yourself. Just clip
and mail the coupon.

The Research Institute of America, Inc.
589 Fifth Avenue, NewYork, N.Y. 10017, Dept. WSJ476

Clip and mall today

Pension Coordinator
Research instituteof America, 589 Fifth Avenue, NewYork, N.Y 10017, Dept. 81-676

Please enter my
one-year subscription
to The Pension

Coordinatorand

0 Bill me later atthe
annual rate of $168.

E] Bill me later in

four quarterly install-
ments of $45 each.

Please type or print clearly:

NAmA Title

Company

Addrpqq

City State 7ip

Signature

Local sales tax added where appl cable, plus shipping and handling

The RIA Pension Coordinator Editorial Stall

Charles E. Elting, a tax research
lawyer since 1948. took his A.8.

 from Pale and his J.D. from Har-vard L3W School. He also hilds an

LL.M. from New York University.
He is an Adjunct Professor of Tax-
ation at N.Y.U. and Pace Uriver-

sity Graduate School 01 Business
Administration, and a memier of
the Ne,v York and Connecticut Bars.

Harvey Grosberg received tis J.D.
from Aew York University alter

. undergraduate studies at Syracuse.
A merrber 01 the New York Bar, he
served as an IRS Estate and Gift

Tax examiner before joining RIA

 Raymond W, Hadrick received hisB.S trim the Wharton Schcol and
his J.D. from Harvard Law School,
A member of the Massachusetts
and Florida Bars. he is also a Certi-
fied Puilic Accountant.

Harold M. Mandell, a tax research

lawyersince 1952. holds a B.S.S.
from C ty College of New Yo-k, an
LL.B. End LL.M. from New York

? * University, and a J.S.D. from
Brooklyn Law School. He is a mem-
ber of lhe New York Bar.

James M. Russell heads th: Re-

search Institute's Washingtcn Tax
Bureau. A tax lawyer and CPA. he
received both his A.B. and J. D.

from George Washington
University.

...

Jack S. Older received his B.S.
from the Wharton School ant his
LL.B. 1 -om the University of Penn
sylvania. A member of the New
York Bar. he is Adjunct Professor
of Taxa-ion at New York University
and Senior Vice President of The
Bowery Savings Bank.

The Research Institute of America was founded in 1935.

to interpret complicated legislation, regulations. and
government directives for business and professional
people. Today it is the world's largest private mEnage-
ment advisory organization.

Clord,nato
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Preventing bank hold-ups in robbery
capitol of US takes trickymaneuvers

By JOANNE GAMLIN

LOS ANGELES-Smaller

banks and savings and loan insti-
tutions are more apt than are
their giant competitiors to observe
a relationship between devices to
foil hold-ups-such as cameras
and fake money packets-and
their banker's blanket bond in-

surance.

This is true, in part, because
the 'take' in bank robberies is pea-
nuts compared to monetary losses
from other sources. The Trust Co.

of Georgia, in Atlanta, for in-
stance, had four robberies in 1975,
for which the total loss was $2,-
800. Losses from external fraud,
forgeries and cash dispensing
units, however, came to more than

$200,000 in 1975, Brooke Blake,
director of security, told Business
Insurance.

Furthermore, while the average
loss in a bank hold-up averages
between $6,000 and $7,000, banks
of medium to large size have huge

Risk Manad€in€nt
SERVICES

per occurrence deductibles on

their banker's blanket bond cov-

erage. A Seattle bank, for ex-
ample, boasts a $250,000 per oc-
currence deductible on its banker's

blanket bond coverage, according
to a spokesman.

The security officer for the
same bank disclosed that the false

money packet, installed in
branches with the most critical

robbery exposures, has aided in
the apprehension of about a dozen
robbers in the 12 months it has
been installed in these units. Word

of the trick packets seems to have
leaked to the "street," he added;
at least, he said his bank has suf-
fered fewer hold-ups this year
than had been anticipated.

"There is a deterrent effect,"
the security officer affirmed.

Evidence for such an impact
was posited by Mr. Blake who
recalled that in one instance the

false money packet, which The
Trust Co. of Georgia buys from
ICI of -[AS. Inc., a subsidiary of
Imperial Chemical Inc., London,
facilitated the recovery of $12,000.

I-.

Employes are trained to fo low the robber's instructions so detection of
foiling d€vices isn't always possible.

The robber abruptly drorped the
money when the packet did its
trick by emitting a cloud of pink
smoke and tear gas as he was rae-

ing toward his get-away car after

CALLUS
.

-

THE BIG ACCIDENT. The explosion shown in this picture caused extensive
equipment darnage and a costly production interruption for a southwestern
chemical company. Accidents involving pressure vessels, generators heating
and cooling systems, and all kinds of mechanical and electrical equipment
happen every day. In factcries, hospitals, hotels, office buildings, schools.
youname it. Manycould beprevented

If you believe the Big Accident can
only happen to the o:her guy, we
should talk. Before it happens to you.
We know that 60 percent of all acci-
dents caused by power-producing
equipment can be prevented by
proper maintenance and efficient
inspections, and that's why we should
talk.

Our 800 loss prevention specialists
have had more experience with more
kinds of equipment than all other
boiler and machinery insurance com-
panies combined. They make mire
inspections in amon:h than most
insurance companies make in a year.
Their assignment is tz help keeT the
Big Accident from happening to you.
For our protection, cetinly. But you
benefit, too. Nobody wants an
accident. Call us. Before it's too late.

In Atlanta, call Pete Peterson; in
1 Baltimore, Bill Finlcry; in Boston,Jack

Flodin: in Chicago, Dive Carlscn;
in Cincinnati, Fred V=,ges; in Cleve-
land, Bill Stewart; in Denver, John
Cline; in Detroit, Russ Driscoll; in
Hartford, Gordon Kreh: in Housbn,

Otto Postma; in Los Angeles, Walt
Durell; in Minneapolis, Marlow Kirk;
in New Orleans, BobGreeson: in
New York, Jim Thompson; in Phila-
delphia, Bill Mount; in Pittsburgh,
Chuck Fry; in St. Louis, Bernie
O'Connor; in San Francisco, Jim
Baas; in Seattle, Charlie Marsh; in
Syracuse, Ivan Hawk Let's talk.

HARTFORD STEAM BOILER
INSPECTmi AND INSURANCE

leaving the bank.
"In every robbery fhere the

teller has givan out the packet, the
criminal has been caight," de-
clared Mr. Blake.

He concurred, nonethaless, with

other bank spokesmen who main-
tain that the false money packet
has had little impact on their
banker's blanket bond ccverage
For the Trus: Co. of Ge=rgia, that
coverage comes with a compara-
tively low $25,000 per :ccurrence
deductible.

One reason for the a-sence of

any impact, proposed Mr. Blake,
is that underwriters d zmonstrate
little or no interest in a bank's se-

curity program.
"In the eight years I've been on

this job, I have yet to see an in-
surance mar_ reviewing our se-
curity program," he sail.

"Naturally, if robbery losses
become astronomical, I wc·uld get
involved," agreed Norm:r S. Win-
temute, assistant vp, Bank of
America. "But as it is, most if not
all of our hold-ups fan into the
range of the deductible on our
banker's blanket bond. '

Both insurance managers and
bank security officers theorize,
nevertheless, that hold-up foiling
devices do exert a deterrer-t effect
on the would-be criminal.

The insurance managfr of a ma-
jor California bank which Lises a
fake money packet manufactured
by U.S. Currency Protection Corp.,
Scottsdale, Az., in about 15 % of its
branches, said he hopes the de-
vice will turn away enough hold-
up men to enable the bank's rob-
bery losses to be cont ained, if not
actually reduced.

"All I wart is for the rcbber to

go someplace else," he said. "If
these devices do that job, I am
satisfied."

California banks would appear
to be ace targets for hold-up pro-
tection services due to the state's
celebrated reputation for bank
robbery crimes, and not just those
perpetrated by Patty Eearst. Los
Angeles, for example, is known
as the "bank robbery eapital of
the U.S." and Lt. Frank Mullens,
head of the Los Angeles yolice de-
partment's bank-robbery squad,
pointed out that hold-ups rose
20 % in the first quarter of 1976.

Lt. Mullens said that in his view

surveillance cameras, rather than
the fake money packets, create the
most powerful deterrem effect on
potential criminals.

Surveillance cameras, which are
usually installed near Every pri-
mary exit in a bank, cost between
$500 and $600, including installa-
tion.

Lt. Mullens pointed z,ut that a
major California bank was a prime
target for hold-ups betore it in-
stalled cameras in all its branches.

Since the coming of :hz cameras,
according to Lt. Mullens, the bank
has benefited from a "drastic de-
crease " in robberies.

However, that same bank is
currently putting in fallhe money
packet devices in all of its units,
according to a company spokesman



who stressed that the bank does
not wish to be identified. He said
the bank is buying the devices
from both U.S. Currency Protec-
tion Corp. and from ICI of the
U.S. Inc. The cost, he added, is
about $1,600 for packets for six
tellers.

Some banks-such as The Trust
Co. of Georgia-are not shy about
having it known that they use the
false money packets.

Paul Keniston, director of mar-
keting, U.S. Currency Protection
Corp., said that institutions which
buy fake money packets from his
firm are the recipients of a guar-
antee which states that if the bank
does not get its money back with-
in 30 days, U.S. Currency Protec-
tion will re-imburse it up to the
cost of the original investment in
the system.

Mr. Keniston explained that his
company's device, called "cur-
rency guard," bears the appearance
of a packet of $100 dollar bills.
The bills are coated with an invis-
ible chemical. In addition, there is
a tiny receiver hidden in the cur-
rency which is activated by radio
frequency by a transmitter in the
bank's door-when and if the rob-
ber makes his exit through the
door. The packet is timed to emit
gas and dye.

Harold Robeson, who owns the
patent on the packet device pro-
duced by ICI of the U.S., said that
the ICI unit usually contains tear
gas.

"Generally, the thieves will
abandon their cars and give up the
money when the smoke and gas
goes up," he explained. Some
banks reportedly are nervous about
using the fake money packets for
fear of litigation from drivers in-
jured in accidents which conceiv-
ably could occur if a stunned rob-
ber rams another vehicle.

Mr. Robeson went on to say
that although the tear gas in his
units is calculated to make the in-
terior of a car "unbearable" if all
the gas gets out, "a good number
of robbers will continue their es-
cape."

Still, he pointed out, "money in
our units is stained red and so
even if the criminal gets away, the
chances are that the stained
money will be spent rapidly and

Fire losses down
Estimated losses from fire in the

United States total $335 million,
down $6 million from the March
1975 total the Insurance Services
Office reports. The rating organi-
zation, using company reports of
insured losses, said the figure rep-
resents a 2% decrease from 1975.

our

Milwaukee
team

is

LAUB GROUP INC.

324 E. Wisconsin Ave.

271-4292

SEE OUR AD ON PAGE 26

eventually returned to that bank
that was robbed."

He asserted that the apprehen-
sion rate of banks and S/L's using
the ICI device runs close to 60%
to 65 %. The dollar recovery is
about 64%, he said.

"Out of $1,715,287 taken in
hold-ups last year, we figure that
$1,700,271 was recovered, he re-
lated.

Besides the Trust Co. of Geor-
gia, Mr. Robeson said that the
First National Bank, Columbia,
S.C., First Pennsylvania Bank of
Philadelphia and the First Nation-
al Bank in Louisville all use the
ICI device in at least some
branches .

Lt. Mullens of the Los Angeles

department said that while the re-
covery of money through the use
of the fake packets has been good,
criminals are growing wise to the
devices. He said they now may
emphatically resist when a teller
brings a trick packet forth in re-
sponse to a hold-up gun. •

EN D
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PACIFIC COAST

Some different approaches to lumber exposures.

Security services that
turn- off a thief

and
turn-on a treasuren

Like many business

executives, you're inter-
ested in getting more
effective security for your
company. But across
the table isyourtreasurer
and/orcontroller who is
more interested in lower-

ing overhead, not adding
to it. The answer?
Pinkerton's.

First off, we analyze
your security problem.
Then work out a solution geared to the precise
needs of your company-designed to reduce
your losses due to theft, pilferage, malingering
or vandalism. Because of our size and range of
professional services, we can provide what
you need-when you need it-whereyou need
it-and for as long as you need it. Whether it's
uniformed guards, patrol and inspection units,
electronic equipment, an employee ID system
or investigative services.

Then there are the cost-saving advantages.
Using Pinkerton's, you turn otherwise fixed
operating costs into easier-to-manage variable
costs. We free you of the expense of recruiting,
training and equipping security personnel-of
payroll handling and personnel administration

- of vacation replace-
ments and special situa-
tion personnel. What's
more, wages-as well
as escalating pension
and fringe benefits which
already amount to 32.7%
of each payroll dollar-
also become a variable
rather than a fixed on-

going expense. More
flexible. Easier to control.

To find out more, mail
thecoupon below. We'll rush you full information
about how Pinkerton's can help hold down the
cost of effettive security for your company.

PINKERTON'S, INC. 81 6-14-76

100 Church St., NewYork, NY. 10007
Attn: Executive Sales Dept.
Pinkerton's of Canada Limited, Montreal, P.Q.
Please tell me more about how Pinkerton's can help ho'd
down the cost of effective security for my company

Namp

Title

Company

Artrlrniv

City StAt. 7ip

1 Pinkerton's the professionals
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Environmental services burgeoning and battling
By JANE WINEBRENNER

CHICAGO-Environmental con-

sulting services and their fees have
become as complex as, well...
Environmental Protection Agency
rules and regulations.

For the risk manager who has
not had much experience with en-

vironmental consultants, there are
several ways to find a way

through the maze of over 2,500
consultants listed in the 1975 En-

vironmental Science and Technol-

ogy yearbook put out by the
American Chemical Society.

William L. Stiens, loss control
manager of Borg-Warner Corp.,
which uses many consultants,

gives some basic advice before
contracting with a firm:

"To start, work with the engi-
neering people at your plant; con-
sult with them and then with the

trade associations to find people
who have been working with en-
vironmental corisultants.

"Some are good but some are
not so good. The only thing you
can do is check the track record

very carefully of environment-
al consultants-see who they've
worked with and check with those

companies to see if they're satis-
fied," Mr. Stiens advised.

Borg-Warner, a multinational
firm with about 60 plants, pur-
chased its own environmental

consulting firm two years ago. The
firm, Kem-Tech in Baton Rouge,
La., which specializes in chemi-
cal and petrochemical consulting,
serves Borg-Warner and others.

Mr. Stiens said, however, that
Borg-Warner's volume of environ-
mental consulting services is great
enough that they use both Kem-
Tech and outside consultants. He

said they have been buying such
services for the last 10 years.

The need for environmental con-

sulting apparently has not slack-
ened, even though less public at-
tention is focused now on pollu-
tion and polluters. Mr. Stiens said
his need for consultants "may have
increased" over the years.

"The big problem we found is in
the proliferation of regulations.
We've had a bit of problem in the
past where a state regulatory agen-
cy goes far beyond federal recom-
mendations," he said.

While the need seenns to have
increased, several environmental
consultants said their business has
leveled off as companies cut back
on environmental measures be-
cause of the recession. In addi-
tion, more corporations are using
in-house consultants and engi-
neers.

For companies that still must go
outside for assistance, however,
there are no easy rules to follow
in trying to determine prices for
the consulting.

Most consulting firms offer ini-
tial environmental impact state-
ments, pollution monitoring ser-
vices and proposals, charging on an
hourly basis. Beyond that, there
are no easy generalizations.

Consulting services can be pro-
vided by an insurance carrier for
policyholders, by insurance conn-
pany or broker-affiliated firms, or
by a completely independent, tech-
nically-oriented firm.

Among the more well-known
insurance company offshoots are
NATLSCO, a division of Kemper
Insurance Cos.; ESIS, a wholly-
owned subsidiary of INA, and
Aetna Technical Services.

Marsh & McLennan offers as
one of its technical services Clay-
ton Environmental Consultants,
Southfield, Mi. Other large insur-
ance brokers, such as Alexander
and Alexander, Fred. S. James,
Corroon & Black, and Johnson &
Higgins, do no environmental con-

sulting. Instead they go on a case
by case basis, and either advise the
client to use environmental con-

sulting or help to arrange for con-
sulting services.

Sid Blackman, vp of loss control
at Corroon & Black, said his de-
partment makes arrangements to
do studies on a request basis.
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A. L. Anthony, vp of Johnson &
Higgins said his company does not
get into environmental consulting,
in an effort to avoid duplication of
services. "We try not to compete
with underwriters with whom we

work," Mr. Anthony said.
Dan Benevich, vp of Natlsco,

said they are connected to Kem-
per only through claims handling.

"From the standpoint of ·a con-
sulting service, we don't discrimi-
nate between clients as to policy-
holder or non-policy holder."

Natlsco, with headquarters in
Long Grove, Il., does all consult-
ing work for a client, short of pur-
chasing and construction. Cost for
senicr consultants who do most of

the work, can run between $30

and $45 an hour, depending on
the type of consultant working on
the case, his seniority, and the type
of equipment used. A computer
analysis, for instance, is more ex-
pensive and is usually associated
with noise pollution studies.

Robert Soule, vp and laboratory
services director at Clayton, said
their costs vary from $25 to $50
an hour. For an average-size com-
pany wanting a one-shot monitor-
ing sample done, for example,

about two weeks worth of work

would cost from $6,000 to $10,000.
At Clayton, all types of environ-

mental consulting are done: air,
industrial hygiene, water„ solid
waste and energy conservation.
Among Clayton's services are
evaluation and solution of envi-

ronmental problems feasibility
studies, research, field studies and
analysis.

Radian Corp. in Austin, Tx.,
does impact statements, research
and development as well as proto-
type development and marketing
and leasing of pollution monitor-
ing systems, among others. A sub-
sidiary of the Hartford Steann
Boiler Inspection & Insurance Co.,
Radian has been in existence

about seven years, according to
Neil Kocurek, vp of the technical
staff.

He pointed out that customers

1144

have included government and
municipal bodies, utilities, paper
companies and refineries. Radian,
like most consultants, bases its
fees on the nurnber of persons
used on a project, the time it
takes, the overhead and equip-
ment costs. The scope of the proj -

ect usually determines its end
cost.

Radian also uses "firm fixed

price" fees if the customer wants;
this means a figure is set, usual-
ly more costly, and the consulting
firm works within that budget.

Some environmental projects can
last two years or more. In these
cases, fees are still charged on an
hourly basis but monthly billings
are sent out to the corporation.
According to Mr. Kocurek and
others, it is difficult, if not im-
possible, to generalize on the cost

1
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Woodward Clyde Consultants,
based in Clifton, N. J., said the
environmental consulting business
is highly competitive, with about
25 major firms vying for business.
He said the number of firms bid-
ding on a corporate project will
depend on the location in the
country (more consultants are in
the West) and what kind of proj-
ect is undertaken.

The procedure usually followed
for engaging a consultant is that
the client gives the consultant
background information on the
problems; on-site inspection (with
the client sometimes paying travel
expenses) is done; and then the
Consultant makes his recommen-

dations, with an estimate of time
and money it will cost to imple-

j ment them.
- Western Environmental Services

A professional engineer in the Environmental Sciences Division of of Portland, Or., charges a fee of
NATLECO, charts a sound level contour map for an industrial plant. $200 plus expenses for environ-

mental impact statements.

and time involved in various pol- Dan Olson a consultant with It may be that there are as many

lution projects. the independent national firm of opinions of consultlants as there

are consultants. Some risk manag-
ers swear by them, others swear at
them, and one said he has not
used any of them even though his
company is involved in a complex
legal battle over pollution.

G. E. Jacobs, insurance director
at Reserve Mining Co. in Silver
Bay, Mn., said his insurance bro-
kers and carrier have not recom-

mended any outside consulting.
Reserve Mining is presently being
sued for dumping wastes from its
iron ore plant into Lake Superior.
Mr. Jacobs said, "At this point, we
would not go out and get outside
advice."

Mr. Stiens of Borg-Warner has
found, however, that the majority
of environmental consultants are

"satisfactory."
"A bad consultant is one who

does not do a proper evaluation
and his recommendations are not

efficient or accurate," Mr. Stiens
warns.

He also said he prefers to

Our insurance in force
is equal to 8.8%

ofAmerica'sGNR
And that makes us one of

the world's leading busi-
ness and industrialinsur-

ers. Moreover, the plant
and equipment which we
protect represent a very
significant portion of our
country's ability to pro-
duce. We are very much
aware of our responsibil-
ity as underwriters and
fire prevention engineers
to see that tle production
machinery of the country

continues to operate with
a minimum of shutdowns

because of fire or other

insured perils. Our ability
to serve industry has
been well proven over
the years by the experi-
ence of our clients.

We pledge to continue, as
we have done for over 85

years, to promote sound
fire prevention practices

by our clients through
our inspection and other
advisory loss control
services. If you would like
to know more, contact
your agent or broker or
one of our regional office
managers or field offices
listed below.

The April 21. 1976. Wall Street journal on page 3 listed

America's Gross National Product as $1,616,000,000,000.

Industrial Risk Insurers' coverage in force worldwide is

5320.000.000.000 or 19.80 of America's GNP.

Industrial Risk Insurers
 FACTORY INSURANCE ASSOCIATION (D OiL INSURANCE ASSOCIATION
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G.W. Crawford, 85 Woodlar.d Street. Hartford, CT 06102. (203) 525-2601
E.W. Arends, 300 West Adams Street, Chicago, IL 60606, (312) 263-1245

A.J. Wert, One Embarcadero Center. San Francisco. CA 94111. (415) 434-3356
R.B. McClelland, Oil Division. 175 West Jackson Boulevard, Chicago, ]L 60604. (312) 939-()54()

Industrial Risk Insurers is a consolidation of the Factory Insurance Association
of Hartford, Connecticut, and Oil Insurance Association of Chicago, Illinois.
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use specialized consultants-those
that concentrate their efforts in
one area such as air or water

pollution.
"They are more familiar with

regulations and techniques in that
one area," Mr. Stien said. "It also
pays to use a consultant located in
the area where the problem is.
They know the regulations of that
state and area."

St. Regis Paper Co. of New
York used several insurer-affili-

ated environmental consulting ser-
vices in the past but found them
"lacking," according to the corn-
pany's insurance director James
Sheehy. He now prefers to use
unaffiliated, highly technical con-
sultants.

He said that while he had not
arrived at an exact cost for his

consulting services, he said it was
about 50% to 75% more expensive
to use private environmental con-
sultants, rather than rely on in-
surance company consultants.

"We have found that several of

the companies have good people
but they have little depth. We find
that the professionals in the con-
sulting business have skimmed off
the cream of the scientists," Mr.
Sheehy said.

Clayton's Robert Soule, after he
emphasized his separateness from
Marsh & McLennan, agreed with
Mr. Sheehy's statements. "Insur-
ance carriers do a quick and dirty
type of survey-their inspectors do
a walk-through type, not in
depth," Mr. Soule said.

As for the future for environ-
mental consulting, Mr. Benevich
of Natlsco feels the need will not
slacken, but its direction will
change.

"In time, the major motivation
for corporations will be the finan-
cial benefits rather than the fear
of regulations. Identifying and
eliminating hazards will mean
fewer injured employes, lower
medical costs and lower workers'
compensation rates," Mr. Benevich
said. ,

$2 billion deficit
A property and casualty insur-

ance underwriting deficit of $2 bil-
lion in 1976 was forecast at an In-
surance Services Office seminar
last month. President John Savage
estimated the corner would be
turned and insurers would return
to profitability in 1977. A panel of
insurance executives said that

among measures needed to mini-
mize losses were: loss prevention,
consumer education and more sta-
tistics. The panelists said liability
exposures in the future will remain
insurable but will be increasingly
expensive.

our

SanFrancisco
team

is

CLIFTON & COMPANY

650 California Street

434-1500

SEE OUR AD ON PAGE 26
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Nuclear advisers and services are

multiplying with energy needs
By MARIE KRAKOWIECKI printing the newsletter since 1969.

NEW YORK-In February about

500 people interested in nuclear
insurance received a short news-
letter. It announced, among other
things, that a surcharge was being
imposed on nuclear policies in New
Jersey, and that the captive which
provides insurance for nuclear

utilities was cutting its rates by
10%.

The sheet, put out by Nuclear

Insurance Consultants (NIC), a
technical service division of Marsh

& MeLennan, was brief, free, and
probably one of the most visible
evidences of M&M's current dom-

inance in providing risk manage-
ment services to the nuclear energy
industry.

At least in terms of numbers of

nuclear clients advised, M&M's
nuclear consulting services are the
most widely used today, even its
competitors agree.

Lawrence G. Cummings, the
M&M vp who heads up Nuclear
Insurance Consultants, estimates

 Risk Manalg€in€nt
SERVICES

that the division advises about

50% of nuclear reactor facilities

and perhaps 75 % of related indus-
tries like suppliers of nuclear re-
actor fuel.

NIC sends its newsletter out

regularly at no charge to anyone
who requests it. The firm has been

Most recently the broker's nu-

clear staff put together a two-day
conference to demonstrate to about

70 risk managers the practical and
legislative considerations involved
in handling nuclear exposures.

Marsh & McLennan's biggest
competitor in providing insurance-
related nuclear risk management
services is Johnson & Higgins.

J&H's technical service division,
Nuclear Advisory Group, is coor-
dinated by vp C. W. Mathers. It
consults about 20 % to 25% of nu-
clear facilities in the United States,
all of which are J&H insurance

clients.

Unlike Marsh & MeLennan's

NIC staff, the J&H nuclear advi-

Congratulations: you didn't have
a computer fire again last year.

f

8

, --fc

l

Frank B. Hall's sperialists in nuclear services in front of cooling towers
at a nuclear power s-ation.

sers will not do any nuclear con-
sulting on a fee-fc,r-service basis
for companies whi.Dh are not al-
ready its own insurance clients.
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J&H appears to be the only bro-
ker to take this posture as a mat-
ter of company policy. Most other
large insurance brokerage houses
with personnel in the nuclear risk
management field said they would
consider doing fee-for-service
work for non-client firms.

Almost all the major insurance
brokers have the capabilities to
provide loss control services for
insurance-related aspects of nu-
clear risks, according to one nu-
clear industry expert.

Some of the firms involved in

providing these kinds of services
include Synercon, Fred S. James,
Frank B. Hall and Alexander &
Alexander. Aside from M&M and

J&H, most of the other brokers
seem to have only one person or at
least very small staffs working in
this area.

At Frank B. Hall, for example,
nuclear services are handled pri-
marily by assistant vp James Mc-
Vey. (Even between rival compa-
nies it would appear the people
working to provide nuclear con-
sulting services comprise a famil-
iar fraternity. Hall's Mr. MeVey
used to work for Marsh & McLen-

nan's Mr. Cummings in the nuclear
field, and they speak highly of
each other.)

At Alexander & Alexander, nu-
clear consulting is headed up by
Francis X. Boylan, vp of the for-
eign credit division. Mr. Boylan is
the former president of the Nu-
clear Energy Liability Insurance
Assn (NELIA) which later be-
carrie part of Nuclear Energy Lia-
bility-Property Insurance Assn.
(NEL-PIA), a pool of over 100
nuclear insurers.

"The biggest single problem (in
providing nuclear risk manage-
ment consulting) is trying to edu-
cate suppliers to the industry
abous where they stand with re-
spect to liability," Mr. Boylan ex-
plained.

His remarks highlighted what is
is perhaps the most common risk

management service offered by
brokers who do nuclear insurance

consulting: Counseling clients, par-
ticularly in nuclear component in-
dustries, about what the exclu-
sions are on broad form nuclear

energy liability insurance policy
endorsements, and what the cli-
ents' subsequent liabilities could
be in a given situation.

One nuclear expert at a maj or
brokerage house who asked not to
be identified said that while his

firm and others like it are compe-
tent -0 prbvide insurance-related
risk management services in the
nuclear field, he would not trust
any broker, no matter how big, to
provide nuclear services of a sci-
entific or technical nature.

He suggested that the broker's
role would more appropriately be
to hire outside scientific experts as
subcontractors in providing a cli-
ent with needed services.

Brokerage firms, he contends,
are not the kinds of workplaces

that attract top-notch engineers
and scientific people needed for



professional expertise in special-
ized areas like nuclear contamina-

tion or radiation problems. For

that, he advises hiring someone
who works with those problems on

a day-in, day-out basis.

There are literally hundreds of

specialists who dispense technical
design, construction, engineering,
transportation, and waste disposal

services needed by nuclear reactor
exposures.

Some of them like San Francis-

co's EDS Nuclear Inc., have sprung

up within the last five years or so
to meet the needs of the fledgling
industry.

A risk manager looking for a
specialized service would do well
to consult the extensive buyer's
guide publishad by the American

Nuclear Society (Hinsdale, Il.) in
its magazine, Nuclear News.

In sonne cases, the line separat-
ing insurance-related risk manage-
ment and more scientific and tech-

nical nuclear risk consulting is not
distinct. This is the situation, it
seems, at New York based Ebasco
Services Inc.

Ebasco Services does extensive

design and engineering work for
potential nuclear reactor sites, par-
ticularly in what it calls its nu-
ilear standardization program.

But it also has a risk manage-
ment affiliate, Ebasco Risk Man-
agement Consultants, which for all
practical purposes operates as a
separate entity, and at times works
with nuclear clients.

Ebasco spokesmen were some-
what vague about how the two
groups might interact on a given
nuclear exposure. Generally it
seems that the engineers from the
parent company concentrate on de-
sign work for plants being built,
and the risk management division
works more frequently with the
owners of existing reactor sites on
fire protection and other loss con-
-rol problems.

Right now Ebasco is working as
ihe design contractor on a govern-
ment-funded experiment to devel-
op a commercially-workable nu-
elear fusion facility at Princeton
University.

Princeton's assistant controller

Harry E. Riddell, who is in charge
of the university's insurance and
risk management programs, ex-
plained that on the fusion project,
he will be receiving advice from
Johnson & Higgns about how to
cover the unversity's exposures.

J&H, which has handled Prince-
ton's insurance program since
I 944, will set up guidelines for
minimum amounts of convention-

El contractor's liability insurance
fhat Ebasco must carry while
working on the fusion project in
crder for Princeton to be ade-
cuately protected.

While a fair amount of such in-

terface goes on between brokers
and nuclear engineering firms
working for the same clients,
there are other kinds of nuclear
industry service firms whch sel-
dom have anything to do with the
troker.

This is particularly true of a
firm which deals with non-nuclear
risks that are nevertheless tied to
the nuclear industry, such as the
safe transport of a multi-ton piece
cf equipment.

A key example is Hull & Cargo
Surveyors of New York, (See re-
lated story, page 40.)

Although the government,

More selective
Insurance companies' underwrit-

ing losses mean markets will be
tight' as the companies become
rnore selective in their underwrit-

ing, according to the Independent
Insurance Agents of America
(IIAA). To reverse the losses, the
IZAA is working for competitive
rating laws, rate increases, and
lower insured losses.

through the Nuclear Regulatory
Commission, regulates nuclear re-

actor sites, the major insurance

brokers providing risk manage-
ment services for nuclear expo-
sures say their services supple-
ment the regulation.

The bigger brokers will coordi-
nate existng programs with NRC
regulatons and with recommenda-
tions made by the nuclear insur-

ance pools concerning safety and
loss control procedures.

Perhaps one of the most signifi-
cant functions of all is that the

nuclear services consultant can

keep the reactor exposure from
becoming too involved for the typ-
ical risk manager to handle.

Johnson & Higgins makes the
point that once a program for a
nuclear facility becomes too com-
plcated, it becomes a hazard in it-
self.

That, apparently, is what most
nuclear risk management consult-
ing services are geared up to
avoid. m
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ASSOCIATION GROUP INSURANCE PLANS

Design - Marketing - Administration
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Trade Associations

Multiple Employer Trusts
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Herbert L. Jamison & Co.

90 Park Avenue

New York, New York 10016
Area Code 212-490-7660

Sixnewhealthinsurancecoverages
fromNationwide.

Just what thedoctorordered.

With the economy the way it is,
your business could probably use at
least one good shot in
the arm.

Here are

six, from Arh.r

Nationwide.

Six new group health
insurance benefits that can make

your business happier and
healthier.

First, we haveVision Care cov-
erage, for firms with ten

or more employ-
ees. One of the

most attractive

packages we've ever
' designed. The plan

provides benefits for
annual checkups as

, well as for corrective

treatment.

And then there's our

Dental Care program, for
groups of ten or more.

All available with any of
* our group life insurance plans.

Nationwide is also

introducing four brand-new
Major Medical Plans. All have

$250,000 maximums, and $1,000
stop-loss provisions.

We would like to tell you more.
Not just about our new coverages,

but about our other group
insurance products as

well. Such as Survivor

Income, Deposit Administration,
Prescription Drug and Emergency
Sickness.

-ed;.....;

Plans that . ./
5:i. & t.-

cover group ,  : ' 6·. A# - .... .· ·-:

insurance needs::

of almost every ': *.. r -2
description. $250000Send in the MAjOR
coupon today, or MEDICAL
call your nearest
Nationwide            .. i

Group Office.
It could mean a healthier

prognosis for your business.
--------------------

I Nationwide Insurance 1
1 246 No. High Street, Columbus, Ohio 43216 1

 Please send me detailed information on 
 Nationwide's Group Insurance Plans. i
1 1
 Name I
1 Company N.me

 Address 
, City 
1 State Zi1

' 5*1 NATIONWIDE 
" U# INSURANCE i

Part of Nationwide's Blanket Protection 
for your business or your family.

6------------------J

Nationwide Life Insurance Company. An equal opportunity employer.
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Transporting nuclear parts-even
without radioactivity-is special iob

NEW YORK-In April, two
brand new 225-ton nuclear reac-

tor components were ready to be
moved from their General Electric

Co. plant in South Portland, Me.
to the Millstead Nuclear Station

in Waterford, Ct.
But before the components,

known as MSR's (moisture sep-
arator reheaters), were loaded on-
to their barge for actual transport,
months of risk planning and work

preceded the move.
There was no actual nuclear

exposure involved in moving the
machinery. For all intents and
purposes, the MSRs were no more
threatening than hulks of metal.
But they did pose special trans-
port hazards just by their enor-
mity. To deal with these, Stone
& Webster Engineering Corp., the
principal agent for Northeast Util-
ities Service Co. which was re-

ceiving the MSRs at Millstead,

brought in the services of an out-
side company.

This was Hull & Cargo Sur-
veyors, the largest U.S. organiza-

tion supervising the loading, lash-
ing, and discharge of nuclear re-
actor vessels and components.

Surveyors' president, Captain
William F. Warm, explained that
his firm began its review work
for the move back in February,
using barge blueprints to work out
formulas for the adequacy of its
structure to support the compon-
ent.

The firm, which works with in-
surers, utility companies and risk
managers like Joseph Chevarley
of Stone & Webster, "nominates"
a barge it believes will be appro-
priate for a particular move.

Its dozen surveyors who specia-
lize in transporting nuclear com-
ponents try to keep a running his-
tory of every barge. Before any
move, they inspect the barge com-
pletely because the barge owner
leases the vessel to the engineer-
ing outfit.

It is the engineering firm's re-

sponsibility to return the barge in
just as good a condition to the
owner as when it was leased. So in

turn, it is Surveyors' job to give
the engineering firm a complete
report of the barge. By knowing
its exact status before a job be-
gins, the engineering company can
prevent having damage claims
filed against it by the barge owner
later.

In the case of the reactors des-

tined for Millstead, Stone & Web-
ster received a complete report of
the barge condition before the ves-
sel ever left South Portland, Cap-
tain Warm said.

More importantly, the barge in-
spections and reports that proceed
any transport of nuclear compon-
ents have prevented accidents in
sorne cases.

"It's our unwritten law here

that every single inch of accessi-
ble area on a barge must be gone
through," Captain Warm said. Of
a very hot Monday in April while
a barge inspection was taking place
in New Orleans he explained:

"The inside of that barge was
like blazes. Our guy in New Or-
leans was debating whether to go
into the last compartment, since
everything else checked out satis-
factorily.

"Well, he thought about it and
went in, as hot as it was. And there
up under the stern there was a

hole big enough for him to put
his head and shoulders into. We
corrected that.

"But if that hole had gone un-
detected and the barge hit heavy
weather with a component on

board, there could have been an

unstable load hazard."

In another case, Surveyors rec-
ommended to the principals in a

move of some nuclear components
along inland waterways that the

barge be inspected at every hold-
ing place. There were many stops
along the way, and the principals
at first did not want to do this.

But Surveyors went ahead, and
when it inspected the barge at its
stopping place at Paducah, Ken-
tucky just before the barge went
up the Ohio River, the firm dis-

covered that during its journey
the barge had had three plates
sheared off, and one end was open.

"These things are terribly val-
uable," Captain Warm said of the
nuclear connponents Surveyors
moves.

"Even though there's no radio-
active substance inside, the ma-

chinery alone runs from about a
quarter of a million dollars any-

where up to $10 million. When
they're moving, you have to be
keyed to protect them."

The biggest single heavy move
Hull & Cargo Surveyors was in-
volved in was a 750-ton Collandria

Shield for a reactor tank which
was moved from Montreal to Point

Elgin, Ontario, and which was
worth about $7.5 million.

Captain Warm has been in the
business for 23 years, and has
worked on about 25,000 jobs. He is
happy to volunteer that Hull &
Cargo Surveyors has never lost a
nuclear component in all its moves.

Its standard fee is $240 per sur-

veyor per day, and $30 an hour per
surveyor for overtime work.

A typical way in which the

company (an affiliate of the Mar-
ine Office-Appleton & COX

Corp.) becomes involved with
working with risk managers

would go something like this.
A power company in the center

of the country needs a barge to
transport a nuclear reactor com-
ponent. But located where it is,
the company is not familiar with
the hazards of water transport. So
the risk manager would routinely
contact the firm's underwriters,
who might in turn call Hull &
Cargo Surveyors.

Captain Warm would then sit
down with the power company
risk manager,. the underwriters,

and the engineers, and would put
together a presentation to show
what is needed to make the move.

iIn other cases, Surveyors comes
on a job in the middle of things.
The risk manager may have start-

ed the move without using an out-
side service, only to be informed

the insurance coverage is not suf-
ficient for the risks involved.

"A utility may have $5 million
in coverage, but the underwriter

doesn't want too much exposure
in one spot. On a barge 172 feet
long, you have a vessel lashed
which is worth $10 million and
the underwriters get nervous.

They'll have more underwriters
called in, and along the way, we
will be called in as well."

Despite the firm's affiliation
with MOAC, its services are not
limited to working with MOAC
clients Captain Warm said.

"We work with steamship
agents, utilities, manufacturers. In
effect, we are asked to represent
every interest involvd in moving
nuclear components. Sometimes
we even end up being opponents
of our affiliate MOAC. We never

really know what interests we will
end up representing." m
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A Guide ForThe Expedenced As Well
AsThe Not-So-Expedenced.

. No matter howmuch(orhowlittle)
€f

it you know about self-insurance, one
-T thing should be obvious: You can't

1 do itbyyourself.

9 .9 
functions that have

,: to be handled by
: specialized suppliers.

And ifthese
t

outside operations
aren't asefficientas

your internal one, you

06 0
can end up with
problems in deterrnin-
ing risks, handling
claims and other

Wbetberyourpeople are experienced

or,aot. wecangive tbe,nalot ofbelp. crue\21 areas
Now problems like these can mean

moneydown thedrain, but youcan avoid
them. By getting the bestself-insurance A 4 41specialists in the business.

How canyoube sure of doing that? * s* *
Well, there's no foolproofway, but the
following guidelines can help.

Ifyou're newto self-insurance,
chooseacompany thatisn't (if
you'reanoldhand, dothesame.)

The simple fact is that self-insurance
has become so complex that only the most

experienced specialists are really capable of
handling it foryou.

Like Crawford &Co.
We've been in the field forover

30 years. And during that time we've 
learned all its ins and outs. As well as all the
mostefficient and economical ways to get
things done.

All of which can make life a loteasier

foryou. Whether we're helping you set up a
program to cover workmen's compensation,
product liability ormalpractice.

Orhelping to support your existing
program. With loss contiol claims orreha-
bilitation services.

After all, with this kind ofexperience
backing you up, youcan be sure you're

making the right moves.
 No matter what yourown

Ilf level ofexperience is.

We can bett) you settip a program.Or bell}st,pport yourexisting one.
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Spilling pollution is drawing more clean-up experts
By PAUL R. MERRION

WASHINGTON-This fall, the
liabilities of makers, transporters
and users of dangerous chemicals
will take a quantum leap when
the Environmental Protection

Agency issues final regulations
on accidental spills of those sub-
stances.

The rules will be similar to

those developed in 1972 for oil
spills, which have led to both a
reduction of damaging accidents
and a proliferation of private firms
and cooperatives to clean them up.

While the hazardous material

clean-up business is currently in
an embryonic stage, it won't be
long before EPA's maximum pen-

alties of $5,000 per spill will have
companies clamoring for clean-up
contractors.

Yet the fine is nothing compared

to what it costs to remove these

chemicals from the land or water,
according to Frank Freestone,
chief of EPA's Hazard Control Di-

vision.

About 300 chemicals have been

identified by the EPA as danger-
ous and commonly transported in
large enough quantities to cause
problems.

Risk Mana*€in€nt
SERVICES

To get an idea of the enormity
of the problem, Mr. Freestone
gave an example of a recent spill
in Seattle of 200 gallons of PCBs
(polychlorinated biphenyls), a
particularly dangerous chemical
because it causes several serious

illnesses in humans and it is non-

biodegradable.

Cleaning up that spill cost about
$500,000, he said. Oil spills, on the

other hand, normally cost $1 to $2
per gallon of spilled oil to clean
UP.

"Transporters and users of these
chemicals are going to have to be
more responsible for contingency
plans and maintenance of facili-

ties for dealing with the ( clean-
up) problem," said Marc Shaye,
counsel for the Oil Spill Control
Assn.

For instance, tank truck compa-
nies have a tremendous exposure
in relation to the assets of the

company because the hauler of the
material is financially responsible
if the accident occurs while in

transit. Even though the forthcom-
ing EPA regulations are expected
to reduce the number of spills,
"you're always going to have prob-
lems," Mr. Shaye said. "What if a

drunk driver forces a tank truck

off the road?"

Hazardous material spills are
costly because they are incredibly
complex. With oil spills, it's large-
ly a problem of containing the oil,
getting it out of the water and
cleaning up the residue on the wa-
ter's edge and the wildlife. It's a
messy, time-consuming job, but
not inherently dangerous.

But with many chemicals, the
prime concern has to be the pro-
tection of the clean-up people and
nearby residents, especially if
fumes are involved.

Also, the remedies are as nu-

merous as the dangerous chemi-
cals (EPA's list only covers the
most hazardous and the most wide-

ly used substances). Sometimes,
two chemicals will interact to pro-
duce a third, even more toxic,

Make sure you get 24-hour daims
service thatisn justadaim.

Actually, there are any number ofcom-
, :- panies who say they

-  offersomekind of

4,/ « comprehensive claims
service. The trick is

getting the right
kind. Like ours.

* You see, with
over500 offices in the
U S. and anetwork of

f associates abroad, we
Ourclaims Deople are ready have the manpower to
wben you call. Around-tbe-clock
and around-tbe-world. provide adjusting services
both around-the-clock and around-the-world.

What'smore, our adjustors are full-time
professionals who are experienced in all types
ofclaims. From workmen's compensation to
malpractice.

We think you'll find there are very few
companies that can offeryou as much. And
none that can offer you more.

Get a data system thafs custom
madetoyourownsystem.

Ofcourse, ifyou're go ing to intelligently
determine risk levels, adequate reserves and
cost controls, you need a company that can
provide the- exact data you need in the exact
form you need. Again, a company like ours.

After all, we offer acomplete range of
statistical services. All of them based onyour

loss experience and provided in a form that's
totallycompatible with yourown internal
system. So you don'thave to waste time or
moneyconverting it.

We call this exclusive

service SISDAT (for"Self- '  0 , D-
Insurance Statistical Data").
And it can provide you  " , 1

with monthly risk
statistical analysis
reports. Or, ifyou : 4

wish, fomthe basis
for atotalloss control ;*

program.

Now if you'd like Weo#erdata
systems totally compatible

toknowevenmore witbyour own system.

abouthow Crawford & Co. cankeepself-
insurance.from becoming self-defeating, just
mail inourcoupon. We guarantee it'11 be in
your best self-interest.

1 1

11 Gentlemen:

 I could use your knowledge of self-insurance myself. i
I So please have your representative contact me. 1

1

1 Name
1 1
1 Title

1

1 Company I
1

1 Address I

1 Phone
1

1

Crawford LCompany '1

RO. Box 5047 Atlanta, Georgia 30302 '
L _1

hazard.

"Oftentimes, doing nothing is
better than doing the wrong
thing," said Keith Roberts, man-
ager of Western Environmental
Services, Portland, Or.

In some eases, it is sometimes
better to neutralize the chemical

rather than try to clean it up. For
instance, lime or sodium bicar-
bonate can be used on an acid

spill.
The different characteristics of

chemicals have to be considered

when cleaning them up. Some are
toxic when swallowed, which

means they must be cleaned up
before they reach a water supply
or seep into the ground and enter
the water table. Some produce

poisonous gas, which means clean-
up crews must wear air masks and
residents have to be evacuated.

Some have low boiling points,

which means they produce vapors
at room temperature. Some are
caustic and will burn the skin.

All this means that workers

must be well protected. In addition,
some chemicals are flammable,
even when mixed with water, and
some are water soluble, which
renders conventional oil spill
equipment useless.

The advent of hazardous mate-

rial cleanup needs has brought
about some improvement of clean-
up technology, and more is likely
to conne.

The major researcher and devel-
oper in the field is the EPA, which

funds the development of equip-
ment and then makes available

what is has learned to the clean-

up industry.
One piece of equipment devel-

oped by the EPA is the Mobile
Physical Treatment System, a fan-
cy name for a 44-foot flatbed truck
three huge carbon filters, three
sand filters and the necessary
pumps. It is kept at the EPA's haz-
ard control division in Edison,
N.J., and is available in emergen-
cies by contacting the regional
EPA administrator.

A similar although more ex-
tensive operation was recently be-
gun by Western Environmental
Services. In late May, the com-

pany finished putting in place
seven tractor-trailers at various

locations in the West.

Each 32-foot trailer truck is

identical, and each is equipped to
deal with a wide variety of haz-
ardous materials.

Mr. Roberts of Western Envir-

onmental said the trucks are stra-

tegically located so that within an
hour one of them can be on the

road to an accident in any of 14
western states.

In addition, the firm has air-
planes to fly a crew of six tech-
nicians and supervisors to the
scene. "We're charged with being
in the air with six men within

one hour," Mr. Roberts said. "We
can be 1,000 miles away within
five hours of the alert."

Western Environmental, a five-

year-old private contractor for
cleaning up oil spills, has been in

the hazardous materials spills
business for only one year but its
approach appears very sophisti-
cated.

At the 1976 National Conference

on Control of Hazardous Material

Spills, held in New Orleans last
April, Western Environmental

presented a paper describing its
program, and no one there had
heard of a similar system, Mr.
Roberts said. "As far as I know,
there's no other system quite like
this in the country," he said.

Because the technology needed
to combat dangerous chemicals is

so sophisticated, the equipment on
each truck costs $125,000, Mr.

Continued on page 42

------------- --
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Oil spill clean-ups...
Continued flom page 41
Roberts said. For example, all
electrical equipment has to be ex-
plosion proof, which makes it very
expensive. A small hand-held
light costs $330, he said, while a
normal light of that kind can be

bought in a hardware store for a
few dollars.

One-third of the trailer is used

for communications equipment.
The six men from Western Envi-

ronmental are supervisory person-
nel, and local employes of the
spiller or from another labor
source are used. Western provides
walkie-talkies for all.

In addition, each truck carries

a full reference library with case
histories of other spills. "You can't
afford to learn only from experi-
ence in this business," Mr. Roberts
said. Information on hundreds of

chemicals, their dangers, and their
treatments is carried in the li-

brary.
The other two-thirds of the

truck is filled with routinely used
equipment, which includes spe-
cially designed chemical transfer
pumps that won't react to corro-
sive chemicals. "It's hard to find

one that will handle all materials,"
Mr. Roberts said. The same is true

for the hoses, which also have to
be flexible and light. The firm

uses a type of Teflon hose with a
stainless steel mesh covering.

The next most important piece
of equipment isn't carried on the
truck. "You need something to
pump the chemical into, which
usually means a stainless steel
railroad car or tank truck," he
said. In an emergency, when one
isn't available, it's sometimes pos-
sible to buy a stainless steel truck

from a nearby dairy farmer.

In a pinch, each truck carries
a stop-gap measure: a 5,000 gal-

lon bladder bag designed to hold
any chemical on the EPA list for
at least 72 hours. "It'11 buy you
time, but you have to use good
judgment in using them because
of the economics involved. Each

bag costs $2,200 and there are
eight on each truck. Once it is
used it cannot be used again," Mr.
Roberts said.

The 16 square-foot yellow bags
have a liner made of a patented
material that is able to withstand

10 % of the materials on the EPA

list, and the cover, which is fabric
impregnated with polyvinyl chlor-
ide, will hold the other 90 %. They
are manufactured by Kepner Plas-
ties in Torrence, Ca., he said.

In addition, each truck carries
four Scott Air Packs and four

Acid King protective suits which
will allow a worker to "enter any
atmosphere without fear of ab-

sorption," he said. One of the suits
is equipped with a radio.

Also, there are five high-pres-

sure fire pumps on each truck,
used not for fires but for "herd-

ing" chemicals into a contained
area and then flushing the ground.

Several portable generators are
on each truck to run the pumps
and the lights. All electrical equip-
ment has to be explosion-proof,
Mr. Roberts added.

And that's not all. Conventional

oil spill clean-up equipment is

carried, as there are some chem-
icals on which they can be used.
This equipment includes blotters
which can pick up 1,000 gallons
of substance, 800 feet of contain-
ment boom, and 50 six-pound bags
of specially treated polyurethane

foam which pick up oil but not
water, with a total absorption ca-
pacity of 500 gallons.

And on top of it all, each truck
carries two boats with outboard

motors, plus spare parts for all

equipment. Much of the equip-

The Group Insurance Proposal:

Itcan make
youlook

ndiculous.

© Massachusetts Mutual

Life Insurance Compary
Springfield Mass

4,= 11 The Proposal. If you're buying a fringe
41 benefit package onthe basis ofa pro-

posal alone, you could be in forsomeun-
pleasant surprises. Because a canned
proposal doesn't answer the important
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Will your insurance company repre
sentative be in Timbuktu when you need

him?

How much paperwork is involved?
Should your plan be contributory?
What about maternity benefits?
What do"stop loss pooling", "no loss-

no gain"and"integrated disability bene-
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Representative.
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ment, such as the pumps, are com-
patible and have interchangeable
parts so that breakdowns will be
kept to a minimum, Mr. Roberts
said.

The supervisory team from
Western Environmental consists

of six men, specially trained in
clean-up of hazardous materials.

There is a project supervisor
who is responsible for overall di-
rection of the task. He is familiar

with the agencies that are called
in on spills and is skilled in pub-

lic relations, both with the press
and local residents, he said.

A chemist who specializes in
hazardous materials also goes

along. He carries "elaborate" wa-
ter and gas sample kits with him
because the test chemicals they use
would deteriorate if carried on the

truck, Mr. Roberts said.
Also in the crew is a foreman,

who knows all the tested methods

and is skilled at adapting to new
situations, or "imagineering," as
Mr. Roberts called it. "There are

a lot of unknowns in this busi-

ness," he added.
Finally, there are three "equip-

ment and methods specialists,"
who are responsible for keeping

the machinery running. They also
have the training to take locally
recruited workers and direct them

in some phases of the clean-up.
Western Environmental Services

gets its financial support from re-
tainer fees with four railroads in

the western United States. In ad-

dition, it provides sevices on a time
and material basis.

The company puts the empha-
sis on time. There is a radio tele-

phone on the airplane for order-
ing materials and equipment while

enroute to the accident, and the li-
brary on each truck contains

sources of heavy-duty earth-mov-
ing equipment.

"The trick is to arrive before

the agencies do, and show a good
attitude by doing something about
the problem quickly," Mr. Roberts
said. "Fines are substantially miti-

gated in this way, and the public
reaction is usually more favorable.
It all tends to reduce costs." •

Who to call

for bad spill
emergencies

IN CASE of an emergency in-
volving hazardous chemicals, there
are three telephone numbers to
know.

One is the regional office of the
Environmental Protection Agency,
which by law must be notified of a
spill, "even if it's a pound or a
pint," an EPA official said. In ad-
dition, the EPA's hazard control
division in Edison, N. J. can be
reached at (201) 548-3347.

CHRIS is the Coast Guard's

Chemical Retrieval Information

Service. It's a 24-hour, toll-free
number: (800) 424-8802.

Chemtrek is a service provided
by the Manufacturing Chemists
Assn. that will get a spiller in
touch with the company that man-

ufactured the chemical, "which is
the best advice available," one ex-

pert said. Phone: (800) 424-9300.
According to Dave Usher, presi-

dent of the Oil Spill Control Assn.,
there are currently six firms with
a sophisticated capacity for han-
dling spills of hazardous materials.

They are: Western Environ-
mental Services, Portland, Or.

Fondessy Enterprises, Toledo,
Oh.

Coastal Services, Braintree, Ms.
Metropolitan Petroleum Chem-

ical, New York, N. Y.

Sealand Environmental, Milford,
Ct

Marine Pollution Control, De-
troit, Mi. •



Work comp claims
help varies widely
ANAHEIM, CA.-Workers' com-

pensation insurers vary widely in
their ability to give their clients
technical and claims assistance,
according to Peter S. Ellis, vp, Re-
public Indemnity Co. of America,
Los Angeles.

He was addressing a seminar on
the subject of what services should
the employer expect from the
workers' compensation carrier, at
the 23rd annual Western Safety
Congress held at the Anaheim
Convention Center.

Mr. Ellis said that insureds have

the right to expect their workers'
compensation carriers to give them
assistance in reporting claims and
in hiring and training managers
and safety personnel.

On the other hand, he said that
employers should not expect their
workers' compensation carriers to
keep their OSHA records or to
perform their OSHA compliance.
Other free services which employ-
ers should not anticipate receiving
from their carriers, he said, are
the providing of hard, permanent
signs, first aid supplies and specif-
ic engmeering equipment.

Mr. Ellis, during the question
period, pointed out that the Cali-
fornia Workers' Oompensation In-
stitute has published a small bro-
chure which employers may give
to employes who are injured. He
noted that California employers
are now compelled by state law to
notify injured workers of their eli-
gibility for benefits.

Some members of the audience,
however, were quick to lambast
the brochure, in particular a sec-
tion which tells the reader that he
can hire a lawyer to aid his case

MSM sets up
London insurer

for captives
NEW YORK-Tower Hill In-

surance Co., "an underwriting ve-
hicle by which our captive clients
can assume a presence in the Lon-
don market," will be activated by
Marsh & McLennan (M&M) July
1, L. Patton Kline, president,
Marsh & MeLennan Inc., dis-
closed.

Premiums paid into Tower Hill
will be available for reinsurance

through captives, he explained.
Tower Hill will constitute an

underwriting group consisting of
U. S., Japanese and Finnish com-
panies and will have its own staff
in London. C. T. Bowring Under-
writing Services Inc. is the under-
writing manager.

Tower Hill will write non-ma-

rine risks upon its activation; avi-
ation and marine risks will be un-

derwritten as of Jan. 1, 1977.
The company does constitute an

expansion of the London market,
Mr. Kline noted. "It should add

some market capacity."
However, Tower Hill will not be

the exclusive underwriter for

M&M's captive clients, he stressed.
"It will be considered along with

all other markets," Mr. Kline said,
in marketing insurance for M&M's
captive clients. •

Establish new firm
The Frank B. Hall & Co. estab-

lished a company called Adminco
as a new wholly-owned subsidiary
to service self-insured risks, start-
ing in mid-July. Larry Solomon
was named president, with Thorn-
as Ikonard as vp and manager of
Northern California operations.

before the state appeals board.
"That pamphlet is a license

to steal," asserted Duane C. Slo-
cum, industrial relations manager,
sweeper division, FMC Corp., Po-
mona.

"It looks like it was produced by
a union," he added.

Dave Marceau, safety officer for
the city of Inglewood, said he re-
worked the' pamphlet "to make it
more personal." He also indicated
opposition to the section stating
that an attorney can be hired.

Mr. Marceau later told Business
Inst:Tance that in his version of the

brochure all mention of hiring at-
torneys is omitted. "I would prefer
employes see me before they
learn about the possibility of hir-
ing a lawyer," he said. •
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- group 10
systems

EARTHQUAKE RISK ANALYSIS.

Protect your human and property assets in the future through our
EARTHQUAKE RISK ANALYSIS services. The program applies
to ANY corporation, business, public employer, underwriter and
re-insurer with facilities and people to protect in the Western States
and other earthquake prone areas around the world.
Services include: Quantative Risk and Seismic Site Evaluation.
For further information regarding asset protection, contact GROUP
10 SYSTEMS.

GROUP 10 SYSTEMS Union Bank Square | 445 South Figueroa Street | Los Angeles. Calilornla 90071 | (213) 683-1917

Improve your cash flow
by sell.insuring6=zrr2-9=ri-

medical benefits.

If you haven't
thought about self-in-
suring your medical

4 benefit plan. maybe you
should. Self-insurance
can sometimes free re-
serves and eliminate

premium taxes. It gives

$#It you more flexibility in
your benefit package
and helps you control

40 *A costs. That adds up to
better cash flow and
dollars saved.

6,74 **'6
HAS comes in. Our ad-

What about admini-
stration? That's where

ministrative cost will

permit you to save
additional money. In short, we will help you get all the
advantages that self-insuring offers.

Health Application Systems is one of the country's larg-
est health-benefit administrators. We administer medical,
dental, and drug benefits for more than 7 million beneficiar-
ies of more than 500 programs throughout the country. We
have the experience, facilities, and personnel to help you
get the most out of self-insurance.

We'll help you find out just what advantages self-
insurance has for your company, and we will tell you how
HAS can help you gain those advantages. Of course, there
is no cost or obligation. Write or call today.

m HEALTH APPLICATION SYSTEMS.INC.®
Dept. 111

1633 Bayshore Highway. Burlingame, California 94010
(415) 692-3960

Administrators of Health Benefit Programs.
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Risk managers should be risk-takers: vp finance
By HARRIET KING

SEATTLE-"The most common

error in risk management is that
the risk manager is not confident
in himself, he doesn't take the
risks he should take. Some brag
that they've never had an unin-
sured loss. If so, they're not ag-
gressive enough in trying to maxi-
mize profit," says N. Stewart
Rogers, senior vp of finance and
risk officer for Univar Corp., a
diversified industrial marketing
company with annual sales near
$600 million.

"Risk managers have to under-
stand how much they can lose.
Many are aggressive at the wrong
thing-making sure they minimize
their losses instead of maximizing
their profits," says Mr. Rogers.

Mr. Rogers' own risk and profit
opportunities are increasing rap-
idly as the aggressive Univar, par-
ent company for five firms, ac-
quires new operations-at least
three in recent months.

Present mainstays are Van

Waters & Rogers, distributor of
chemicals and products to com-
mercial, agricultural and indus-

trial users; VWR Scientific, dis-
tributor of lab equipment, chemi-

cals and supplies; Centennial Mills,
a miller of flour selling mainly to
commercial bakers; Pacific Resins
& Chemicals, manufacturer of
synthetic and protein adhesives;
Penick & Ford, producer of corn
starches and syrups and potato
starches.

Mr. Rogers unifies all coverages
from Univar's Seattle headquar-
teri "We give each division a
high degree of autonomy in doing
its business in the field, but there

are advantages to buying insur-
ance centrally. You can certainly
save some money in central ad-
ministration and you can guaran-

tee you're imposing a financial
policy. Division heads must have
access to someone who has the

authority to say the corporation is
willing to take this or that kind
of risk or loss.

"For instance, one division had
high-priced highway rigs for
hauling chemicals. A loss of a rig
might amount to $50,000 or
$60,000 and the division managers
decided it was too big a risk to
chance an uncovered loss. But

considering the premium and his-
torical loss ratio of Univar over-

all, I might decide we could jus-
tify the gamble of no coverage.
It's unusual when I don't agree
with the type of insurance a divi-
sion head feels he needs, but once

in a while I do disagree," he says.
In the divisions, the insurance

liaison is usually the controller
"or someone in a related area." At

Van Waters & Rogers-Mr. Rog-
ers' father Nat S. Rogers was a
founder of that company-the man
who ties in safety activities,
OSHA and Department of Trans-
portation regulations "comes back
and tells me what he sees as ex-

posures."
Mr. Rogers also relies heavily

on his broker, C. P. Grosenick of
Seattle. "We do an extensive

brokerage review every few years.
It's expensive to change brokers,
as it includes a lot of travel, ex-
pense and time, but periodically
we ask two brokers-not our own,
but who we'd be happy to do busi-
ness with-to evaluate our pro-
gram. But we tell them up front
that unless they can find a really
significant savings or program
improvements that we won't

change brokers.
"Once a company is our broker,

they become our insurance depart-
ment and work at the field level

on claims and loss control."

Mr. Rogers has an assistant, an
accountant rapidly learning the

insurance business, "who receives
bills from the broker, makes cost
distributions to divisions, main-
tains historical loss ratios, etc,

"As a result, I probably spend
less than one day a month on in-
surance," says Mr. Rogers. His
major responsibilities are in finan-

cial planning, control and policy-
making and this is an advantage,
he says. "Before an insurance de-

partment decides how it will in-
sure, it must understand the fi-
nancial and tax situation of the

company. For instance, for prop-
erty insurance, we must know if
a building burns half way, how it
affects our tax situation, our abil-

ity to borrow money, and so on."
Univar's approaches extend from

"don't insure at all, to market
value or replacement value," says
Mr. Rogers. "Much of the prop-

erty, for instance, is simple. We
have a system of modern, first
class warehouse buildings. I can
sit here in Seattle and determine

that the cost to build is, say, $14
a square foot. So we'll go with the
market value, we're not trying to
make money on a loss."

Property is covered by two

packages: one domestic, one with
Lloyd's of I.kndon "This division
of coverage has to do with the
relative attractiveness of certain

types of property to insurance car-
mers. Some companies are more
comfortable with familiar types of
risks,'' says Mr. Rogers.

"But sometimes book value may
be meaningless and market value
may be almost indeterminable.
Consider the boiler and power
plant in a 30-acre corn milling
plant. We don't know how much
someone might be willing to pay

us for that boiler so we don't know

the market value. We do know

that it might cost say $30 million
to replace it. So we have to insure
it at the replacement value to be
covered in case of a loss."

Univar does virtually no self-
insuring. "Workers' compensation
may seem like a logical area but
we are so fractionated around the

country that the cost of adminis-
tration would probably eat us up.
If we were centralized in a tower

with 3,500 people it might be dif-
ferent-but we are not a smoke-

stack type of business with one
central unit."

Fireman's Fund Insurance Cos.
underwrites the overall workers'

compensation policy, excepting
areas where states have monopo-
lies such as Washington. "We pre-
fer private coverage because we

can get more help on cost control
that way. But in Washington, for
instance, the state's help is zero.
We're looking at self-insurance in
Washington now, not because we
want to administer it, but because
costs are so high."

The price for achieving the
simplicity of administration that
Mr. Rogers now maintains is
"We've given up a lot of sophisti-
cation. For instance, we have a

blanket liability policy basically
for administrative simplicity. I
have no objection to deposit pre-
mium types but we haven't done
this yet as it requires additional
accounting and records."

But he has looked at it carefully.
"The advantages are several. As-
sume in the liability area that the
big problem is frequency. This
implies that sooner or later, you'll
have a major claim, To the extent

Our loss
cost less than

The cost of accidents has jumped tremendously in
the last few years. Hospital care, doctor's fees, reha-
bilitation services are all expensive and getting more
so. That's why loss control can make a major contri-
bution to the success of your self-insurance program.
Every accident that doesn't happen-that's prevented
-means more dollars saved. Which is the very reason
you're self-insured.

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

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

Foremost among these services is our monthly
Loss Experience Report, the most compmhensive and
sophisticated in the industry.

It's a powerful management tool you can use for
allocation planning and to pinpoint possible trends
that lead to real trouble.

Our Loss Experience Report: Best early warning system
in the industry.



that we cut d6wn the frequency
of what we insure, we improve
the company's view of our risk.

"Also, the insurance company
gets the money and feels more
comfortable. The advantage to us
is that we can direct insurance

companies on how they will settle
claims. Sometimes an insurance

company settles a claim we feel is
not justified. They have the right
to settle a claim-but they may be
setting a precedent in the market
that we may not like.

"They may feel that win, lose
or draw that it will cost a certain

amount of money to go to court,
so it's easier to settle. But with

the claims-consciousness today, we
eventually may have to take some
guy on and say that we won't be
blackmailed to settle inappropriate
claims," says Mr. Rogers.

"The insurance industry has
hurt itself over the long pull be-
cause they've traded current dol-
lars to ged rid of the suit. But
sometimes, it's worth going to the

expense of court costs," he charg-
es.

A major problem area for Mr.
Rogers is "how much liability in-
surance is enough, considering that
we deal with chemicals, While

relatively few chemicals are in-
herently dangerous, we cannot
predict how they will be used or
misused, so this carries some
risk," he says.

"So given the lack of predicta-
bility, it's hard to know how many
millions are enough. When selling
a chemical product in commercial
usage to a company qualified to
use it, "I feel no moral liability
for those products, although we
may have some tort liability," says
Mr. Rogers, "considering today's
social climate. If we sell to a qual-
ified company and from there it
goes on down the line and eventu-
ally someone may end up swim-
ming in it, a lawsuit may go right
up the line and name everyone
connected, to those who distributed
and manufactured it."

He says that Univar is "capable
of carrying larger deductibles than

we are carrying, but there is not
the incentive to do it because of

the pricing policies of insurers.

"It's frustrating that there is
not enough break for the larger
deductible. And the real problem of
course isn't the larger deductible
but in not getting enough for the
first dollar coverage." He says
the buyer doesn't get enough of a
premium discount to warrant tak-
ing the kind of deductible he can
afford, and those companies with
large deductibles are subsidizing
those buying first dollar coverage.
"If the first dollar coverages re-
flected costs rnore accurately, the

policies would probably be off the
market-and that's where they

should be," he says.
How about directors' and offi-

cers' insurance? "No one knows

for sure what they're buying with
D & 0, but whatever it is, we buy
it," he says. He notes that Univar

directors are kept well informed
of the risks the company is taking
"so our risks are low. We want to

encourage intelligent risk-taking
by business, so we want directors
to do their homework. One way
to encourage directors to take risks
is to protect them. Otherwise, for
the fees they receive, there is no
way they'd ever recover from
what could be a properly analyzed
business risk that because it is a

risk, will sometimes go haywire."
A captive will probably be op-

erational within five years, Mr.
Rogers says. "I'd hire management
through a broker. I'd rather have
him on the broker's payroll, with
legal and financial responsibility
tied to the guy who's profession-
ally qualified to do it.

"The whole captive idea, of
course is a function of what your
markets are, and what we'd insure
through a captive depends on our
loss pattern, absorbing front end
frequency, getting away from day
to day excess coverage. We'd use it

control services

youraccidents.

Other programs from ESIS include consultation,
analysis and management of up to 22 loss control
activities, inspection, environmental health surveys,
and loss control training at the ESIS International
Safety Academy.

No accident is ever routine, but the paperwork
often is. So when you decide to self-insure you can
choose from a lot of good companies to administer
your program. But before you look at their bottom
line bid, look between the lines above it and remem-
ber that every dollar you spend on an accident is
money you will never see again. Every dollar you
spend on loss control can save you thousands.

Superior loss control services. Another reason why,
dollar for dollar, ESIS makes more sense.

Employers Self Insurance Service, Inc.
An INA CORPORATION company 4050 Wilshire Blvd., Los Angeles, Ca. 90010

f

The ESIS International Safety Academy: Best place for
safety management tmining.
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for our difficult marketing prob-
lems," he says.

Loss patterns are low in scien-

tific apparatus products, and in
the manufacturing and when
working with grains, flour, corn
syrup and starch. "But where
chemical distribution is concerned,
we worry about the atmosphere
we operate in rather than the er-

rors possible. The atmosphere adds
more than any single cost because
the guy who makes errors won't
be in business, he'll be weeded
Out.

"Fortunately, our losses have

been little things, nothing major,"
says Mr. Rogers. "We had a loss

at Penick & Ford last year-the
company produces wet corn milled
products like corn starches and
syrups. The products are sold na-
tionally to industrial users.

"TWO identical trucks were

loaded with syrup. The drivers

jumped into the wrong cabs and
delivered them to the wrong cus-
tomers. Unfortunately, the consis-
tency of the syrup was different
so one candymaker got a lot of
wilted chocolate turkeys. It was

expensive in dollars, but not in
terms of danger to consumers. It
was a one-in-a-million type of

thing that can happen," says Mr.
Rogers.

"Other losses may involve, say,
things like delivering a chemical
that doesn't work. The manufac-
turer says-I did what I always do
with my five ingredients-but it's

your ingredient and your fault."
We may say 'give us your for-
mula.' We mix it up and discover

they are adding A to B and chem-
ically, should be adding B to A.
Or they're using the wrong tem-
peratures. Or, they asked for
product A and didn't realize there
are 15 grades of product A and
since they're a food manufacturer,
we sent what food manufacturers

usually use which may not be
what he needs. We can make mis-

takes, too. There are a million

ways to gum up."
Growth doesn't change his in-

surance much, he says. "With our

three new acquisitions, in two
cases we're buying assets so we

need to expand our coverage. In
one case, we're buying stock and
getting the company's insurance.
So we tell the broker, insure one
at replacement value until we un-
derstand the business better. In-

sure one at fair market value. The

broker will go there, and then tell
us how it differs from the rest of

our business. The division will

then follow up. This reduces the
administrative burden and puts
the technical expert where he
should be." •
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Data security for firms with EDP
is no luxury; itfs a necessity: Xerox

ATLANTA-Information secur-

ity is no longer a luxury, Roger
L. LaRue, director, information
security for Xerox Corp. told a
security seminar here late last
month. Information is an asset

requiring as much protection and
attention as other assets, he stated.

Mr. LaRue spoke at the South-
eastern regional security seminar
sponsored by the Atlanta chapter

of the American Society for In-
dustrial Security and the Georgia
Business & Industry Assn.

The very idea on which your
product or service is based could

be of more value to a competitor
than the resulting end product,
Mr. LaRue noted. He proposed a
program of building awareness of

security problems into a way of

working that rejects carelessness
and slipshod procedures.

Basic to such a program, Mr.
LaRue said is a statement of fund-

amental philosophy, "Any and all
information is the property of the

company and, as such, should not
be disclosed by an employe to out-
siders except as authorized, unless
the disclosure is essential to the

performance of the employe's job."
Some information, the security

director noted, is so important
that it has to be classified and
controlled.

"Since all classification systems
restrict the vital flow of informa-

tion and require complex han-
dling procedures, the number of
classification categories should be

I. ..

limited," he said.
At Xerox, he explained, there

are two-the highest being Xerox
Registered, followed by what is
called Xerox Private Data.

Written policies on protecting
information should be distributed

as widely as possible within the
company, Mr. LaRue continued.
"We believe that at least every
manager and supervisor should
receive his or her own copy."

At Xerox the company informa-

tion program is continued in a
booklet called Xerox Information

Protection and serves as a guide

for managers in making decisions
on information security.

Another part of Xerox's infor-
mation security program is a Se-
curity Advisory Board of senior

representatives fronn operating
units and headquarters.

At the manageri@l level of op-
erating units are security coordi-
nators, Mr. LaRue said. They are

charged with insuring that em-
ployes in their units know and
understand the company's security
requirements and are complying
with them.

A security evaluation review is
important in the continuing as-
sessment of the information secur-

ity program at Xerox, the secur-
ity director said.

"This is simply a periodic,
though unheralded, inspection tour
can be conducted by the compa-
ny's security officer, the operat-
ing unit's security coordinator or
an internal auditor," he stated.

"We often ask the employes
themselves to form review teams

to conduct such evaluations," Mr.
LaRue said. "This not only takes
away the 'top cop' flavor of the
exercise, but also involves the

employes in the process and there-
by builds even greater security
awareness."

There are seven functions the

company security office should
perform in protection of informa-
tion, Mi·. LaRue said. These func-
tions include: recommending and
coordinating company policy on
information security, identifying
exposure risks and developing
measures to reduce them, helping

the operating units with their
own action plans, providing guide-
lines and interpretation for classi-

fying information, investigating
disclosures of information, con-
ducting security evaluation re-

views and assisting security coor-
dinators by providing them with
appropriate tools and training.

The Xerox information security
director outlined 12 control mea-

sures for information security
programs. The measures include:

• responsibility for information
security must be defined, assigned

and broadly announced; it must be
placed high enough in the organ-

ization so it has clout;
• corrective action where de-

ficiencies exist and adequate fol-
low-up are fundamental require-
ments;

• employes should be informed

about the company's security pol-
icies so that they know the rules
of the game and what is expected
of them;

• employes must become famil-
iar with and follow company pro-
cedures for handling classified
docurnents;

• memoranda and other docu-

ments referring to new products
or services should use code names

rather than generic or descriptive
names; these code names should
not be referred to outside the com-

pany,

• when discussing classified

material ovei the telephone, em-
ployes should be sure of the iden
tity of the person to whom they
are talking

• a "clean desk" policy should
be observed in unoccupied offices
and locks on desks, files, cabinets
and offices should be used.

Such measures, Mr. LaRue said,
attack the root causes of informa-

tion loss lack of awareness and

cornplacency on the part of your
good, loyal employee.

AIA publishing digest
Legislation and litigation affect-

ing casualty insurance claims ad-
ministration was evaluated by the
American Insurance Assn in 1975,
leading to a weekly digest entitled
"Claims Administration Workers'

Compensation Digest Court Deci-
sions" for field personnel.
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Predicts continued

insurance tightness
CHICAGO-Tightening markets

and high prices for casualty in-
surance which are not likely to
change in the near future are
forcing a restructuring of the role
of insurance companies and bro-
kers, according to one major bro-
ker.

J. Bransford Wallace, president
of Armistead-Miller-Wallace Na-
tional Accounts Division of Cor-

roon & Black, said the "unholy
trinity" of insurance carrier, in-
surance broker and risk rnanager
may undergo a "dramatic re-
structuring of these balances."

"Primarily because of the com-
bination of inflation forecasts and
the disastrous stock and bond mar-

ket of late '74 and early '75," he
told the Chicago chapter of the
Risk & Insurance Management So-

ciety, "I feel the carriers' cautious
pricing and withdrawal from cer-
tain exposures entirely is going to
be a reality for the foreseeable fu-
ture.

"The very near collapse of such

a huge industry has left deep scars,
bringing me to feel that we have
reached such a milestone in the

insurance industry's underwriting
attitude and it will be a long time,
if ever, before we see a buyer's
market in many areas of the cas-
ualty market again," Mr. Wallace
said.

He told Business Insurance later

that insurance companies in the
future will select the risks they
will underwrite "on their own
terms" while self-insurance will

become more prominent, with
brokers providing quantitative ser-
vices.

He said risk managers for cor-
porations will have to examine
the."trade-off between buying in-
surance or not buying it." Alter-
natives to traditional insurance
coverage that he mentioned are:
substantially higher primary risk
retention, corridor risk retention,
individual captive companies and
industry captive companies.

"As brokers we must be pre-
pared to assist you in the neces-
sary quantitative analysis to make
decisions both in primary and ex-
cess areas of coverage as to what
your retention should be under
varying conditions, whether or
not you should join industry cap-
tives and, if so, under what set of
ground rules that would be as fair
for one member of the industry
pool as it would be for another."

Settle claim

for $2 million
SACRAMENTO-Chicago-based

insurance carriers for Spectrum
Air Lines, Novato, Cal. subsidiary
of the late William Penn Patrick,
have agreed to pay $2 million of a
$4 million settlement of claims
arising frorn a 1972 crash of a
Sabrejet into a Farrell's Ice Cream
Parlor here. The crash killed 22

persons and injured 28.
The pilot was Richard Bingham,

41, Woodland, an employe of Spec-
trum Airlines. He survived the

crash, which destroyed the Farrell's
Ice Cream parlor near the runway
of an airport here at which Mr.
Bingham was attempting to land.

Developers of the Crossroads'
Shopping Center where the ice
cream parlor was located, will pay

$300,000 of the settlement. The city
and county of Sacramento will pay
$200,000; sponsors of an air show
in which Bingham was participat-
ing will pay $100,000, Farrel's will

pay $100,000 and the state of Cali-
fornia $100,000. m

Mr. Wallace also attacked "cash

flow underwriting" on the part of
insurance companies in the past--
underwriting at a loss when in-
vestment profits were high enough
to offset it.

"Obviously, the insurance com-

panies themselves made a major
(if not the major) contribution to-
ward the near-disaster that we

went through in late 1974 and
early 1975. It is, therefore, not
difficult to understand why they
have been extremely cautious in
their underwriting approach and
in their willingness to commit re-
sources when their premium levels
are already dangerously high in
relationship to surplus," Mr. Wal-
lace said. m
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The marrm company

with the personal touch...

Philadelphia Manufacturers
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Let's

assume

4 4 you're
+ calling the

signals on your
company's pension

plan. You have to
score in two areas:

1. Your future

pensioners should get
enough to live on.

2. The cost of funding the
plan should be kept as low

as possible.

Maybe from where you're standing
the emphasis has to be the other

way around. Either way, Crown Life's
GUARD is the pension vehicle

which gains you the yardage you need.

You get:
1. High interest guarantees.

2. Low annuity purchase rates.
3 The better of the current or guaranteed

interest and annuity purchase rates.

4 Expenses either front-end or back-end, and
experience rated.

5. Optional administration and actuarial services.

And if you're concerned with the adequacy of your
retirement benefits, why not let Crown Life's pension

specialists help you carry the ball? They're warming up on
the sidelines, waiting for your nod!

(This coverage not available to employers located in the state of New York.)

Group Marketing Dept.
120 Bloor Street East

Toronto, Ontario
M4W 1 88
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LIFE INSURANCE COMPANY
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DETROIT-The City of Detroit
invests nine or ten times more an-

nually for self-insurance and ap-
propriations by the city council
for protection than it spends on
annual premiums for insurance,
the city's risk manager told Busi-
ness Insurance.

Annual premiums for purchas-

able insurance range from $1 mil-
lion to $1.5 million. Self-insurance
funds combined with appropria-
tions total between $9 million and
$10 million.

Risk management was central-
ized two years ago in Detroit's fi-

nance department. Department
head Dennis Green explained the
trend to self-insurance: John Col-

lins, an accountant assigned to
risk management, cited premiums
increasing as much as 300% (for
liability insurance), fewer bidders
in the marketplace, and the need

to make insurance dollars work

more effectively.

Mr. Collins discussed policies,
problems and possibilities for the
Motor City's insurance manage-
ment practices. Although not des-
ignated as risk manager, he de-
votes full time to risk manage-
ment. A 25-year city employe, Mr.
Collins has had a wide range of
experience with insurance cover-
ages. He received a degree in busi-
ness administration from Wayne
State University here.

With Larry Solomon, city bond
accountant to whom Mr. Collins

reports, the two attended a govern-
mental risk management seminar
last fall that was presented at the
University of Maryland on collec-
tive approaches by cities to insur-
ance buying, loss pooling, and risk
management.

The city of Detroit's finance de-

the coob'*isn

Motor City looks to self=insure even more risks

"We're getting bids for one
year on liability inSurance," he
remarked, but added that "We'11

continue to ask for longer peri-
odis. Negotiations may be for three
year contracts plus two additional
three year periods." Bidders are
allowed at least four weeks to de-

velop a bid, he said.
Policies which have evolved in

purchasing insurance are followed
where it is expedient to do so.
Decisions are sometimes dictated

by the need to cover some areas
not presently covered. Higher

partment handles all insurance
matters for the city's 47 depart-
ments. Some three-year policies
have not come up for renewal.
When they do, terms of three years
or more will be asked. "We've al-

mast always used the bidding
process," Mr. Collins said.

premiums are forcing more self-
insurance decisions, however. "We
may be keeping bigger retentions
-even up to $ 1 million-if neces-
sary."

Mr. Collins explained that in
purchasing fire insurance "We in-

sure on the basis of replacement
cost, and on an agreed amount of
insurance which is usually 90 %
of replacement value."

The annual amounts set aside

and invested for self-insurance

and appropriated for funded pro-
tection could go higher unless bet-
ter ways and means are found
to purchase more insurance, Mr.
Collins suggested. "We would like
to be in a position to self-insure
more," he declared.

Current expenditures for self-

insurance and appropriations break
down this way:

• For workers' compensation-

*,parf6, 
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term program guidance in loss prevention, funding,
and administration and assists in many other
areas of asset protection for your company.

Ebasco is prepared to perform a comprehensive
Insurance Audit to give you an objective view
(we do not sell insurance) of your present risk
management program. Then, we'll show you how
to shave a lot of strokes (and dollars) from your
company's financial scorecard. To win in the market-
place today, you can't afford to settle for just par.

These days, the course of business is lined with
financial traps. Staying out of them consistently is
the only way for a company to break par and stay
ahead of today's tough competitive field. That's
where Ebasco comes in. Strong.

Ebasco maintains the world's largest staff of top-
qualified risk management specialists engaged
solely in consulting and advisory services for busi-
ness. They will give you an objective analysis of
every shot in your company's bag and provide
professional independent guidance on how to keep
those shots on the fairway.

Ebasco Risk Management Consultants, Inc., iden-
tifies your objectives designs and implements
your employee benefits program investigates
total insurance programs for large corporations and
works on programs of outside carriers, as well as
those of inside corporation funding...gives long-

Risk Management Consultants, Inc.
A Subsidiory cf Ebasco Services Incorporated

100 Church Street, New York, N.Y. 10007, (212) 785-8712
100 S. Wacker Drive, Chicago, 111. 60606, (312) 346-3438

Airlie House, P.O. Box 1617, Hamilton. Bermuda, Tel. 1-3973

$3.2 million to cover costs, with
more appropriated for fiscal 1975-
76 than previously due to higher
benefits. Mr. Collins observed that

uniformed firemen and police are
not paid workers' compensation.

• For damage claims from the
general fund, $3 million. This is
a half million dollars more than

last year because "people are more
prone to file claims. Claims against
police are increasing in numbers
and amounts. Judgments are high-
er. This is where we are really
vulnerable."

• For fire insurance and fidel-

ity losses, a reserve fund of $1
million. Until two years ago, the
funded amount was $500,000. One
explanation for the increase is
that insurable values are up and
Detroit is using the fund to sup-
plement high deductibles under
purchased insurance policies, Mr.
Collins said.

• For stop-loss insurance for
the 4,400 vehicles (exclusive of
buses) in the automotive fleet,
$500,000. No-fault insurance has

resulted in a tremendous drop in
losses, Mr. Collins said. This in-

surance is subject to a $50,000 de-
ductible per occurrence, he added.

The city is operating its 1,100
buses and service equipment
without insurance and has desig-
nated $2 million to meet claims
against the Department of Trans-

portation (DOT). In this instance,
no-fault insurance has hurt the

city. It recently got only one bid
for needed vehicle coverage, which
would have cost $695,000 in pre-
miums to maintain the same $1.5
million per occurrence and $100,-
000 deductible. This was three

times the previous cost of $223,000
for the same coverage.

Mr. Collins noted that if the

deductible was raised to $250,000,
the premium would have been
$470,000. In this instance, a deci-
sion was made by the finance de-
partment to re-bid with higher
limits of insurance-varying from
$1.5 million to $10 million and
with $250,000 and $500,000 deduc-
tibles because of the importance
of covering DOT against liability
claims. Results are not yet in.

Mr. Collins stressed that "ex-

cept for 1969-70, the DOT excess
carriers have paid no losses and
were not carrying any reserves.
Detroit is affected by the huge
underwriting losses suffered by
the industry: $4.2 billion in 1975
compared with $2.6 billion in 1974.

"Most of the city's 47 depart-
ments are not covered by liability
insurance," Mr. Collins said.
"Where there is a big exposure
to claims they are covered. Pres-
ently about 40 risks are insured
for physical damage, crime and
liability coverage. These include
the City Airport, Civic Center,
Housing (required by HUD), the
Water Board, eight municipal
parking structures, and the train
in the zoo."

He noted that a review of all

insurance matters will be under-

taken this summer by an outside
risk management consulting firm,
Ebasco. Expected results would be
coverage in some areas not pres-
ently covered by liability insur-
ance, consolidation of coverages,
higher deductibles, changes to or
from self-insurance and possible
premium savings.

Insurance on some of the city's
best known properties was dis-
cussed: the Civic Center com-

prised of Cobo Hall (convention
center), Veteran's Memorial
Building, and Ford Auditorium is

covered for $115 million by fire
insurance carried by 16 under-
writers.

Detroit's -Cultural Center ( the
Institute of Arts, Historical Muse-



um, and main public library) is
covered for $96 million in fire in-
surance underwritten by eight in-
surers. Also, an all-risk fine arts
policy (covering vandalism, theft,
fire, etc.) for $29 million is under-
written by 12 firms on the Art In-
stitute. Fine arts policies are in
force on the museum and main

library, too.
One of the functions performed

by the finance department as a
sort of extra-curricular activity is
taking bids on builder's risk and
owner's protective liability insur-
ance for the Detroit Building Au-
thority, formed to build a new hos-
pital in the city's Medical Center.
This is not a City of Detroit proj -
ect. The hospital is now under
construction and is covered for

some $61.8 million.

The city is assisted in drawing
up specifications for some of its
properties by a committee of the
Independent Insurance Agents of
Greater Detroit that works with-

out charge to help establish values
and recommend insurance.

In discussing some of the major

problems confronting risk man-
agement, he noted that hospital
malpractice insurance on Detroit
General Hospital, a 498 bed facil-
ity, expired Nov. 7, 1975, and has
not been re-negotiated. The pre-
mium had been $444,000 annually
for $10 million in coverage sub-

ject to $25,000 deductible per oc-
currence, and the insurance was
layered and underwritten by five
companies. The city now self-in-
sures this property.

The finance department has
recommended that no action be

taken at this time on becoming
aligned with the Michigan Hospi-
tal Assn. Mutual Insurance Co.

that is being formed with a min-
imum capitalization of $3 million
to cover malpractice insurance of
participants. The charge to De-
troit would be $1,350 per bed for
435 utilized beds or $587,250 a
year plus about $150,000 for cap-
ital contributions for $1 million
annual aggregate coverage.

Another area in which the fi-

nance department is involved is
taking a hard look at the health
insurance contributions the city
makes to four or five hospitaliza-
tion plans for city employes. These
plans cost the city $23 million a
year. Mr. Collins noted that under
current labor contracts "We cannot

reduce benefits but we are explor-
ing the premium-cost factor."

Maintaining insurance in force
is another problem for the risk
management department. On the
Cultural Center's fire insurance,
for example, one underwriter can-
celled, so the city re-bid and got
one bidder at lower rates.

Another problem of maintaining
existing insurance arose with a
decision about whether or not to

re-bid coverage when the two car-
riers on the Civic Center's liability
insurance doubled the premium
for $11 million coverage. The re-
quested premium for a renewal of
contract was twice the $63,000 pre-
viously charged. Risk management
explored higher deductibles but
the premium savings didn't war-
rant that, according to Mr. Collins.

Liability insurance on the train
in the Detroit Zoo has tripled for
one-year coverage-from $9,000
to $27,000-Mr. Collins noted.

Some existing problems may
have possible solutions, Mr. Col-

Benefit division grows
Compensation Systems Inc., In-

dianapolis, acquired through a
merger of the pension division of
G & A Associates Inc., the em-
ploye benefits division of Gregory
& Appel Inc., Indianapolis. Com-
pensation Systems is an employe
benefits consulting firm. Roger W.

Skinner will become vp of the
joint venture.

lins observed. "We're looking for
excess insurance at an affordable

price, taking a hard look at ex-
cessive premiums."

One possibility that may be ex-
plored is to put all 47 departments
under one liability insurance pol-
icy. "The premiums would be

high," said Mr. Collins, "but de-
ductibles could be $500,000 to $1
million. While it may not be pru-
dent or possible to buy or to pay
the premiums for such a policy,
we want to have a look at this."

The city might be interested in

some intelligent approach of pool-
ing with other Michigan cities,
particularly for purchasing excess
insurance with high deductibles,
Mr. Collins said. He sees a need

for a central director or risk man-

ager if cities did j oin forces and
also views the assessment of costs

as a possible legal problem. "De-
troit is interested in saving mon-
ey," he said "and hasn't ruled out

a pooling procedure." •
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A Flexible Market for     -

Treaty Reinsurance,

Casualty Facultative Reinsurance

and Excess Covers.

Call [212] 269=0300

NORTH STAR

REINSURANCE CORPORATION
90 William Street,  New York, N. Y. 10038
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The benefits of insuring with Na 1
Shand, Morahan & Company is America's second
largest underwriting manager of Architects' and En-
gineers' insurance.

That's why, like the well known car rental company,
we try a little harder when it comes to winning and
keeping your business.

We try hard to keep your premium costs as low as
they can be without sacrificing protection.

We try hard to make our basic coverage a bit more
encompassing than number one's. And then offer

choice additional options customized to your indi-
vidual needs.

Like the largest insurer, our clients are some of the
best known and biggest firms in the country. We offer
limits as high as $10 million .and higher limits may
be arranged.

Our many years of experience, our stability and our
policy of"an immediate response always" might just
convince you: insuring with number two really puts
your best interests where they belong. First.

11 Shand, Morahan & Company, Inc.
801 Davis Street Evanston IL 60201 312/866-9010 Cable: Shanmor Telex 72.4328

Available only through licensed insurance agents and brokers.
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Past practices on insurance drew criticism

N.J. road probe spurs risk manager search
WOODBRIDGE, N. J.-A risk

manager will be hired for the first
time in the history of the New Jer-

sey Highway Authority, the state
agency which operates the 173-mile
Garden State Parkway.

The position will pay between
$17,863 and $26,823 annually, ac-
cording to Commissioner Julius
Hoffman, who made the recom-
mendation to create the new post.

Part of the impetus for creating
the job came from severe criticism
leveled at the Parkway for its in-

surance buying practices.
The Parkway's coverage was ar-

ranged through a politically-ap-
pointed four man board. Each
member of the board is an insur-

ance broker compensated by com-
missions on Parkway premiums.

Over the last year, the Parkway's
liability insurance premiums have
increased 135%. This compares to
only a 26.8 % increase for the same
liability coverage written for anoth-
er state roadway, the New Jersey
Turnpike.

Both the Turnpike and the Park-
way are insured for liability by the
same carrier, the Home Indemnity
Co., headquartered in Manchester,
N. H. But for the last five years,
the N. J. Turnpike Authority has
had a risk manager to negotiate
coverages, Charles A. Dupuis Jr.,
director of insurance.

Because of the discrepancy in the
liability rate increases for the two
roadways, the insurance buying
practices of the Parkway were in-

vestigated by U. S. Attorney Jona-
than L. Goldstein. The investiga-

tion did not uncover any evidence
of wrongdoing, but called for the

Parkway to drop the four-man
board and go to competitive bid-
ding.

Commissioner Hoffman's direc-

tion to hire a risk manager fol-
lowed the investigation.

However, Frank Palombo, com-
ptroller for the N. J. Highway
Authority told Business Insurance
that he and his staff were search-

ing for a better way to handle the
Parkway's insurance program long
before the investigation took place.

He also noted that bids were

solicited from 17 different insur-

ance companies last year after
Commercial Union announced it

would not renew the Parkway's

liability coverage because of its de-
cision to withdraw from state busi-

ness in New Jersey.
Only two insurance companies

out of the 17 approached would
even agree to make quotes on the
Parkway coverage according to Mr.
Palombo, who handles the day-to-
day details of the insurance pro-
gram.

They were Hartford Insurance
Co., which bid $742,000, and Home
Indemnity, which bid $410,000 for
the same amount of coverage.

The lower bid was accepted, and
the policy went into effect on Jan-
uary 1, with Home Indemnity as
the new underwriter.

The Turnpike is currently pay-

Frank B. Hall

is very worldl
We're insurance brokers
for clients in over

100 countries.

U.S. companies with overseas
interests often discover interna-

tional insurance can be a chaos of

currencies, widely divergent laws
and government regulations.

We believe our major contri-
bution to international risk

management is our ability to help
multinational firms establish one

unified, worldwide program,
compatible with local requirements
and offering the same quality
services abroad as at home.

Our domestic offices are

staffed to coordinate international

insurance requirements. They're
backed by a team of international
specialists on call anywhere in
the world.

We've become one of the

world's leading insurance brokers
by our ability to bring fresh,
flexible, innovative thinking to
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international insurance. Perhaps
we can help you.

Offices in 60 major cities here
and abroad (including new offices
in Rome, Tehran and Riyadh).

For information call or write:

Albert J. Tahmoush, President,
Frank B. Hall&Co., Inc.,
549 Pleasantville Road,
Briarcliff Manor, N.Y. 10510,
(914) 769-9200.

When you need a better solution.

ing only a $295,000 premium for
the same type of liability cover-
age from Home Indemnity, even

though it has 600 vehicles in its
own fleet compared to the Park-
way's 281.

However, the policy for the
Turnpike is a renewal from Home

Indemnity effective May 1, not a
piece of. new business.

Mr. Palombo said the Parkway

pays about $900,000 in annual pre-
miums for its total insurance pro-

gram, including workers' compen-
sation, and that a number of in-
surance carriers besides H6me In-

demnity wrote the coverage. He

stressed that reports in New Jer-
sey papers· that the Parkway was
paying $1 million a year in premi-
ums just for liability coverage
were incorrect.

He described the process he and
his staff went through in trying to
fashion a more efficient insurance

buying program for the Parkway:
"Back in December we began

looking in a number of different
areas to see what was being done.
We spoke to representatives of the
Turnpike and the Port Authority
of New York and New Jersey, and
then to the New Jersey department
of insurance for ideas.

"I made contact with the New

Jersey chapter of the Risk and
Insurance Management Society
(RIMS) through chapter president
Fred Molineux, and ultimately con-
tacted Ron Judd." (Mr. Judd is
executive director of the national
office of RIMS).

"The work we were doing would
have concluded in the same direc-

tion with or without the investi-

gation of the Parkway by the U. S.
attorney," Mr. Palombo said.

He said RIMS is cooperating
with the highway authority in
helping them to find a capable risk
manager.

Although it will be up to the
new risk manager when hired, it
seems likely the four-man board
of commissioners will be allowed

to compete its term of office, and
will then be phased out, the comp-
troller said. .

Doctor sues

drugfirm,wins
$1.2 million

SACRAMENTO-In a medical

malpractice "man-bites-dog" sort
of reversal, forrner Sacrarnento
physician Dr. Gordon Runnels has

won a Superior Court jury award
of $1.2 million damages from As-
tra Pharmaceutical Products Inc.,
Worcester, Mass., on charges that
the company made an anesthesia,
xylocaine, which badly injured a
patient and forced him to quit his
medical practice.

The jury decided the pharma-

ceutical firm was guilty of fraud.
Dr. Runnels had asked for dam-

ages of $6.55 million.

The incident occurred in 1968,
when seven year old Kimberly
Gerringer was treated by Dr. Run-
nels at a hospital for bicycle acci-
dent to her leg. Dr. Runnels, un-
able to immediately locate an anes-

thesiologist, administered the xylo-
caine directly into the child's in-
jured leg.

Attorneys contended during the
six month trial that the child suf-

fered convulsions because the xylo-

caine cut the supply of oxygen to
the child's brain, thus causing him
to suffer brain damage.

Astra previously had paid a
damage award of $550,000 to the
child. Dr. Runnels, now a resident
of Santa Barbara, sued the drug
manufacturer as being responsible
for the loss of his medical prac-
tice. •



Reconsider ru/ing on
severance pay plans

WASHINGTON-An outcry
from employers on the Labor De-
partment's definition of a sever-
ance pay plan has caused recon-
sideration of final regulations.

Employers told the regulation
writers that defining a non-
ERISA severance pay plan as a
pension plan, and therefore sub-
ject to the pension law, would
mean the curtailment of many of
those plans in favor of having to
fund, disclose and report on those
plans.

"It's a step on behalf of the
Labor Department to listen to em-
ployers," a benefits consultant
said. "They have to decide where
to draw the line, and they prob-
ably said, 'I think we drew the
line a little too tight. '"

The proposed revision to last
summer's regulation will extend
the period and amount of pay-
ments that can be made before a
severance pay plan is considered
a pension plan.

Currently, only one year of
final average salary can be paid
under a severance pay plan. This
will probably be increased to two
years of pay, the Labor Depart-
ment said.

Also, payments will probably be
allowed to run for a year follow-
ing normal retirement age or
elected early retirement. The rules
now say that payments can be
made only for a year after they
begin.

Some plans extend payments
for 18 months, but this would be
allowable after the rule is revised
if an employe leaves before early
retirement.

The proposed revision also lib-
eralizes rules on supplemental
payments to retirees. Such pay-
ments were not allowed to start
for employes who retired after
Sept. 2, 1974, the day ERISA was
signed, but the proposed revision

Agents told
to perform
client audits

BOSTON-Agents and agency
operations should perform com-
plete audits for all their commer-
cial accounts to improve their bu-
siness and their client relation-
ships, according to the president
of the American Institute for Prop-
erty & Liability Underwriters, In-
surance Institute of America.

The audit should identify client

risks and coverages for the client,
and should include an audit report
consisting of easily understood lan-
guage, Dr. Edwin S. Overman,
CPCU, told the New York State
Assn. of Insurance Agents Inc.
this month at the group's annual
meeting.

Other areas where an agency
can improve its operations include
revamping internal operations and
dealing more effectively with in-
surance companies.

With insurance companies, the
agents should "assume an aggres-
sive role when dealing with prob-
lems" and be honest with their

companies.
In internal operations, the agen-

cy must plan for future growth and
compensate producers fairly, Dr.
Overman said. He added that

owners should identify the compo-
nents of their compensation sys-
tem to see if all services are being
perfornned by the producer.

"In this manner, you pay only
for what's being done," Dr. Over-
man said. •

will extend the cut-off date to

yearend 1976.
Other restrictions on supple-

mental payments are expected to
continue. These are: payments
rnust conne fronn general company
assets, not the pension fund, and
the payments must not be part of
an employe benefit plan or com-
municated to employs before re-
tirement.

Also, payments are limited to
one year, the employer must be
under no legal obligation to pro-
vide these payments,· and employes
must be informed in writing of
these restrictions.

The Labor Department declined
to say when the proposed revision
will take effect as part of the
final regulation. •
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Attention! Consultants · Administrators · Agents · Brokers

STOP LOSS PROTECTION
for

CORPORATIONS AND TRUSTEED HEALTH & WELFARE FUNDS

THAT HAVE OR ARE CONSIDERING A

SELF INSURED GROUP HEALTH PLAN

AGGREGATE AND SPECIFIC EXCESS COVERAGE AVAILABLE FOR QUALIFIED
GROUPS WITH AS FEW AS 150 EMPLOYEES

CONTACT STEVEN P. STUCKY, C.L.U.
GROUP VICE PRESIDENT
THE LAFAYETTE LIFE INSURANCE COMPANY

LAFAYETTE, IN. 47902 (317) 474-3416

It
te sit
all!

Every risk manager, financial
officer, broker or agent involved
in the administration of a self-

insured program should have
a copy of GAB's new booklet
" Services for

the Self-Insured." It's free.

We have the answer.

The nation's leading independent
insurance service organization.

General Adjustment Bureau
Management Services Department
123 William Street, New York, N.Y. 10038
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G entlemen: 1 want a FREE copy of your 1976 " Services for the Self-Insured- booklet.
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Anticipated losses still allocated by accruals

Accounting rules alter bookkeeping
at 3M,but not view of risk retention

By SUSAN ALT

CHICAGO-"I don't see FASB-
5 as the buggaboo that some peo-
ple think it is," said Howard T.
Weber, director of insurance for
3M Co. of Minneapolis.

Furthermore, he went on to say
that "FASB-5 has not changed the
extent to which our company goes
to the cornnnercial insurance mar-

ketplace for protection." In other
words, 3M may have changed
some of its bookkeeping practices,
but the company hasn't changed its
view of self-insurance practices
just because it can no longer charge
off against income its anticipated
future losses by using accounting
adjustments over a period of years.

This is attributable, at least in
part, Mr. Weber said, to the fact
that "FASB-5 came at a time when
additional insurance is not readily
available for catastrophes at rea-
sonable costs. If FASB-5 had come
in 1970 (when insurance markets
were looser), we might have gone
out and purchased more insur-
ance," as a result of not wanting
to self-insure as much. 3M has
been a major self-insurer and has
used a complex internal self-in-
surance accounting system since
1966.

"But if anything, we're accepting
more risk post-FASB-5 than we
did before," Mr. Weber told Busi-
ness Insurance, because of the tim-
ing of the accounting standard and
because of the "lousy condition"
of the insurance markets. (The
Financial Accounting Standards
Board is the rule-making body for
establishing records of publicly-
owned companies.)

Insurance companies, however,
have felt the impact already of not
being able to accrue on their books
the kind of catastrophe reserves
they've previously been able to use
to offset heavy losses in a year, Mr.
Weber believes. "FASB-5 hasn't
affected self-insurance nearly as
much as it's affected the availabil-
ity of high-risk insurance in the
commercial marketplace. You can't
find some kinds of errors & omis-
sions or product liability insurance
because the companies can no
longer reserve for those big loss-
es," he asserted.

Mr. Weber's comments were

made at an American Management

our

Denver

team

is ,

WARREN & SOMMER

3955 East Exposition Ave.
744-3711

SEE OUR AD ON PAGE 26

Assn. meeting here late last month
on the impact of the standard on
accounting for contingencies, issued
a year ago.

In its 1975 annual report, 3M
noted that on Jan. 1, 1976 it reclas-
sified as a result of FASB-5 and

another accounting standard some
$33.6 million in reserves which had
been accrued for various reasons.
This amount includes, Mr. Weber
said, the self-insurance reserves
which had been accrued in previ-
ous years, although the amount was
"immaterial to total operations,"
and did not require a separate dis-
closure.

Mr. Weber believes that there

are certain accruals that have been

used by self-insurers in the past
which can, and indeed should, con-
tinue. Since, under the FASB rule,
immaterial items aren't affected, he
noted that his philosophy, and it
is in agreement with 3M's account-
ants, is, "if (accruals are) mean-
ingful internally, but immaterial to
the company's overall operations,
keep on using the accrual system
that you've used all along."

But, he added, this problem of
materiality must be evaluated and
judged separately for the operating
statements and for the balance

sheet, since items that may not be
sizeable or material for one state-

f

L

ment may be substantial and very
material on the other.

Although the ability to establish
a more stable pattern of corporate
earnings by using these accruals
for self-insured losses is now im-
paired, "we have felt all along that
the best way to value a business
and present the condition of the
ongoing operations, was to make
accruals for reasonably foreseeable
losses" in order to force the op-
erating divisions of the company to
recognize their risks of loss and
build the c6sts of those risks into
the prices of their products, said
Mr. Weber.

"This is, of course, pre-FASB-5,
but we still feel this way," he stat-
ed.

Mr. Weber said he has to agree
with the FASB in establishing stan-
dard number 5 to the extent that
the board was attempting to pre-
vent the illusion of protection
against losses when there really
was none. "Your cash position is

exactly the same with or without
an accrual," he pointed out to the
group. "Self-insurance per se does
not provide any protection of cash.
I have to agree with the FASB that
cash protection does not exist"
with the practice of accruing for
future uninsured losses.

Mr. Weber said he isn't bothered
much by the fact that there no
longer can be an adjustrnent of
time periods to recognize losses on
the books. "If our cash position is
well enough protected that we
could afford a (large) loss in a
given period, then the fact that
we're going to have to show an
extraordinary loss on our P&L in
one year (under the new rules)
doesn't bother me that much," he
said.

"True, those of us with facilities
along the San Andreas Fault ( in
California) can't build up reserves
against an earthquake catastrophe
there, and against the loss of that
property. But if Singer Co. can
write off $350 million in one year

A NEW PREMIUM MANAGEMENT PROGRAM

which allocates premiums orself insurance
budgets to profit centers using bott

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

of stop losses needed for catastrophe protection

Write to: Corporate Systems, P.O. Box 2827, Amarillo, Texas 7910!

Or Phone: 800 858-4160 - Toll free from outside the State of Texat
(from Texas call 806 376-4223



when it decides to get out of the
computer business, I guess we
don't have to worry much about
our fluctuations in earnings" from
self-insured losses, Mr. Weber
quipped.

The purpose of buying insurance
is to prevent significant changes
in earnings or on the balance sheet,
he pointed out. "To the extent that
self-insurance accruals were suf-

ficient to accomplish those ends,
self-insurance could be used in

place of insurance. But self-insur-
ance never could prevent a change
in cash on the balance sheet."

In Mr. Weber's personal opinion,

there are certain predictable, and
easily documented, and probable
losses that are still accruable as in

the past, such as self-insured pro-
duet liability risks, which he con-
siders traceable to an "occurrence"

which is the sale of products. "In
terms of recognizing in your pro-
duet costs the remote loss ex-

posure, neither FASB nor the

CASB (the Cost Accounting Stan-

dards Board, a government ac-
counting body) prohibits reason-
ably allocatable charges. But re-
serving for those losses in any
meaningful amount is prohibited

by the FASB," said Mr. Weber.
He pointed out that the FASB

rules now mandate that an accrual

be made if an event has occurred

that a company 1mows will give
rise to a loss. "Occurrence can be

the act of sale, for example, if you
want to accrue for product losses,"
he believes. He included product
injury liability losses in this cate-
gory as well as product warranty
type costs. "Since the insurance
companies are always going to
court over the time of an occur-

renee, how can the financial ac-
countants say for certain when an
occurrence is?" he asked rhetoric-

ally, indicating that in his opinion
self-insurers have some latitude on

judgments in this area.
"For instance, say you're a cos-

metics manufacturer and you know

that one-tenth of 1% of an the

users of your cosmetics are going
to turn out to be allergic to them,
and the historical experience shows
that you'll incur bodily injury
claims arising from those cases. As

I understand it, this is an appro-
priate area for accrual and disclo-
sure," said Mr. Weber.

Robert S. Gray of the Chicago
office of Coopers & Lybrand, also

a speaker at the AMA meeting,
said he thinks incurred-but-not-

reported losses can still be accrued
for by self-insurers "because they
can be reasonably estimated based
on historical experience."

Further discussion during the
seminar established that the ques-
tionable area when accruing for
IBNRs is a company's ability to
fully document the predictability
and probability of the losses which
supposedly have been incurred but
not reported. Proof of the method

of calculating the accrual and proof
of historical experience seemed to

A new service we now provide to:

be an agreed determinant of a
firm's ability to charge the loss to
a current period.

Queries from those attending the
session established that historical

experience on IBNR losses could
be gleaned from other companies
with similar exposures in order for
a self-insuring company to be able
to document the amount of IBNR

losses expected.
Financial statements for 1976,

Mr. Gray said, will show more ef-
fects of changes in accounting prac-
tices following FASB-5. He indi-
cated most companies had elected

to wipe out reserves for losses dur-
ing the 1976 year, instead of show-
ing the changes during 1975.

Acceptable alternatives to ac-
cruing reserves for future antici-

pated uninsured losses under

FASB-5, Mr. Weber noted, are to
set up an excess depreciation ac-
count for accruals "if you've got
historical proof to reasonably es-
timate the useful life of an asset,"
and to make allocations of retained

RISK MANAGERS who are genuinely concerned about an
equitable and understandable premium allocation, and
FINANCIAL OFFICERS who can't wait six months after a policy
year to get risk costs into the cost of producing a product.
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4956#Ins

business insurance, June 14, 1976/53

earnings for continguencies. "We
have elected at 3M not to use

either of the permissible systems
because we don't see that it serves

any useful purpose," he said.
Not enough people have thought

about the problem of accounting
for retrospectively rated insurance
contracts as they are affected by
FASB-5, said Mr. Weber. The
problem, he continued, is with that

portion of the prenniunn paid to an
insurer which is merely a deposit
for which there is no actual trans-

fer of risk and cannot be recorded

as an expense agamst income on
the operating statements under the
FASB-5 rules. The rules say that
only bona fide risk transfer premi-
ums can be recorded as expenses
on the books.

Charles R. Proctor, assistant vp
of Marsh & McLennan's consulting
division in New York, disagreed

with this assessment of reporting
premium expense for retro pro-
grams. He noted that accountants
he had talked with have said a

retro contract does involve genuine
risk transfer and would fulfill the

requirements for accruing.
Mr. Weber came back with: "If

your retro premium payment sys-
tem involves some advance pay-
ment for losses not already incur-
red, then there might be some ad-
justment required under FASB-5.

Any portion of property or liabil-
ity premium deposit paid to Allen-
dale Insurance Co. or anybody else

that is to be returned to you, if you
don't have any losses or have few-
er losses than expected in a period,
has to be recorded for that period
as a receivable. That's because it

is due to be paid out by the insur-
er as an adjustment."

Mr. Weber also noted "the real

hooker" in FASB-5 which refers

to the rule not being applicable to
employe-related losses, including
workers' compensation. "I think
the FASB ignored the fact that
with workers' compensation there
is a significant yearend contingency
involved," said the 3M insurance
director. "Our opinion is that we're
treating work comp accruals ex-
actly the same as we'd treat any
other accrual for other risks under

FASB-5, in spite of paragraph 7
in the statement," he said. •

NFPA elects
The National Fire Protection

Assn. elected William A. McAdams

of General Electric Co. chairman

of its board of directors. Also

elected at its 80th annual meeting
were Dr. John Bryan, first vice
chairman; J. Armand Burgun, sec-
ond vice chairman; Joseph John-
son, treasurer; and Alan Stevens
secretary.

The

$25.0 million
difference
inTexas
workmen's
comp coverage.
$25.Omillion-that'showmuch
weretumedtoourworkmen's

compensation policyholders in
1975 alone through dividends,
premium discounts, and
retrospective returns. Those
savings have convinced many
companies to separate their
Texas coverage from their national
workmen's compensation plans.
It's worth a phone call to learn
aboutthe$25.Omillion
difference in Texas workmen's
comp coveraae. Call us collect
at 214/742-9331.Ask for National
Accounts.

----- Texas ErnFLOveRS'

,naunanceAssociaTion

P. O. Box 2759

Dallas, Texas 75221

Employed Insurance of Texas:
Texas Employers' Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers National life Insurance Co.
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3M's internal method of

spreading self-insured
costs uses new accounts

CHICAGO-3M Co. is continu-

ing to use a system of internally
accruing its predicted losses which
are self-insured, although it won't
be using the same system any
longer for earnings reported to
the general public, according to
Howard T. Weber, director of in-
surance.

Several new bookkeeping pro-
cedures are being followed in the
insurance department in order to
allocate to operating divisions the
anticipated costs of losses, in the
wake of issurance of FASB-5, Mr.
Weber said.

"We no longer have reserve

goals," he said, "but we are con-
tinuing to make accruals to the
extent that we have predictable
losses and adequate experience
data." Since 1966 when 3M set
up its self-insurance accounting
system, the company has had es-
tablished goals for the size of re-
serves it wanted to build up in
each exposure area in order to
cover losses when they occurred.

"Now we're saying, 'This is our
exposure to uninsured losses,' and
our accruals today are on the ba-
sis of proper allocation of costs
from those exposures to loss. We
will review these accruals reg-

ularly to determine if we are ac-
cruing at too fast or too slow a
rate, but not with any reserve
goal in mind."

The company is using these in-
ternal accounting procedures pri-
marily for the purpose of proper-
ly allocating expenses to the op-
erating divisions and building
these costs into the price of prod-
ucts manufactured. Charges to di-
visions for uninsured property
risks are based on fire rates plus
a factor to translate the charge to
all-risk protection basis products
liability charges are by division.
Workers' compensation charges
are by department payroll plus an
experience rating factor. Auto li-
ability is charged by geographical
area with an experience rating
factor.

"We can't fully experience rate
property self-insurance costs yet
because we don't have enough
data," said Mr. Weber.

3M requires that the operating

divisions pay for themselves the
first $5,000 of every physical dam-
age property loss, and the first
$10,000 of every business inter-
ruption loss, with a 20 % coinsur-
ance provision applicable beyond
those "retentions", Mr. Weber ex-
plained. The corporate insurance
department then provides the di-
visions with financial protection
for the 80% of losses over the re-
tentions, provided any losses are
unexpected, unintended and un-
usual, he added. 3M doesn't charge
divisions for any deductible or co-
insurance under its liability pro-
tection system.

"We're trying as best we can to
act like underwriters," noted Mr.
Weber.

SM's insurance department,
which includes personnel handling
all insurance and self-insurance
accounting matters, maintains a
set of ledgers called "memo ac-
crual" books, as well as records
of contingency accruals for inter-

1
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Aitna's National Accounts Department
learned a long time ago when you design
and price your product properly, you can
maintain a consistent market in good times
and bad. That's why when people call us
"conservative", we smile and agree whole-
heartedly.

But a knowledgeable risk manager expects
more than an attitude. Aitna Life & Casualty
delivers a broad range of services to its na-
tional accounts. Ten strategically located
regional offices staffed by full-time special-
ists put high-level expertise and decision-
making ability near at hand where it belongs.
And without sacrificing the intimate knowl-
edge of your operation that comes only with
sustained personal contact.

Because your account manager and his team

are in constant touch with your people, little
problems can be found and corrected before
they become big ones. And ftna's country-
wide network of branch offices with claim

and engineering facilities is available to help
supply quick local action when you need it.
/Etna has developed a National Accounts
operation that's fast, mobile, flexible, and
foresighted. One you can depend on to do
the job whatever your organization requires
or the economy dictates. If this is the kind
of outfit you want handling your risk pro-
gram, talk td an ftna agent or broker
about us.

It doesn't have to be today. After all, we'll
be around tomorrow.

You get action with AEtna

LIFE & CASUALTY

nal purposes. Although entries in
neither set of books are allowable

under FASB-5 rules for public re-
porting purposes, they are used by
3M to internally justify the charg-
es being made to the subsidiaries,
ernment contracts under Cost Ac-
counting Standards Board regula-
tions.

"There's only a couple million
a year going into our contingency
reserve, so it's not material. We
decided to adjust the reserving
practices quarterly ( under FASB-
5), because we didn't want to get
into a position of having built up
a big reserve and then having to
disclose any adjustment," Mr.
Weber said. •

Agentsquery
on liability
re: flood risks

JEFFERSON CITY, MO.--The
question of an insurance agent's
potential liability for making a
wrongful determination of wheth-
er a client's property is within a
certain flood hazard area is not

fully determined yet, said the
newsletter of the Independent In-
surance Agents of Missouri in its
latest issue.

A query to the U,S. Department
of Housing and Urban Develop-
ment about responsibility for de-
termining flood hazards for prop-
erties elicited the response that
the lending institution making a
loan on the property is responsible
for this determination, the news-
letter said. The Mandatory Pur-
chase Guidelines issued by HUD
specify that the lender may not
discharge this responsibility by
obtaining a self-certification from
the borrower.

The newsletter then went on to
note that a staff attorney for the
National Flood Insurance Assn.
(NFIA) has said a lending insti-
tution may request that an insur-
ance agent subm,it the certifica-
tion that a property is not in a
flood hazard area. If this is done,
the bank or lending institution
may rely on that agent's certifi-
cation, although such a certifica-
tion would "not relieve the bank
of liability for making the prop-
erty determination," the newslet-
ter quoted the NFIA attorney as
stating.

NFIA's attorney advised insur-
ance agents to use their own judg-
ment when asked for this type of
certification because the question
of the agent's potential liability
for making an erroneous deter-
mination has not been resolved. •
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No insurance prob/ems
for 3 M commute-a-van . li

ST. PAUL, MN.-Nominal in-
surance losses and break-even

costs have kept Minnesota Mining
& Manufacturing Co.'s "commute-
a-van" program rolling here.

House-to-house pick-up service
for 800 3-M employes is provided
by 75 company-owned and in-
sured vans. The vans were started
as a reaction to the energy crisis
of 1973 but unlike other pooling
programs, this one still is going
strong.

According to 3-M's administra-
lion services supervisor, Mrs. Hel-
en Sever, insurance amounts to
$40 a month for each van-or
about $36,000 a year for the fleet.
Each passenger pays a flat rate
in his monthly fare to cover the
insurance costs.

Howard Weber, 3-M's director
of insurance, said because they
have experienced only nominal
claims in the three years of the
program's operation, the insurance
cost, which is given an in-house
experience rating, also has a low
cost.

Insurance for the 75 vans and
the service's 800 passengers is
provided by a private carrier,
which was not named, and is in-
cluded under 3-M's comprehen-
sive general liability program.
Mr. Weber said the proportion of

'Emergency
coverage for
state taxies

SAN FRANCISCO-Inability of
California taxicab owners to find
insurance carriers willing to sell
them coverage against the normal
risks faced in that business has
been met by state Insurance Com-
missioner Wesley J. Kinder with
an "emergency" amendment of
rules governing the state's assigned
risk plan.

Under Mr. Kinder's action, the
plan will be permitted to write cov-
erage for commercial vehicles of
up to 16 passenger capacity.

The emergency ruling becomes
effective upon filing with the Cali-
fornia Secretary of State. Californ-
ia has been the only state which
did not permit the assigned risk
plan to provide coverage of public
transit firms such as taxi compa-
nies.

Mr. Kinder's order also estab-
lishes rates at which the taxicab
risks may be written in various
areas of California and establishes
a formula for use in determinmg
the premium which can be charged
for those various limits of liability
imposed on public liveries under
various circumstances. Under the
ruling, the taxicab requests for in-
surance coverage will be assigned
in "regular order of rotation" to
any insurance carrier participating
in the plan, which now is develop-
ing pooling arrangements for large
risks.

The National Industry Commit-
tee on Assigned Risk Plans, meet-
ing in San Francisco, adopted a re-
solution including general guide-
lines for the pooling of large risks
through the plans.

San Francisco attorney Sidney
Weinstock, who specializes in in-
surance law, received from the
California Insurance Department a
permit to raise funds for establish-
ment of an auto liability carrier to
write only public livery risks.

When it is established, Mr.
Beinstock said, the new carrier
will be known as Pacific Public
Carriers Insurance Co. and it will

be a stock company. •

the van insurance to total insur-

ance is "insignificant."
Passengers in the 12-seat vans

are picked up mainly in the sub-
urban areas; the average fare is
$26.25 a month for a 50-mile
daily round trip ride. Some em-
ployes commute as much as 140
miles a day.

According to Mr. Weber, the
insurance charge included in the
fee "never is more than 10%" of

the fare, which is based on dis-
tance traveled.

The company's commute-a-van
program recently won the Federal
Energy Administration's first com-
prehensive energy award.

The total cost of the program is
unavailable, according to Mrs.

5 ,
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Vans provide not only door-to-door transportation for 3M employes, but also time for a little chess.

Sever, ·but the operating costs are
covered by the fares on a break-
even basis.

The drivers of the vans also are

3-M employes who have received
special training and have a spe-
cial class of dr-ver's operating
license.

' There is a careful selection of

who the drivers will be; 'Ne in-
vestigate things like their driving
record," Mr. Weber said. •

This unassuming little booklet
will make you feel secure anywhere in the world.
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N will brirg millions of square miles of
geography within your reach. Territory that
is protected by a most efficient and exten-
sive system of risk management services.
You'll see the world carved in-o distinct

geographical pieces . strategically linked
through a network of 4 Head Offices, 26
Regional Offices and hundreds of inde-
pendent representatives.

You'll read about a most extraordinary
system of protection for public. personnel,

property and prc,f t abroad. One that works
before. during and after the,oss

You'll discover how to make :his system
work for you in tie most rerrote and
unlikely places. We have cortacts in over
250 cities in more tian 100 countries

around the world.

Get:he whole story about our wide spectrum
of international services. including claim
and loss . marine... loss control.

reccvery... rehaoilitation... computerized
loss analysis . and more. It s all in our
International Service Directcry. Call or
write for your copy.

It's the quiet little book with the very
loud voice.

International
Service

Corporation

1600 Arch Street

Philadelphia
Pennsylvania 19101
USA

215-241-4629
Telex: 83442

Cable: NORAMA
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Fuqua adds to benefits
with ESOP for employes

ATLANTA - Fuqua Industries
Inc. is supplementing its tradition-
al employe benefit program by set-
ting up an employe stock owner-
ship plan (ESOP) for certain of its
employes, Business Insurance has
learned.

The ESOP, which is designed to
give Fuqua tax breaks for two
years under the terms of the Tax
Reduction Act of 1975, is already
operative, but is awaiting final In-
ternal Revenue Service approval.

Robert S. Spencer, vp of insur-
ance, explained that even if the
IRS fails to approve the new
ESOP, it will remain in force as
an employe benefit, but without
the anticipated tax advantages to
the company.

Fuqua set up the trust which

will maintain the plan by making
contributions of cash which were

used to buy blocks of Fuqua com-
mon stock from outside sharehold-

ers.

The shares purchased for the
trust are publically traded and will
be allocated to eligible non-bar-
gaining Fuqua employes with one
year of service.

There was no dilution of the

value of the stock in the transac-

tion, nor any splitting of shares,
Mr. Spencer said.

The allocations have not yet
been made, but will be based on
employe earnings, with a $100,000
cap.

"We fully anticipate to be going
out to the market and buying more

stock for the trust in 1976," the vp

of insurance remarked, indicating
the company's plans to expand the
ESOP in the future.

The impetus for initiating the
ESOP came from chairman and

chief executive J. EL Fuqua him-
self, Mr. Spencer noted, and the
insurance department was involved
in developing the project.

Mr. Spencer, who this year is
first vp of the Risk & Insurance
Management Society, is part of the
three member committee of trus-
tees for the ESOP.

It is the same group which acts
as Fuqua's pension committee. In
addition to Mr. Spencer, it includes
Hiram Howlan Jr., Fuqua's secre-
tary, snd Lawrence Klayman, se-
nior vp.

Employes participating in Fu-
qua's new ESOP will be fully
vested after seven years.

But if they leave the employ
of the company for any reason,
they will be immediately eligible
to receive their percentage of the

Need quick, competitive
quotes on strange risks?
Call Blades.
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We'll get you covered.
Coverage of unusual risks like a well
blowout or fire is one of our more

important lines. And it is tricky.

We helped initiate well control in-
surance, for example. We believe
we offer better and more compre-
hensive coverage because of our
24 yrs. in the business. (We can

protect your client against risks
ranging up to pollution suits re-

sulting from oil spills.)

Blades gives you a single source
for coverage and limits exDeeding
$300 million and near-ins:ant

placement. Plus coverage on very
nearly anything from crop dusters

J. H. Blades &Co., Inc.

trust.

According to consulting firm
Hewitt Associates of Chicago, "Tax
Reduction Act ESOPs" have acted

as the catalyst for much of the
current interest in ESOPs overall

as employe benefit plans.

This is the category to which
the new Fuqua ESOP belongs. It
is designed mainly to let the com-
pany obtain additional tax credits
for contributions made to .'em-

ployes.
Under the Tax Reduction Act of

1975, companies can set up such
ESOPs in order to give their em-
ployes a contribution of 1 % of
eligible capital expenditures in-
stead of paying that amount in
taxes to the Internal Revenue Ser-
vice.

The law only applies such de-
ductions through 1977, but Mr.
Spencer said Fuqua anticipates
that the provisions of the law are
likely to be extended beyond that
year. .

-:-/*4:1

to political risk and marine risks
(including liability and direct

damage insurance).
Before you make a proposal,

call Blades. We'll get you covered
in a hurry.

Contact G. F. Burke

J. H. Blades & Co., Inc.
P.O. Box 22003

Houston, Texas 77027
+/ 713/526-6551

Id . A . Cable: "BLACOINS"I  1 Telex: 775-426
/ Other offices in San Antonio

\- and Bermuda.

Sees need

for required
pensionplans

PHILADELPHIA-A manage-

ment consultant has suggested em-
ployers be required to provide
pension programs for employes
as a means of keeping down So-
cial Security's rising inflationary
costs.

Preston C. Bassett, vp and ac-

tuary of Towers, Perrin, Forster
& Crosby, advised the Pension Re-
search Council symposium at the
University of Pennsylvania that
Social Security benefits be kept at
a minimum and additional bene-

fits be provided by private in-
dustry.

Mr. Bassett, a member of the
Advisory Council to the U.S. De-
partment of Labor on Welfare and

Pension Benefit Plans, said the
private pensions would provide an
adequate standard of Mving after
retirement.

"To bring benefits back in line,"
Mr. Bassett said, "I strongly favor
a decoupling in some manner so
that Social Security benefits are
a function of the final pay of the
employe, thus automatically tak-
ing care of the standard of living
prior to retirement."

He also recommended that the

retirement age be raised from the
current 65 standard, established
in 1935. He said persons are now
able to work past 65 because
health care has improved consid-
erably and persons are now living
longer. To encourage this, he sug-
gested increases in Social Security
benefits to employes who delay
their retirement past age 65; the
current 1 % per year increase is
inadequate.

"The time has come to consider
requiring all employers to provide
a minimum pension, just as they
do a minimum wage," Mr. Bassett
said.

Loss-control seminar
A loss-control seminar, spon-

sored by the Factory Mutual Sys-
tem, attracted over 100 persons
from 50 companies and 15 coun-
tries. Among the U.S. companies
represented at the conference, held
in England, were: Alcoa, Borg-
Warner, Caterpillar Tractor, Ford,
General Electric, Gillette, IBM.
ITT, Johns-Manville, Kodak, Mars,
Parke Davis, Rank Xerox, St. Re-
gis, Texas Instruments, Union
Carbide, UniRoyal and Warner-
Larnbert.

*
our

Cincinnati

team

is

KREIDLER-SHELL, INC.

309 Vine Street

721-8420

SEE OUR AD ON PAGE 26
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Services /end lucrative air to broker's bag of tricks
By SUSAN ALT

operations research, statistics, and of work on simulation and model posures to project losses and apply its captives under management,
taxes

building for risk analysis," says probabilities of loss on a broader and generated another $35 million
NEW YORK-Marsh & MeLen- As Mr Brown points out, this Mr Demas, who points proudly scale

in reinsurance for captive As re-

nan's technical services group, Consultants group is proving very to his list of computer programs
Captive management services in ported elsewhere in these pages,

formed in mid-1975 under the di- valuable in the current insurance used in audits and feasibility stud- Bermuda are provided by a divi- Marsh & MeLennan is activatingrection of Philip J Brown Jr, ex- environment, since M&M current- les They include a cost of capital sion of the technical services group ltS own London insurance com-ecutive vp, now includes six di- ly manages some 30-odd captives, program, a linear regression model which goes by several names-ei- pany-called Tower Hill Ltd -tovisions and well over 400 employes 50% more than it managed a year ("our own"), a multiple regression ther M&M (Bermuda) Ltd, or In- reinsure cal*wes and get themThat's 10% of M&M's total brok- ago "We have captive projects model ("not our original work"), surance Services Ltd Both include into outside business a changeerage rolls But Judging from the underway for some 40 customers," an airline industry risk analysis the same staffs, same offices, etc from the previcus captive treaty
extremely fast growth and aggres- notes Mr Isreeli

model called AIM and a captive and are directed by David B arrangement it used for reinsur-
sive posture M&M's taken m seek- The risk analysis services por- analysis model

Vaughan There are 18 people in ar.ce

ing out services clients, the tech- tion of the consultant's work lS
the Bermuda offices Why the two "The people who are in the

meal services group Just might devoted to several long range pro-

the near future In fact, that's the McLennan to build quantitative final name, and it's a generalized can be used," says Mr Brown
seives," says Mr Brown,

.

plan
models in order to evaluate loss simulation model meant to be used

Services income now accounts costs and insurance programsfor an estimated 5% to 7% of "We've already put in six years ious property and casualty ex- volume of some $55 million from grams "
M&Nfs revenues Furthermore,
while Mr Brown doesn't like to
talk about the services group's re-
venues relative to the total com- At first glance, the possibility of fire breaking out in their
pany, he is unequivocal about the
group's profitability

44We are con-

sidered highly productive," he
THE CASE OF multi-million-dollar EDP center was rotally out of the

question Then they took a second look Potential fire
hazards were everywhere Electrical equipment cansmiles, when asked about fees gen-

erated per employe, a commission
benchmark which traditionally has THE COSTLY short circuit What if a cable in the sub-flooring

been a sign of success m the in-
malfunctioned? How would they detect a fire or even get

surance brokerage end of M&M's
to it') Within minutes, it could all go Lp in smoke-
computers, stoied tapes, support equipment,

business. .And we are profitable,
he adds quietly But he believes

COMPUTER everything Instead, they had us ins-all a fire
suppression system using Halon 1301, a colorless

the revenue and profit contribu- odorless gas that is safe for people and delicate
tions are secondary to the need electronic equipment Now Ansul's Halon 1301 System
to provide strong technical ser- is ready to react automatically, in seconds, to snL.ff out
vices for M&M brokerage clients. fire and avoid potential disaster

Each of the six services divisions
is also managed as a profit center.
The divisions include. Risk Man-
agement Consultants, Insurance

"

L '- reLER<Rol -7 I r

..

Services Ltd., M&M Protection
-71

Consultants, Clayton Environment-
al Consultants, Nuclear Insurance r

Consultants, and Multinational In- al

Since Marsh & McLennan uses
surance Services. -3,

an account executive system to 4

-- 4 #408/ /,i;LI./ASCservice brokerage clients, most of 1 'Ff,11•thr'F- -, y »,·tthe technical services business is . 1.' 7

done through those sanne broker- I r'Al---r--14 l**,L-,-'4 71 4764 ,
age account executives

:
.l

4•As:
In April, Mr. Brown separated 09 J :2 - 1,

'48'lf,T'' 1 
the services divisions into two '-1 'L-f ' -1 -' L!Dh f.
groups One is called the risk man-

-q

agement division, incorporating 1 l'* 1111.lili 1 1-'\71 -' * 33 T 16'r' : f &21 e
Multinational Insurance Services, Rj'*--: af,. «Lm" E 9 'IJ-t'_ 46 -/

Bermuda captive management ser-

1 lull #: .

' r • .L-r-/1

vices, and Risk Management Con- ':lit,- :,2 i '1.125-,B: _Iri_ 1 6/* ,RV_ 1

sultants

In charge of that division is Da-
vid Evans, who was vp in charge - ".t 7,0 0-li I, IJ&.*-27 31-- - .2.- , ' .-,,,'-

of European operations for AFIA
.r·l** 1' 1- -1

- 4-- 7 =7 1 1 Or- 1

The other group is called the
, 'T.. '.-Gl ...

loss control division and Includes I .

1

.1 -1.- -1- 1 1
.

M&M Protection Consultants, Clay-
ton Environmental, and Nuclear

4 4 -6. S

6-7/ rt_.1, "- e:5'l/6
Insurance Consultants Alonzo C , It.

i r-,HRI 'l' 111 -
r

Rand lS in charge of loss control 1

services

;5/,
t-

3---r 3

Harold R Talbot's Multinational
r*

Insurance Services division was
established most recently to "help
us get at all that multinational in-
surance business, since the U S. is

I .

the base of more multinational /I

firms than any other country " Mr
Talbot's service sector specializes
in knowing the intricacies of inter-
national taxation, admitted policy
forms worldwide, use of differ- 7
ences-in-conditions policies for in- I

ternational exposures, and legal :

systems abroad
..

Risk Management Consultants,
under the direction of Anthony
Demas who coordinates the cen-
ters in Chicago and New York,

ANSUL Our files are full of case histories like this. Wherever
you find serious fire hazards or hign fire risks you're

focuses on quantitative risk anal-
ysis and captive feasibility stud-

...the fire likely to find Ansul . in factories, refineries, offshore
platforms, mines, airports, ships, computer rooms, res-

ies The division now includes 25
people in the two cities In New

p'Ole€liOn taurants We make fire extinguishing equipment but
we sell fire protection That means superb hardware,

York, Charles R Proctor is in company plus professional hazard analysis, training for your
charge of captive insurance com-
pany studies, and Jeff Isreeli is in

people and a worldwide distributor service network
charge of analytical studies, while
in Chicago captive studies as well

Want to know more? Write The Ansul Company,
as analytical services are under

Marinette, Wisconsin 54143. Or call your local Ansul
Tom Tucker. 0 Man-he's listed in the Yellow Pages

The Consultants division de-
scribes itself as having expertise
in accounting, computer sciences,

i finance, insurance, legal matters,
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Bato i Rouge members and $75 for non- omisgons and safe deposit liabilitv me trms and plocedul a for plan mstalla-

dates for buyers members Contact the Safety Council among some of the subjects covered lion and administzation and lemclatise
of Greater Baton Rouge, 1536 N Foster Contact Edgar Aimstiong, assistant direc- ,ind legulatoi, dm elopments in the pen-
Dine, Baton Rouge, La 70806 ton Insuhance and Piotection Division, sion ficld The Sixth ,innual Penwon and

Americ.in Bankus A'>sn, 1120 Connecti- Plofit-Sh.iling semindi will bi hild at
July 12-16 International S.ifetv Acad- cut Ave,NW, Washington DC 20036, Fanleigh Dickinson Unnelsiti MadisonJune 17-14 BUSINESS INSURANCE Among the topics ale ine.,suling safeti enil-The principles dna plactices of (202) 467-4048 N J I,01 moie information contactand Comput, rwoild mag.17lnes-Piotec- piogi.,m off€ctiveness, updating inspcc- sfet, managemint will be ofkied in this Business Simindis Intitute Inc 428lion and invulance of computer nsks 15 tion plograins ploducts loss control and confc lence Designed fol n,wh appointed Julv 1() International Foundation of Old Hook Road, Emeison N T 07630the subject of a siminal hild in Chicago hoidid Classific,Ition Thc conference will safet v and insurance Dersonnel, the Employee Benefit Plans-A one-da.

.t the Drake Hotel Speakers will in- .1160 be held July 19-23 Tuition IS $395 Col„H .C offeis fundamenta 5 in environ- program to define and interpret the Augu 16-18 Ilitcinatioiwl Safetrclude compute,1 opelations plannels, lisk Contact the Inkination.il Safetv Ac,id- ment,1 health designing plogiams, loss requirements of dill ERISA regulation«, Acadimp-An enuionment.11 health
m.inagement consultants and infurance cm; ,PO Box 4365,1021 Georgia Ave. pievcntion and mspectionc Other con- will be held at the Plaza Hotel in New mdnagernint seminal foi 10.5 contiol6pecidlists Business int(-1,uption insul- '\Licon Ga 31201 ferences Kill be held Aig 23-27 and York, .t the O'Hare Hilton in Chicago man. gei. /nd technic.jl profession.ils willance, disastei teco; en and secuilt; man-
,igcment at I ome of the topics cA rred Sept 13-17 all in Macon, Ga Tuition 15 on Juli 20, and at the St Francis Hotel bc hold in Macon G. Highlights in-

line 22-'31 Baton Rouge Safety Coun- $360 Wilte the Intern:tion.11 Safetv in San Fiancisco on July 21 Adminis- c lude suic, sful man,iganent oi envlion-
RCgistiation is $325 Contact Computer cil-A course for supervlors or fole- Ac,idomv, P O Box 4065 1021 Georgia tratlve procedures and recoldkeeping mental hi 11111 plogi,1014 labol.itor, sel-Plotection/Inhutance iminai Cielin mon is offered at the Prince Murat Inn A. e M<icon G/ 31208 methods are some of the topics co ered T ices and nionitox ing Tuition iS 5295 JfEduc, tion<,1 DIVision, 740 Rush St Chi- ill Baton Rouge, La The program
c,igo, Il 60611 The cost 15 $60, $80 at the door Con- thice 01 mole tiom the same compam

schedule includes talks on developnient Jul, 18-21 Amenican B:nkeis Assn - tact the International Foundation of ,ittend It 1% $250 Ti „te the Int/in itional
of safetv attitudes, safetb communlia- Risk management, covelages and mal- Emploiee Bene-fit Plans, P O Box 69, 9,lfeti Acadenij P O Box 4365 1021June 31-3; Inteinational Safety Ac,Id- tions, OSHA and the 5upervisor, and kets fol bank executives will be the Brookfield, Wi 53005 G.01;11.1 Au Macon Ga 31201

i my-A 10.9 contiol/adicincid f<detv peisonalit¥ factors m safety Among topic of a seininai in Boulden, Co con-
management confeience foi safch .ind the speakers are a safetv consultant ductcd by bank insurance and lisk man- Augw,t 9-19 Businiss Seminar Insti-
loss contiol managels M111 be hold in .ind adrisor for Exxon The registration agement officials Banker s blanket bond tute, Inc -Pension experts w ill discus,
Oilando Fl at the HT att Resoit House fee s $60 foi Safetv Council of Greater insui. nce, tiust depaitnent eirors and pension plan selection and disign, srs- Phone shock

4 s: 3 shocks GTE
: :' 62/

. . , .grekk > - ..6 rf . SAN JOSE, CA -Because he
charges he suffei ed a 110 volt
electric shock with resultant neck
and back inluiles when he got his
quartei back fiom a pay telephone,

1
Car·loll Couitniei, 54, Santa Paula
salesman, biought a civil damage

.r- suit in Santa Clai a Countv Su-
i - -,

perlor Couit heie against Cal
Westei n Telephone Co

The shock incident occui i ed

Dec 3, 1970 in Novato, which is
seived by Cal Western, a subsid-

.:f · lary of General Telephone & Elec-
"

-2 ti onics
..'.

'i >2 Mr Couitnier is asking $250,000
because, he contends, "when he

0 443. ' " 1 , asked foi his quarter back, the
ne· . opeiator pushed a contiol button

that appaiently let loose a direct4%=»2
cuiient shock that knocked the

'rtek;. 4' plaintiff off his feet
"A latel search of Cal Westei n4

.
' i.

.
1. iecords '' his attorney said, "dis-

closed two pi 101 custornei corn-
- plaints of shocks at the same tele-

4 . P phone booth "
Gene Raleigh of the Calliornia

Public Utilities Commission spec-
ulated that "a shoit clicuit in a

$4 light fixture in the booth piobably
gi ounded to the telephone Only
28 volts ale requiled to operate a
telephone and the ie-pay mech-
anism, and that's not sufficient to

-f-
give anyone a shock

Storm damage0 . m

Heavy claims fiom stoim dam-
. ..0 age in the UK, Noithwestein Eu-

iope, and Canada ai e likely to cost
.. ... .. the Royal Insuiance gioup $16

. million on its 1976 business so jai
Losses in the US, partly thiu se-:

vere weather, in the first thice

OTECTION .. .-. months of this >edi caused under-
wiiting setbacks of $20 million to

. . the gioup, which lS Stlll wating
.. toi last Veal'S late hikes to have

..

an appl opi iate e ffect on theii re-
- A sults

. .
>

*ri '74.4 I r
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Michigan hospitals
form mutual insurer

DETROIT-Five hospitals have
agreed to buy coverage from the
new Michigan Hospital Assn. Mu-
tual Insurance., formed as a non-
profit organization by the Michigan
Hospital Assn., with a $3 million
capitalization.

The Detroit General Hospital
has decided not to become affiliat-

ed at this time, a spokesman said.
The Michigan State Medical So-

ciety formed the non-profit Mich-
igan Physician's Mutual Liability
Insurance Co., also at a capitaliza-
tion of $3 million.

Calif. cities

get proposal
for insurance

liability plan
TORRANCE, CA.-Cal-Surance

Associates Inc. and Fremont In-

demnity Co. have teamed up to
Dffer a claims-made municipal li-
ability insurance program for cit-
ies in California.

The London market is providing
reinsurance for the program, ac-
cording to Michael Bogen, asso-
ciate in risk management and vp,
Cal-Surance Associates.

He told Business Insurance that

the program will be marketed to
California cities which are within
a 100 mile radius of three cities in

the state. They are Torrance, San
Jose and Fresno, all cities where
Cal-Surance maintains offices.

Cal-Surance is acting as the
managing general agent for the
program, continued Mr. Bogen,
CPCU. However, agents from his
firm will also be seeking to obtain
broker-of-record letters from as

many cities in the target areas as
they can.

Mr. Bogen said that rates for the
new municipal liability coverage
are based on the Insurance Service

Office (ISO) rates, minus credit.
rhe three-year policies also con-
tain mandatory self-retention re-
quirements, he said.

"For a city, for example, that

contracted all its services, the self-
retention level would be $2,500,"
said Mr. Bogen. The self-retention
levels then rise from there to

$100,000.
"In addition, there is an aggre-

gate stop loss provision in the po-
licies to enable the cities to calcu-

tate their maximum losses," he
noted.

He said that Cal-Surance Asso-

ciates is prepared to offer loss pre-
vention assistance to cities that be-

come the insureds.

Cal-Surance will sponsor semin-
ars on municipal liability problems
and will provide monthly bulle-
tins that report on legislative, mu-
nicipal and other events that can
affect a city's insurance program.

"If cities want to set up their
own loss prevention programs, we
will help them with that too," he
added. •

Plan has heavy loss
Health Applications Systems

(HAS) will soon have to decide
whether or not to terminate its

$405 million Medicaid contract
with the state of North Carolina.

A company spokesman told Busi-
ness Insurance that the latest data

received from a computer run
showed that the number of eli-

gible persons and the utilization
pattern will result in a loss and
not a profit as was anticipated.

Blue Cross/Blue Shield has pur-

chased $2 million in surplus certifi-
cates from hospital mutual and $1
million from physician's mutual in
a move to help reduce the cost of
malpractice insurance and thus
lower health care costs.

The goal of the hospital mutual
is to insure hospitals covering at
least half of Michigan's 35,000 beds.
The Michigan Insurance Bureau
has granted the license and placed
a limit of $500,000 per occurrence
coverage. To finance the higher in-
surance coverage that hospitals
want, the hospital association has
assembled a group of 20 interna-
tional insurance firms. So far, the
M.I.B. hasn't approved this rein-
surance plan for the umbrella cov-

erage due to high costs for the
higher limits.

The physician's mutual goal is to
insure 2,000 doctors. Its coverage
provides a limit of $100,000 per suit

and $300,000 maximum per year. A
committee of four doctors exam-

ines each applicant and decides on
full coverage, limited coverage or
rejection, and coverage at much
higher rates.

Also, a surgeon-physician may
be offered coverage only for non-
surgical procedures if his record of
malpractice suits is found to be
poor.

Michigan currently has a Brown-
McNeely fund to insure doctors
but the charges range from $2,000

to $12,000 annually and the dropout
rate is 15 %.

Doctors insured by Physicians

Mutual will buy at least one of the
surplus insurance policy certificates
for up to $2,000 and also pay $1,-
450 to $11,950 a year for coverage,
depending on their specialty. •
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Seek alternate funding
for group health plans

HOUSTON - Experience-rating
problems in the group health in-

surance field has caused employers
to seek alternate arrangements for
funding their group health bene-
fits, an insurance executive said.

John Burnosky of Aetna Life &
Casualty Co. told the Society of
Actuaries last month that there

has been a "disharmony" between
premium rates and refunds, due to
unpredictable and drastic inflation
in medical products and services.

He said among the alternate
funding arrangements are mini-
mum premium plans, adrninistra-
tive service contracts, and extend-
ed premium deferrals.

"Something must change," Mr.
Burnosky said. "As insurance com-

pany actuaries, we must either in-

clude an adequate deterioration ad-
j ustment in our premium rates on
a timely basis or make the needed
adjustments in the level of con-
tingency charges.

"The concept and practice of re-
tention accounting, where surplus
is refunded and deficits are car-

ried forward to be recovered in the

future, does not work well when
sudden price changes alone cause
experience deficits of as much as
15 % during a year," he said.

Another problem, financial risk,
occurs with arrangements for un-
funded claim reserves, such as ex-

tended premium deferrals, because
the insurer has the liability for the
incurred yet unpaid claims but the
assets have been loaned back to the

policyholders. m

FIRST STATE makes waves when necessary
EXAMPLE: Special Covers Out of Orbit insurance? Sure. Rain insur-

ance, vacant properties, contingency non-appearance? Yes. These are
just a few of the twenty six special covers included in our Special Open
Market Facility listing. And we are adding to it all the time.

Think of us also as a responsive market for D.I.C., Umbrellas, Buffer Lia-
bility, All Risk Builders' Risk, Valued U. & 0. and many other classifica-
tions too numerous to list. We have the capacity, are willing to listen and
respond, so call First State when you have a risk that presents a challenge.
Chances are good that we are your market.

A+AAAAA
A M. Best Co.

MULTINATIONAL, PROPERTY and LIABIUTY,
MULTIUNE THROUGH AGENTS AND BROKERS

(First State is the largest and oldest domestic company formed to write
Surplus Lines, Special-Purpose and Reinsurance Business.)

(a CAMERO+440LBY activity)

Cameron and Colby Co., 60 Batterymarch Street, Boston 02110 617/357-8400
CHICAGO, Hartford Plaza Building, 312/782-5921;

ATLANTA, 100 Edgewood Ave., 404/523-6216
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legal brief

IN THIS CASE the insured
brought suit to determine cover-
age by its insurers, the Travelers
Indemnity Co. and the Aetna Cas-
ualty & Surety Co., for the loss
suffered as a result of a products
liability suit brought against it.

The insured had sold a defective

chemical to a manufacturer and
the manufacturer, in turn, had pro-
duced resins which were sold to its
customers. The defective nature of
the product was revealed after the
chain of distribution to the ultimate
consumers had been carried out,
giving rise to widespread claims
against the nnanufacturer.

9

21

Whafs a 'single accidenf under
this policy's terms? Insured asks

The United States District Court
for the Western District of Penn-
sylvania had to construe the word
"accident" in light of the products
liability hazard provisions of the
Aetna policy containing a limitation
of coverage for each accident. The
court ruled that the claims brought
against the manufacturer here did
not each represent an "accident"
under the policy. Rather, a single
"accident" occurred when the in-
sured allowed a contaminant to re-
main in the chemical.

Thus, the policy provisions limit-
ing liability for a single accident
were applicable, according to the

court, in determining the insurer's
liability for loss suffered by the in-
sured as a result of the manufac-

turer's products liability suit. Union
Carbide Corp. v. Travelers Indem-
nity Co., United States District
Court for the Western District of
Pa., August 4, 1975, Weber, J. 399
F.Supp. 12 (BI/04/My.-$3)

Medical malpractice
Here a patient brought suit

against a surgeon's insurer, St. Paul
Fire and Marine Insurance Co., to
recover for injuries allegedly sus-
tained when a laparotomy pad was
not removed during surgery. A

Louisiana appellate court ruled
that where the pad was placed in
the patient's body by a surgeon
during surgery and was left there
following surgery, the operating
surgeon was negligent per se.

This appeal did not involve any
factual dispute. St. Paul admitted
that error was committed when
the pad was left in the plaintiff's
abdominal cavity during the sur-

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

gery. However, St. Paul contended
that the surgeon should not be
blamed for the damages sustained
by the plaintiff because he had met
the standard of professional care of
the locality and exercised the de-
gree of skill, care and judgment
which is ordinarily exercised by
similar practitioners in the area.
Evidence to support this conten-
tion was presented in the form of
testimony by experts which indi-

"For me, insurance isn't

sales pitches or policies.
It's losses - and what
comes after.

"Then, it's too late to

change things. It's best to
start off right. Get a
strong broker."
George Keil, V. R Claims
Chicago office

Johnson

aliggins
itells ilt

cated that the general practice in
the area was to rely on the "sponge
count" of the nurses and a visual
inspection of the area.

In rejecting St. Paul's conten-
tion, the court cited as controlling
a Louisiana Supreme Court deci-
sion in Grant v. Touro Infirmary,
223 So. 2d 148 (1969). In Grant.
the supreme court was faced with
the fact that a sponge had been
left in the plaintiff's body follow-
ing surgery. The fact that it had
been placed there during surgery
by the surgeon and not removed
by him before closure constituted
negligence per se on his part, ac-
cording to the court. The fact that
the surgeon had complied with the
"community standard" in relying
on the nurse's sponge count did not
exonerate him.

The court here believed that it
was faced with the same situation
as in Grant. "A laparotomy pad
was placed in plaintiff's body by
the surgeon during surgery and
was left there following surgery,
and defendant ( insurer) attempt-
ed to show that the procedure used
by the surgeon to prevent leaving
any sponges or pads in the patient
was in complete accord with the
community practice." Accordingly,
the court concluded that Grant
"requires that we find the operat-
ing surgeon negligent per se."
Buitbeau v, St. Paul Fire and Ma-
line Insurance Co., Court of Appeal
of Louisiana, Third Circuit, De-
cember 24, 1975, rehearing denied
January 28 1976, Cutrer, J., 325 So,
2d 395 (BI/05/My.-$3).

Fire insurance

In a suit under a shopping cen-
ter fire insurance policy, the U.S.
Court of Appeals for the Second
Circuit has ruled that the inter-

pretation of the language "new
building" in a settlement agree-
ment was subject to more than
one construction. The court thus
concluded that a summary judg-
ment entered for the insured was
in error and that a trial was nec-
essary to determine the issues.

Annette Heyman owned a shop-
ping center in Westfield, Massa-
chusetts insured under a fire in-

surance policy issued by Commerce
and Industry Insurance Co. (Com-
merce). The policy contained a
"replacement cost coverage en-
dorsement" which permitted Hey-
man, in the event of fire loss, to
elect to receive either "replace-
ment cost" or "actual cash value."

Under the policy the election of
replacement value limited Com-

merce's liability to the smaller of:
a) the policy amount applicable to
the damaged or destroyed property;
b) the replacement cost of the
property identical with such prop-
erty on the same premises and in-
tended for the same occupancy or
use; or c) the actual amount spent
repairing or replacing property.

In 1972 a one-story, 14,000
square foot, service station- ware-
house located in the center was to-
tally destroyed in a fire. Heyman
submitted a claim of $247,265 for
replacement cost. The parties
agreed on a settlement of $187,500
for the construction of a new

building to replace the destroyed
building. The agreement provided
for $150,000 cash payment upon
the signing of the agreement with
the remainder to be paid when the
construction of the new building
reached a watertight stage-that
is, upon completion of the walls
and roof.

Commerce paid the $150,000 but
refused to pay the remaining $37,-
500, despite notification that a new
building was watertight. Commerce
based its refusal on the fact that

the replacement building contained
an area of only 4,000 square feet
and was thus not of comparable
size and condition to the destroyed
building. Heyman sued Commerce
on the settlement agreement and
was awarded a judgment by the
court without a trial.



On appeal Commerce contended
that it was entitled to a trial to re-
solve what it asserted was an am-
biguity in the settlement agreement
with regard to the meaning of
"new building." Commerce con-
tended that the term "replace" in
the policy meant restoring an ob-
ject to its former condition rather
than simply erecting a new build-
ing without restriction. The court
agreed that the contractual lan-
guage was susceptible to at least
two fairly reasonable interpreta-
tions which were required to be
resolved by a trial. Hevman v.
Commerce and Industry InsuTance
Co. United States Court of Appeals
for the Second Circuit, October 24,
1975, Kaufman, C.J. (BI/01/A:
$3).

Boiler and machinery policy
The Supreme Court of Oklahoma

has ruled that the malfunction of a
"heater-cooler" unit on a reactor
in a chemical plant constituted a
"mechanical breakdown" of a "ma-
chine" within the meaning of a
boiler and machinery insurance
poliCY·

This action arose out of a catas-
trophe occurring in January 1969
at the Continental Oil Co. chemical
plant in Lake Charles, Louisiana.
A "heater-cooler" unit on the re-
actor malfunctioned allowing the
liquid "batch" to escape and ignite
upon contact with the air. A fire
occurred resulting in fire damages
of $991,178.99, physical damages of
$678,419, and loss from business
interruption of $3,876,772.

Three insurers had issued four
policies to Continental: National
Fire Insurance Co. of Connecticut
and Great American Insurance Co.
(fire and extended coverage);
Great American Insurance Co.
(business interruption); and Mary-
land Casualty Co. (Maryland)
(boiler and machinery policy cov-
ering physical loss, other than fire,
and business interruption loss re-
sulting from its covered risk). The
trial court ruled that both National
and Great American were liable on
the fire coverage. A jury conclud-
ed that Maryland was liable for
the physical damage and business
interruption loss.

On appeal Maryland's principal
contention was that under its pol-
icy it was not liable because the
accident was an explosion caused
by other than a "mechanical break-
down" to something other than
a "machine." Relying on Webster's
Dictionary, the court concluded
that the heater-cooler was a ma-
chine and sustained a mechanical
breakdown within the coverage of
the Maryland policy. The court
said that "In operation, the heater-
cooler was an assemblage of parts
. . . It was held together with the
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simplest of machines, the screw...
The internal pressure and the jack-
screws generated stresses and
forces moving against threads hold-
ing the head in place. This was a
machine. That machine was alive
and moving. It was capable of hav-
ing a mechanical breakdown." Con-
sequently, the court held that
Maryland was liable for the phy-
sical damage, exclusive of fire, and
for the business interruption loss.
Continental Oil Co. v. National Fire
Ins. Co. of Conn., Supreme Court
of Oklahoma, September 16, 1975,
Tehearing denied November 12,
1975, Lavender, J., 541 P. 2d 1315
(BI/02/A.-$3).

Workers' compensation
The Supreme Court of Alaska

has ruled that a wife's tort action
against her injured husband's em-
ployer for "loss of consortium" was
barred by the "exclusive liability"
provision in the Workmen's Com-
pensation Act. This provision fixes
an employer's liability to that ex-

clusively available, under the Act.
On August 14, 1973, David

Wright, an employe of the Action
Vending Co. (Action), was injured
in the course of his employment.
He applied for and received bene-
fits under the Act. In 1974 his wife
brought a negligence action against
Action seeking damages for loss of
consortium resulting from the
same injuries suffered by her hus-
band. The trial court awarded
judgment to Action on the ground
that since Wright received work-
ers' compensation, his wife's action
was barred by the "exclusive lia-
bility" provision of the Act.

On appeal Mrs. Wright argued
1) that the "exclusive liability"
provision bars only damages "on
account of the injury" and did not
bar her independent action for loss
of consortium, and 2) that the pro-
vision discriminated against wom-
en in violation of the equal pro-
tection clause of the United States
Constitution.

The court rejected both argu-

ments. With regard to the "exclu-
sive liability" provision, the court
noted that decisions from other
jurisdictions "uniformly hold that
a spouse may not bring a loss of
consortium action after the injured
employe has recovered workmen's
compensation benefits." The court
noted that the exclusiveness of the
remedy, namely, limiting the em-
ploye to a single recovery under
the Act, is the "keystone" of the
legislation. According to the court,
this enables the employe to gain a
"sure" recovery. Because the "ex-
elusive liability" provision applied
equally to both a husband or a
wife of an employe, the court con-
cluded that it did not discriminate
against women and, therefore, did
not violate the equal protection
clause. Wright v. Action Vending
Company, Inc; Supreme Court of
Alaska, December 31, 1975, Connor,
J., 544 P.Zd 82 (BI/01/My.-$3).

Jeweler's block policy
In this action an insured sought
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to recover under a jeweler's block
policy for loss arising out of a rob-
bery of a jewelry store. The United
States Court of Appeals for the
Fourth Circuit ruled that the store
had complied with an "iron safe"
clause by recording the acquisition
and sales price of each item.

At issue here was $17,056.78,
which represented the difference
between the original cost of 306
items of diamond jewelry stolen
from Brand Distributors Inc. and
what it would have cost Brand to
replace the items at the time of
loss. The Insurance Co. of North
America (INA) had issued a jew-
eler's block policy to Brand. The
policy required the jeweler, under
an "iron safe" clause, to "maintain
a detailed and iten-zed inventory
of... property...in such man-
ner that the exact amount of loss
can be accurately determined. . ."

The valuation section of the pol-
icy limited recovery for loss to the
"actual cash value of the property

Continued on page 62
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nothing until we're successful.
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benefit of a nationally-effective
collection department without the
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Legal ...
Continued from page 61
at the time of any loss...inno
event to exceed the lowest figure
put upon such property in the as-
sured's inventory. . ." Brand's con-
trol cards, kept in compliance with
the "iron safe" provision, men-
tioned only acquisition cost and
sales price. The trial court award-
ed Brand $67,861.82, which repre-
sented only the original cost to
Brand of the stolen items.

On appeal Brand sought to re-
cover an amount representing the
increased value of the items at the
time of loss. However, INA argued
that the exact amount of the re-

t

placement cost could not be ac-
curately determined from the con-
trol cards and that Brand's recov-
ery was limited to the lesser of the
two figures (acquisition cost) stat-
ed on the face of the cards. The
court of appeals did not agree. In
ordering that Brand be awarded a
total sum of $84,918.60, the court
emhasized that the main purpose
of the "iron safe" clause is to pro-
tect the insurance company against
claims of loss for items which may
never have really existed. The
words "exact amount of loss," the
court pointed out, referred to the
number and nature of items lost
and not primarily to their mone-
tary value.

The court noted that to arrive at
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replacement cost requires a "ma-
terial deduction" and is pertinent
only when loss occurs. "It is in-
conceivable," the court stated,
"that an insurance company would
accept a notation of its assured's
conclusion of replacement cost
made some time before loss." Con-

sequently, the court held that the
policy should not be construed as
limiting recovery to acquisition cost
unless such an intention was clear-
ly stated. Brand Distributors, Inc.
v. Insurance Co. of North America,
United States Court of Appeals for
the Fourth Circuit, January 21,
1976, Widener, J. (BI/02/My.-$3).

Business interruption
A Florida appellate court has
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Alone he made the decisions that affected his I velihood and his life. His was the spirit to
survive, to succeed, to excel on his own. His was "-he Spirit of Independence."

This spirit is reflected in the independent insurance agents who represent Grain Dealers
Mutual Insurance Company. They also represent a number of other insurance companies. So
to earn the business of the independent agent, Grain Dealers Mutual must offer him signifi-
cantly better products, service, and assistance. Our success depends on his success, which de-
pends on your receiving the right coverages for 1411 GRAIn DEALERS mUTUALyour dollar and your needs.  Infuronce Compong

Grain Dealers Mutual believes in "The Spirit of indianapolis 46202 · Omaha 68102 · Greensboro, NC 27405
Independence." You should too.

Food Industries Federation of Mutual Insurance Companies
San Francisco 94104 / Member: Improved Risk Mutuals

held that an interpretation of the
term "net sales value of gross pro-
duction" in a standard Form 5 bu-
siness interruption policy did not
require attributing to it the tech-
nical definition of "sale" as defined
in the state's sales act.

A partnership engaged in the
manufacture and sale of maternity
clothing brought this action against
Travelers Indemnity Co. ( Travel-
ers), under a business interruption
polie issued to it. The policy in-
sured the partnership against a loss
of gross earnings from business in-
terruption and defined gross earn-
ings from manufacturing operations
as the "total net sales value of pro-
duction" less certain items of ex-
penses. The partnership also

owned 40 retail stores to which
it shipped its garments.

Transfers of merchandise from
the manufacturing outlet to the re-
tail stores were not recorded as
sales by the partnership but as
transfers of inventory. On August
1, 1971, the partnership's manufac-
turing plant suffered extensive fire
damage and the manufacturing op-
erations were stopped for 30 days.
The partnership filed a claim with
Travelers under the business in-
terruption policy seeking maximum
benefits of $50,000. A disagreement
arose over the extent of loss and
the method to be used in deter-
mining the damages.

The partnership sued Travelers
and they recovered a judgment for
$50,000.

On appeal, Travelers contended
that transfers of merchandise man-
ufactured by the partnership to
their own stores were not sales and
that it was improper to include
them in the computation of the net
sales value of production.

The court noted that the term
"net sales value of production" in
the standard Form 5 business in-
terruption policy had never been
interpreted by either Florida stat-
ute or case law.

Turning to decisions from other
jurisdictions, the court concluded
that "losses covered by this type of
insurance should be determined in
a practical way, having regard for
the nature of the business and the
methods employed in its opera-
tion. . ." Since there was an am-
biguity or uncertainty, the court
agreed that the policy should be
"construed most strongly against
the insurer and liberally in favor
of the insured." Consequently, the
court affirmed the $50,000 award
to the partnership. Travelers In-
demnity Companv v. Kassner, Dis-
trict Court of Appeal of Florida,
Third District, November 4, 1975,
rehearing denied. December 3,
1975, per curiam, 322 So.2d 80
(BI/03/My.-$3). •

(Copies of the entire decisions
described in this column may be
obtained by writing to Business
Insurance, attention: Editor, 740
N. Rush St., Chicago, IL. 60601.
Please enclose a $3 check made
out to Cases Unlimited Inc.. for
each case, and specify the code
numbe, of the opinion, which is
at the end of each brief.)

Insurers buy into

Alliance Re group
Lumbermens Mutual Insurance

Co. of Mansfield, Oh. and The Dai-
Tokyo Fire & Marine Insurance
Co. Ltd. of Tokyo, Japan acquired
a financial interest in Alliance Re-
insurance Management Corp. of
Los Angeles. Alliance Re under-
writes treaty reinsurance assumed
for the account of an international
group of 25 insurance and reinsur-
ance companies. It is now owned
by Fremont Indemnity Co., New
Providence Corp., Old Republic In-
surance Co., Ranger Insurance
Managers Inc., Societe Commer-
ciale de Reassurance as well as
Lumbermens Mutual Dai-Tokyo
Fire & Marine.



Award widower right to
wife's survivor benefits

NEWARK, N. J.-A widower
was awarded the right to his wife's
survivor benefits under Newark's

municipal retirement system in a
court decision which will have a

direct effect on other municipali-
ties in the state with similar re-

tirement plans.

Superior court judge Irwin I.
Kimmelman ruled the 63-year-old
Bloomfield widower was being dis-
criminated against by the retire-
ment plan's gender-based distinc-
tion that wives are dependent and
husbands are not.

He struck down the portion of
the state law governing Newark's
retirement system which required
John E. Palagonia, an employe at
Pabst Brewery in Newark, to es-
tablish proof that he was dependent
on his late wife's pension.

The city must pay Mr. Palagonia
$3,000 a year as a survivor of a
municipal employe who had retired
prior to death. •
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Arson seminar draws high praise
for Seattle arson prevention plan

SEATTLE-An "unusual"

year-old progrann of arson preven-

tion was credited during a recent
arson seminar with dramatically
lowering incendiary fire losses in
the Seattle metropolitan area.

"When Seattle's eight-agency
Task Force on Arson was formed

in June, 1975, the city had suf-
fered $904,552 in losses from ar-
son-linked fires since the first of

the year. For the same period this
year, the loss is $412,151, a re-
duction of 65.5%," Seattle's Mayor
Wes Uhlman told more than 150

insurance company and agency
representatives attending the sem-
inar sponsored by the Washington
Insurance Council.

Mayor Uhlman praised "the un-

usual cooperation and communica-
tion" between task force members

representing city and county po-
lice and fire departments, insur-
ance companies and agents and
the news media for reversing "an
accelerating increase in .arson
losses."

Seattle's known arson incidents
had increased from 441 fires caus-
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ing $621,203 in losses during 1971
to 622 fires and $3.2 million in
losses for 1974--a five-fold in-

crease in four years.

Panalists for the day long sem-
inar included newspaper and tele-
vision reporters responsible for
documentaries such as "Fire for

Hire-The Seattle Arson Epidem-
ic," produced by Seattle's CBS-TV
affiliate, for a five-part report on
Seattle arson. One reporter cited a
Stanford Research Institute study
which says "the number of delib-
erate burnings in the U.S. has
more than tripled since 1960 and
has jumped 13 times the level of
1950."

In a second panel, Seattle's Fire
Chief Frank Hanson and Richard

.../.. i

Hargett, commander of the de-
partment's arson squad, reviewed
the success of the arson task force

and detailed the importance of
protecting the evidence in fires
where arson is suspected. Chief

Hanson credited the program's ef-
fectiveness to several factors in-

cluding initiation of a fire in-

vestigators' training program, re-
activation of fire prevention pa-
trols of high-risk arson properties,
detailing of police detectives to the
arson squad, cooperation of the in-
surance industry, news media and
prosecuting attorney's office.

Other panelists discussed assis-
ting the criminal prosecution of
the arsonist, civil action opportun-
ities and industry association ac-

tivity. The program concluded

with a coordinated, three-way ap-
proach to arson prevention invol-

ving company underwriters,
agents and brokers, and claims ad-
justers.

Among the most significant rec-
ommendations were:

• Has the agent seen the pro-
perty?

• What is the loss history of
the insured ?

• Be aware of the client's com-

petition and of what happens
when the market is exhausted.

• Know who the officers of a

company. are.

• Perhaps order an audited fi-
nancial report.

• Know if the. business is sue-

ce5sful, because if so, the owner
will have money for repairs and
may not resort to arson.

• Consider the management at-
titude.

e Have loss control people an-
alyze whether controls can be im-
plemented.

• Over-insurance should be

:39
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avoided or "you have a beautiful
reason for an arson fire."

• Is the property vacant? If so,

any prospects for occupancy? If
none, then why insure it?

Vance Fredickson, WIC presi-
dent and general manager of Mu-

tual of Enumclaw, told partici-
pants "If the fire department puts
out fires and. nothing more, if the
police department investigates ar-
son and nothing more, if the in-
surance industry pays for those
fires and nothing.more, then we
can certainly expect the contin-
ued, astronomical growth in arson
losses.

"Sadly, what I have just de-
scribed is the case in most states

today. However, it is not the case
in Washington and certainly not
the case in Seattle. I think that

this combined cooperative ap-
proach-insurance, gov ern m en t,
public protective services, the
news 'media-will ultimately
prove as successful elsewhere as i€
has been here in Seattle." •

We've broken the mold

We specialize in the unusual
or hard to place risk. And we

don't try to force them into a
traditional mold. We're a young

company with fresh ideas. We
treat each account as an

individual risk-and work out

innovative solutions to their

rating and coverage

requirements.

Columbia Casualty Company.
For excess and surplus lines
and facultative reinsurance

through licensed surplus lines
brokers and professional
reinsurance intermediaries.

Break out of the mold.

Give us a call.

Columbia Casualty Company
55 East Jackson Blvd.

Chicago, lilirlois 60604
Telex 25-4664

Wayne Prather, President

INSURANCE FROM
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Because there isn't any substitute for •r

having an organization you can depend upon.
-

And with Holiday Inn properties located 111around the world, they needed a foreign
- insurance organization they could count

/
on... all the lime.Without worrying.Or,as a
Holiday Inn slogan notes."The Best Surprise t

t. ''4*

Is No Surprise.6 J

f....

While we wish we had said that first,it was
Y

one reason why Holiday Inns, inc.. and its

underwriter, we can meet Holiday Inn needs

/.il *<S, -
L ·-+4

brokers selected AFIA. With more branch -t_
.C

i

offices abroad than any other U.S. foreign 1

wherever businessmen and vacatipners
travel. And because we have more than 4,000
employees abroad,the people at Holiday Inns,

9 4: »X

inc., know they'll get the same high stand.
ards of performance, service and knowledge 45*
all over the world. It's what makes AFIA the

leading U.S. underwriter of foreign insurance.
I .

f

And il's one more reason why 90 of the top,»2
100 U:S. companies with operations abroad
insure with AFIA.

FIA t

WORLDWIDEINSURANCE Wor'd Heaaquarters 1700 Valley Road •Wayne N J 07473
U S brarch oftices New Vork .Chicago• Clevelard · C,allas · H juston . L<.9 Angf.'e'· · Mtami • S.an F a=: tsce • Seattle ·Wash D C
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Motivating workers . DIRECTIONAL KEEP OUT NO SMOKING UNAUTHORIZED PERSONNEL

to play it safe means 4444
employing psychology SAFETY ALERT FLAMMABLE DANGER ELECTRICAL DANGER CORROSIVE HAZARD

I--

By KEITH BARENKLAU
Director of Safety & Health Education

Al.

International Safety Academy 4=9

46WHAT IS THE BEST way to pro-
mote safety within the work-

force?" This question is frequently asked
by loss control managers. Others in the or-
ganization, both line and staff, voice the
same concern. "We do 'this, that and the
other thing' but how can we be sure we are
reaching our people?" Good question. It de-
serves some good answers.

As a first step in the quest for answers,
things and actions that motivate people
must be examined. Motivation is often a

subject of management discussions. The
early behaviorists concluded that once the

basic needs of people are satisfied, they tend
to develop "higher" needs. Basic needs are
often defined as necessities of life-food,
clothing and shelter. Once these needs are
met, things such as mental security, accep-
tance as an individual, self respect, recogni-
tion, belongingness, self expression and
others manifest themselves as needs. The

effectiveness of safety promotion depends
upon how well these "higher" needs are
satisfied.

Safety professionals need not be social
scientists. But as professionals, they must
use the findings of those who are. Tech-
niques developed by the behaviorist should
be used in promotional efforts. Some of the
findings will be discussed here.

One of the best means of promoting
safety is through management example.
Why should a worker be required to follow
safety rules, for example, that management
people ignore? Workers are very quick to
notice the manager who does not abide by
the rules. "If it's not important for him to
wear eye protection in this area, why
should I be required to do it?" This ques-
tion is frequently heard in a workplace
where management personnel do not live
by the same rules as the workers. It makes
little sense to spend money promoting safe-

ty, and then not set the example. This fact
was summed up rather well by a worker
in the "literature" who said, "Your actions
speak so loudly that I can't hear what
your words are saying." Knowing that they
should is not enough. Management people
must set the example.

Media of all sorts have been used to ef-

fectively promote safety in the workplace.
Tips for more successful use of media will
be presented here, after worker response
to various types has been examined. A few

years ago, a large casualty insurer, Em-
ployers Insurance of Wausau, set about to
study the views of the worker on various

types of safety media. They published a
booklet on their .findings entitled, "When
You're Speaking of Safety, Is Anybody
Listening?" In 1970, Insurance Co. of North
America conducted a study in the Ambler,
Pennsylvania area which dealt with reward

(award) systems, among other things. Some
interesting research was conducted in Eng-

with media effectiveness. Data presented
here will be drawn from these and other

studies.

What does safety mean to employes?
Responses from workers in the Employers
study indicate the following:

Conformity-we are required to do cer-
tain things in specified ways.

A mutual affair-it won't work unless

we all do it.

A status symbol-workers tended to re-
gard serving on safety committees and in
other capacities as personally satisfying.

Productivity is rewarded more than safe-
ty-a fact of life.

Unsafe behavior is "blowing off steam."
These worker conclusions seem to state

that example setting is not only desirable,
but necessary. They also tell us that parti-
cipation is a desirable technique in sell-
ing safety. Few would argue with their
third conclusion. Productivity is extremely
important in a free enterprise system, and
therefore it is regularly rewarded. Do safe-

RESPIRATOR

I-

HEAD PROTECTION EAR PROTECTION

Safety signs
Safety posters are widely used, and canconsist of many types These multi-message 
signs allow employers to cite the specific
hazard and show what. equipment is to be
used to fight a fire caused by this hazard.

ty promotional activities provide an avenue
for "blowing off steam safely?" The safety
professional might do well to look into this
concern.

Who do workers blame for accidents? In-

terestingly enough, they usually do not
blame the company. Rather it is the in-
volved worker's action (or lack of it) that
gets blamed. In the rather few times
workers blame the company such things as
poor housekeeping, improper training and
defective equipment were singled out.

Workers classified their company's safe-
ty efforts in three types: lively, overzealous
and negligent. Workers liked the lively
company, but not the other two. The lively
company was one in which safety programs
were organized and practiced by all per-
sonnel. Lots of things going on-lots of
meaningful media being used. And work-
ers were made aware of safety goals and
standings. In short, the lively company was
one in which promotional activities were
planned and executed with the same fore-
thought and precision as other programs.
The overzealous company was viewed as

one that spent lots of money on promotion,
but had very small evidence of managing

the effort. Lots of talk, but very little di-

®

EYE PROTECTION

NO SMOKING
OR OPEN
FLAMES

USE TYPE

EXTINGUISHER

rection. The negligent company only con-
cerned itself about safety after a serious
accident.

The studies cited earlier indicate that

traditional types of safety and health me-

dia are generally all effective when used
in a coordinated program of loss control.
Lessons learned, however, suggest certain
things be considered and done when em-
ploying various media.

Safety posters are one of the oldest and
most used types of media. Studies show
that certain rules should be followed in the

use of them, if maximum effectiveness is to
Continued on following page

Looking at the 'track record' tells a lot

Key to finding a good HMO: Close scrutiny
BY DAVID A. DESCOTEAU
Manager, Health Care Delivery Systems
G. D. Searle & Co.

OME SIX AND ONE HALF millionpeople belong to health maintenance or-
ganizations (HMOs) or prepaid health care
plans across the country. Most of these peo-
ple have enrolled in HMOs through their
place of emplayment. Employers who have
made the so-called "HMO option" available
to their employes have used varying mea-
sures of HMO acceptability and degrees of
research. Some employers have closely
scrutinized available HMOs before selecting
or not selecting a plan(s). Other employers
have made decisions on HMO participation
with much less analysis.

There are 180 operational HMOs in the
United States. More than 90 of them have

been in operation for less than five years.
During fiscal 1975, 157 organizations includ-
ing consumer groups, hospitals, medical
schools, physician groups, and private groups
received federal money from HEW for fea-
sibility studies, planning, development, and
operation of HMOs. Other public and pri-
vate organizations are also developing
HMOs but without federal monies. By
1977, it is estimated that there will be close
to 300 HMOs across the country; 200 of

which will have been in operation for less
than five years.

It seems reasonable to expect that with
this large number of newly formed HMOs
in operation and expected operation, many
employers will be approached for partici-
pation by HMOs which have little or no
track record of performance. Such HMOs as
the Kaiser Health Plans and the Health

Insurance Plan of Greater New York (HIP)
have established reputations because of their
longevity. The track records of these "ma-

ture" HMOs can be used by employers to
form a basis for deciding which plans, if
any, to offer to employes. For newly formed
HMOs, employers must rely on other means
of evaluation. Though all newly formed
HMOs are structured somewhat differently
in the manner in which they operate, cer-
tain traits are common to all of them. The

following represents some common trait
that could be used by employers to evaluate
newly formed HMOs seeking their partici-
pation:

Sponsoring Organization
The sponsoring organization is the entity

which finances the development and opera-
tion of the HMO. In some cases, there may
be more than one sponsor. A sponsor, in
addition to underwriting the development
of an HMO, may also manage its operation.

An employer should be interested to know
about the objectives of an organization that
decides to finance the development of an
HMO. It could be of value to an employer
to assess other HMOs in the area, if any, to
determine which sponsoring groups have
had the greatest degree of success.

Feasibility Study

A good deal of attention should be given
to the HMOs feasibility study-the study
which formed the basis for a "go" or "no
go" decision to proceed and develop a plan..
The study should be available from the
sponsoring organization. At a minimum, the
employer should evaluate four basic fea-
sibility areas. They include: legal, market-
ing, provider, and financial.

Ikgal Section

The study should contain information on
the various legal alternatives the sponsor
considered in developing the HMO. This
section should have information on the cur-

rent HMO legal climate in the state where
the plan operates. It should have considered
all other legislation impacting upon the for-
mation of the HMO, such as the certificate
of need legislation which deals with health
care facility construction and expansion.

Marketing Section
An outline of the area communities that

are to be served by the HMO. Community
demographic data contained in this section
should include race, age/sex breakdowns,
income characteristics, employe resident
patterns, as well as selected information on
employer groups in the area. An important
consideration is to compare the premium

contribution split between the various em-
ployers and their employes for health in-
surance coverage. It is also of great impor-
tance to examine the current level of health

insurance in the area, that is, the current

level of health care benefits generally of-
fered in the HMOs target area and the pre-
miums being charged for these health care
benefits.

Provider Section

The study should contain information on
the availability of health resources in the
HMO service area, including physician 10-
cation, physician age distribution, and spe-
cialty distribution. There should also be in-
formation on available hospital services and
their location as well as the availability of
other health related facilities such as men-

tal health, home health care agencies, dental
services, and pharmaceutical services. The
employer should evaluate the extent and
scope of communication between the plan's

representatives and the providers of care.
Continued on following page
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Choosing an HMO...
Continued from preceding page elected to participate in the HMO and the *BIRr t- -

The sponsoring organization should have extent of each physician's financial and risk
considered various HMO models m discus- involvement in the plan
sions with the physicians and hospital ad- --w ,* 4 * fi 4

Quality of Care Programs
ministi ators to best galn insight into their An employer should review the HMO
likes and dislikes toward different arrange- quality of care programs or peer review
ments

programs in effect in the HMO If it is a
Discussions with providers should have federally qualified plan and/or operates m

A
1Ulera51jtTg:etateedfft3i86trc a state where there is a state HMC law re-

quiring quality of care programs, the em-
the physicians and the incorporation op- ployer should make certain that the HMO
tions open to physicians participating in an is complying with such standards of care
HMO An employer should be certain that

Marketing Strategy More outpatient care facilities cnd HMOs will oe starting up as the trend accelerates to-
the sponsor selected the HMO model which ward preventive medicine and as the ' HMC) option becomes more widely available
most closely paralleled the interests of the An employer should examine the way in

provider community which the HMO markets ltS product There company represe ntatives is a difficult one €lling f ime could prove to limit health care
are two major ways in which an HMO can

Financial Section for a new HMO rhe employer st =uld close- accessibility greatly
sell itsS services-either by relying upon ex-

This section should contain Information ly scrutinize the marketing arrar gements of
isting health insurance carriers in =he area, Hospital Facilities

on the projected premium rate for the HMO the HMO with the foregoing ooservations
or, by using its own inhouse marketing in mind An employer should make a review of the

and information on a break-even point for
staff There are pros and cons to each meth- .istitutions that will be providing inpatient

the plan There should be exhibits display- Grievance Proceduresod A major advantage in using existing in- services to the HMO If the HMO is a Fre-
ing cash flow projections given certain as- surance carriers is that the HMO gains rap- The HMO shoild have a formal}zed gi lev- paid group practice model, there will prob-
sumptions on both use of care and proleet-

id and greater access to employer groups at ance procedure lor the hearing End resolu- ably be one or two general hospitals used
ed enrollment during the first few years of the outset of operation A maJor disadvan- tion of complairts b> HMO members An for mpatient care If, on the other hand, the
operation There should also be mformation

tage can be the lack of commitment on the employer should review the established pro- 3190 s an individual practice association
on the cost of planning and developing the part of insurance companies to actively seek

cedures
model, the number of participating hospisals

HMO This period begins with a decision enrollment in the HMO. Insurance sales- Ambilatory Facilities probably will be much larger An employer
by a sponsor to evaluate entering into the men generally do not receive additional The employer should assess t-le ambula- should evaluate the hospitals and extended
HMO business and extends to the point compensation for selling an HMO package tory sites of the HMO. For example, does care facilities participating in the HMC 1n
where the plan actually begins to deliver Statistics show that successfully marketed the facility (s) r€main open 24 F ours a aay such areas as accreditation, services offered,
services to its members This period can

HMOs use marketing representatives who and 7 days a week or must menoers go to and plans for expansion, etc This land of
range, depending upon the HMO prototype, have strong beliefs in the HMO concept An local hospital emergency rooms after nor- mformation can be obtained from the tos-
from as little as one year to as many as inhouse marketing staff can be hired on the mal business ho.irs for medical treatment pitals themselves If the HMO 15 a preraid
three or more years basis of personal commitment to the HMO The distance and time that must te travel.ed srouT practice model, an employer shculd

Planning and Development Phase system and be trained ln proper sellmg foi health care are important considerations also be aware of the current occupancy rate
An employer should obtain from the techniques The decision to hire marketing also A distance of over eight mite: from the cf the participating hospitals If, fol ex-

sponsor the results of the planning and de- representatives or to use existing Insurance medical facility or over forty minutes trav- Continued on following page
velopmental phase of the HMO It is in this
phase that the sponsor begins to refine and
act upon the data information collected in This firm founc that schedule 3 of sport- award to teach departmental safety rules
the feasibility phase The development of ing events disappeared from reading racks The award, which would be given at -the
contracts and negotiations with various or- Safety ... at a rapid rate They became so popular end of the period, was a fine trip for -wo
ganizations participating in the HMO, such that later they were printed in---_ouse with people In order to be ellgible for monthly
as employers and providers of care, should Continued from preceding page room left for s:fety messages upon them craw-rgs, and finally the trip drawing, e m-
begin during the planning and development be realized For example, a poster should do This firm counted pieces of disc E. ded liter- ployes had to obtain an entry blank from
phase A specific marketing plan should two basic things Define a problem (oppor- ature and compared the count with the to- their supervisors and write one of tt eli
have been developed as well as the man- tunity) and tell what to do about it tal items presen:ed in their reading racks, cepartmental safety rules on the blank
agement information systems needed for Workers say that if a poster will do these and found that employes were discarding In addition, they had to tell what tne>
efficient operation of the HMO two things, they will heed and learn from less than 20 % of the printed ma-.ter -ntended to do to comply with lt Emplcyes

Actuarial Procedures it On the other hand, the poster that says, Does knowledge ga-ned from media car- could enter as many times as they wisted,
In evaluating an HMO, an employer "Safety First" or "Work Safely Today" is ry over into real world situattons9 Most Jing another safety rule each succeecing

should be aware of the methods and as- likely to be ignored Many firms spend a conclude that it does Insights irto this In- ime Monthly drawings of five names were
sumptions used to develop the HMO pre- good bit of money each year on posters quiry can be gained by examir-ng an ex- made and those were publicized Media
mium The computation of the HMO pre- Those wishing a return on tneir "poster periment conducted in 1972 in Arillia, On- encoiraged employes to enter often At the
mium is based, to a great extent, upon the dollar" should Insist that the criteria above tario St John': Ambulance, a fraternal end of the contest, some nine months from
anticipated health care utilization of the be met before making the purchase service organiza.ion, gave one Cult mem- -he start, the trip drawing was made, and
members-both in medical and hospital ser- ber from every lamily in the city of Arillia the award was taken to the home of the
vices For the hospital portion of the pre- What about lmovies? Workers like them a multi-media first aid train.ng course worker by the plant manager, and pI e-
mium, for example, the employer should Their prime concern seemed to be that The purpose was to determine if such tra.n- sented personally The company claiined
compare the average number of inpatient "only the foremen get to see them " In a ing would affeci home accidenf rates, and more ban 85 % pat ticipation in the contest
hospital days per/thousand population ln media study, workers were asked which if it did not, at least there would be a per-
the area with the figure used by the HMO movies they remembered seeing that dealt son trained in first aid in every household Smaller awards can be Just as effective if
m computtng its premium If, for instance, with safety In the list of "best remem- Results were startling Not on:> did home --he above critei ia are followed Preser ta-
the average ratio in the HMO service area bered" films, certain of the impact films, accidents decrease, but also :06 accidents non of awards is very important They
for the general population is 1,000 days such as "Signal 30" and "Death on the and highway mishaps Results were care- ahoull be made by the highest operating ex-
per/thousand population, the employer Highway" were recalled When asked fully checked End measured Apparently scutive available A fleet safety directot
should challenge a newly formed HMO us- which films taught them the most, the list there was a great deal of educational carry- reported a useful technique which m ght
ing an estimate of 300 days per/thousand changed They recalled films that, like over from this multi-media effort Based well be adopted by others When drir ers
population to develop its premium posters, defined a problem and gave them a upon the "Arillia Study," effectively em- zame forward to receive their safe driz ing

It has been statistically shown that per- prescription for dealing with 1: Certain of ployed media have a measur€able effect awards, he had the wife stand for a ro ind
sons who belong to an HMO utilize health the Disney films were high on the list, such upon loss prevention activities of alrplause

care services differently than do similar as "How to Catch a Cold," and 'How to How effective are incentives:-d awards'> How can safety media be impl oved 9

p€rsons who receive their care in a non- Have an Accident at Work were mentioned They appear to be very viable d properly This Destion was asked employes who par-
HMO setting For this reason, it ls impor- Impact type films certainly define a prob- applied Proper application invo ves several licipated in the Employei s study Their an-
tant to find out if the HMO under consid- lem, and the problem, by its natut 4 usually factors Workers view awards as meaning- swers are noteworthy "Make it realistic,
eration relied upon local area health care suggests what to do about it ful if They ha-e to do someth_ng to earn 'diversify it," "Make it sophisticated," : nd,
utilization statistics exclusively to develop Are color films better than brack and them, they are Tresented if won "Coordinate it with company activities "
its premium, or, upon local HMO utiltza- white'> It depends upon the desired effect of Whether awards are large or small, both These computerized responses speak foi
tion data HMOs using the latter method the film DI Glen MeVey at the University of the factors above appear to apply Large themselves Realism is important in all me-
may be more apt to accurately forecast of Wisconsin conducted several studies on awards, such as a trip to Eurcpe for an dia-perhaps more so in safety Nobody
health care utilization of its enrollees. the effects of color vs black and white. employe and h s wife, can not only be likes to see or hear the same thing in the

Employers should be sensitive to the For instructional purposes, no differences used as incentives, but also· as safety same way over and ovei again-hence, di-
escalation of health care costs in the HMO were found teaching devices One firm used a large versib Workers today are better educated
area If the participating hospitals' semi- In-house closed circuit TV seems to have today than the managers were a genera-ion
private room rates, for example, have in- real promise Since the pictures are of the Keith E Barenklau is direct,31· of safety ago There is little reason to fear "talking
creased signlficantly since the premium of employe's own workplace, realism is high and health ed.ication for the International over the workers' heads " The coord na-
the HMO was formulated, the employer In future months, much more data on this Safety Acadelly tion statement harks back to the dif'er-

might anticipate that the HMO will raise form of media should be appearing in the Pnor to Jointng the ence tetween the lively and the overnal-

its premium at the end of the contractial literature Academy he Was ous companies Pioduction, quality and zost

mperiod to compensate for the inciease Many firms make various types of printed safety an i health control have to be coordinated to be effec-

Of major importance is the quality of phy- matter available to employes on safety sub- . services manager for :ive The foulth major concein, loss coniol,
sicians participating in the HMO The em- Jects as well as upon other matters Little

j

/4
a Zarge casualty En- needs the same treatment

ployer can gain insight into this area by ex- research has been conducted upcn its effec- surance sompany Mcs- promotional activities cost money
amining such factors as the age breakdown tiveness Some facts, however, deserve Mr Bare:tclau has a The task of the manager in today's eco-
of the physicians, the length of time the mention In a study at a large midwestern Ph D 273 1-·Le field of nomic situation is to get the most return
physicians have been in practice, general meat packer some years ago, printed matter industn 11 safety, is possible for the dollai snent Attention to

reputations, and the breakdown of board was found to be a popular item with em- a licensed psbchologist and hst, conducted safety promotion, in accordance with the
and board eligibles in the HMO An em- ployes Among the most popu-ar pieces of and serued on mimerous safetij committees lips set forth, will assist in getting the most
ployer should find out why the physicians printed matter were the athletic 52hedules and safety conferences zrorn every pi omotion dollar
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HMOs ...
hospital rate paid by the HMO is allowed that of the HMO seeking its participation are offering catastrophic coverage up to
to fluetuate during the course of the con- The benefits required under the federal act $250,000 for each insured individual An
tract, the HMO, whose viability depends on are considered generally to be very compre- employer should closely examine the lia-
accurate forecast of ublization and expense, hensive in nature At a minimum, the HMO bility limits of the HMO to its members

Contlnued from preceding page may be disrupted should offer mpatient and outpatient hos- Out-of-area/emergency coverage will vary
A hospital, on the other hand, may be re- pital services Physician services should be by HMO

ample, the participating hospitals currently luctant to offer any kind of preferential covered both within the hospital and on an
Community Rating, Pre-Existinghave occupancy rates in the mid-ninetieth treatment to the HMO during the first few outpatient basis X-ray and laboratory ser-

percentile, the capabillty to admit addition- Conditions
years of operation The reason for this lS vices in addition to emergency health ser-

al patients, which may result from the HMO At this pomt in time, if an HMO iS fed-simple The hospital usually has no way of vices and mental health services should also
could be seriously limited accurately gaging whether its patient cen- be offered as basic benefits Such outpatient erally qualified there must be a community

The employer should review the arrange- sus wlll Increase or decrease because of the benefits as well-baby care, roubne immuni- rating system in force and there can be no
ments between the hospitals and the HMO HMO zations, routine physicals, and health educa- pre-existing condition limitations for indi-
Examples of such arrangements can include tion should also be provided viduals wishing to enroll ln the HMO
complete ownership of hospitals by the HMO Sources of Financing

(amendments to the HMO Act currently be-
The development, implementation, and There is an important consideration to

to different contractual arrangements, such

as, a prepaid capitation payment for guar- initial operation of an HMO can prove to be keep in mind here. An HMO must compete fore Congress could alter the community

in the marketplace for enrollment To do rating provision) A community rating sys-
antee of beds to per diem rates and/or rate a very expensive endeavor An employer tem means by simple definition that the
guarantees for the HMO The last category, should review the financial capability and this, it must be competitive with other in-

guarantee of rates, will be sought at a min- commitment of the sponsoring organization surance indemnity plans and Blue Cross HMO must charge with some limiting ex-

plans in the area. ceptions, the same premium for Individuals
imum by most newly formed HMOs in ne- Employers should know whether the HMO and groups of the same age and sex compo-
gotiations with the hospital(s) A reason for has other sources of financing available to Out-of-Area, Emergency, and sitions Premium rates cannot reflect the
this is that without such rate guarantees, the it, such as pnvate foundations, HEW, or Catastrophic Cover health care experience of the individual or
hospitals could increase their inpatient rates others The employer should make a com- If the HMO seeking participation lS fed- group In effect, m a pure community rat-
during the course of the contractual period pat'ison of the HMOs financial projection erally qualified, federal law sets limits on ing system, enrollees with good health care
with the HMO Unlike many traditional in- needs with that of the actual dollars avail-

the amount of insurance, eg, out-of-area/ utilization experience subsidize those indi-
demnity plans, which have retrospective able to the HMO during the difficult first emergency coverage and reinsurance, eg, viduals with poor health care utihzation ex-
clauses, the HMOs premium and income is few years of operation stop-loss coverage the HMO may purchase perience The employer may wish to ask the
fixed for the contractual period HMOs can- Benefits Offered from insurance companies The employer representatives of the HMO what kind of
not, therefore, rely upon additional income As a basis for comparing the benefit lev- should be aware of the catastrophic provi- rating system is in effect Current opera-
at the end of the contract like many insur- els between HMOs, an employer may find sion of the HMO-that lS, the outer hmits tional HMOs utilize different combinations
ance companies if health care expenditures some value in comparmg the benefits re- of liabihty of the plan for each HMO en- of experience and community rating for
proved higher than forecasted. Thus, if the quried under the HMO federal law with rollee. More and more indemnity carriers their enrollees

Risk consultants :

should be asked for

detailed proposals
By WILLIAM S. McINTYRE Such a situation can be avoided by retain-
President ing a rlsk management consulting firm
RIMCO Inc. which does not sell insurance or, if an agent

or broker is retained, making lt clear to the -

IN A RECENT POLL of the nation's risk agent or broker that he will not be con-
nanagers, it was the majority opinion sidered as a potential producer within five Consultants can be used for advice on the risk management aspects of new properties

that greater use of outside risk manage- years of the engagement In addition, the
ment consultants and services would be evi- agent or broker used as a consultant should portant Detailed biographies should be ob- should be obtained This should not be lim-
dent in business and industry in the next not utilize personnel also iinvolved in the tained from members of the firm involved ited to a certain geographical area If you
five years production of Insurance Otherwise, their in your project While some emphasis should only ask for three clients references, you

Tls is understandable, since it iS becom- approach to risk management and self-m- be given to experience in your partimlar may get three of the four clients he has
ing quite common for one executive to surance may be colored by the "typical in- field of endeavor, a greater emphasis should satisfied m his career
suggest to a co-executive, "Frank, our in- surance solutions " be given to the innovativeness and the crea- 12 Beware of the consultant who quotes
surance costs keep rising and I'm down- 2 Some consultants quote "fixed fees" tivity of the consultants on your proJect without visiting your office
right scared that we may have some loop- while others quote perhour rates " The 5 Many consultants can be destructive and reviewing certain data Any organiza-

holes in our existing coverage " Or, "we per hour rates can vary substantially The rather than constructive Any time an in- tion of any size has its own peculiar per-
rnay be buying too much insurance There matters comes down to the amount of mon- dividual or a firrn's work is reviewed an- sonality and problems For a consultant to
may be some ways in which we can reduce ey being paid to employes as well as the xiety may be created Therefore, the con- make a proper evaluation of services and
our risks or reduce the possibility of loss " number of hours being billed by these em- sultant must be aware of the relationships time required in an engagement of any

Often, the above comments lead to a dis- ployes. Therefore it is quite important that which are necessary in maintaining a viable size, it is almost necessary for him to make
cussion about retaining an outside consult- a breakdown of the hourly rates be made risk management program This Includes re- a visit to perform a feasibility study If the
ant to review the corporation's risk man- scheduling salary expense, other expenses lationships between the corporate officers project is substantial, and the submission of
agement program and profit and operating subsidiaries as well as the Invitations is limited to a small number of

Virtually everyone will agree that some corporation and others providing insurance well qualified firms, some consideration
outside advice which is independent, un- Base salaries of the consultants involved services might be given to paying the time and ex-
biased and competent can be very handy should be no secret Based on 1,500 billable 6 A consultant must have adequate data pense of a day of the consultant's time to
at tirnes hours, the consultant's base pay should re- to prepare an accurate proposal of his ser- make the feasibillty study

So the decision is made by the corpora- present 35 % to 45 % of his billable rate In vices and costs You should be sure to pro- 13 Request copies of articles and profes-

tion to hire a risk management consultant addition, some firms bill only for senior vide documents such as annual reports, sional papers written by the firm This will
That's great, but how do you decide whom members while others bill for all personnel 1OK's, hnancial data, and a summary of your give you an idea of the consultants' inno-
to retain and what to ask them to do9 levels, such as staff and clerical thoughts as to the risk management objec- vativeness
While the old saying, 44You get what you Fixed fee arrangements can be unsatis- tives and problems of your corporation 14 Travel plans should be well defined
pay for" may be correct, the correctness of factory to both parties While the client is 7 Some consideration should be given to and all trips other than to the home office
the statement is not comforting when you protected from an open-ended arrangement, the consultant's errors and omissions cover- should have prior authorization While some
expect to receive and pay for a hundred the consultant may take short cuts when he age If the consultant is unable to buy er- on-site inspection is necessary for the con-
foot barge but end up receiving and paying begins exceeding the fixed fee The con- rors and omissions insurance, there may be sultant to prepare a proper exposure sur-
for a thirty foot barge or sail boat, or vice sultant is placed m a position of conflicting a good reason If he can buy the coverage vey, you want to avoid unnecessary trips
versa The success of any consulting en- interests in that he may have to keep per- and is unwilling to do so, it may mean that 15 While there are many areas to be
gagement is directly related to an under- forming to benefit the chent even though lt he's not substantial enough to care about treated in a risk management report, one of
standing by all parties as to what lS the becomes economically damaging to him, the consequences of his actions Don't be the more important ones deals with the
scope of the engagement and what services Most clients want consultants to make a too bashful to ask for a copy of his finan- question of self-assumption limits This is
are to be rendered. Many times, it merely reasonable profit, yet want to avoid an open- cial statement one area that you should carefully review
boils down to getting things in writing and end arrangement We suggest that arrange- 8 Too many people equate quality with with the prospective consultant
understanding the duties and responsibill- ments be made to the effect that an esti- size That is often not the case Many times, In summary, if you select your consultant
ties of all parties. mated fee is quoted and the quote will not the larger the firm, the less personal the carefully and there is a meeting of the

In requesting proposals from profession- be exceeded unless prior approval is given service Many smaller firms can provide ex- minds, you will "get what you pay for" •
als, the word "bid" should be avoided if at by the client. cellent services, to a limited clientele
all possible It often 1nfers that a decision 3 Interim billings can be quite important, 9 The holding producers should not be William Stokes Mcintyre founded Rimco,
will be based more on costs rather than the The engagement should be structured in considered for a risk management review, Inc, Dallas-based Tisk management firm, in
quality of service However, a proposal such a way that the consultant will render since it is most difficult for even the most - 1967 and has served
should determine what costs will be gen- monthly statements outlining in detail all as its presdent and
erated and what services received in con- actions taken during the past month and addition, one of the main reasons for a risk senior consultant
sideration time and expense involved We suggest that management review is a fresh perspective since A graduate of

The following are some of the more im- the client then pay 80% to 90% of the 10 A sample of the consultant's past work  Abilene Christian
portant points to be examined when con- amount billed, retaining the remamder to lS desirable Otherwise, you could be buy- Conege with a BS
sidering the services of a risk management be paid at the end of the engagement In ing a pig in a poke. In addition, by having  I in accounting, Stokes
consultant· this way, the client can moritor the work a sample of the consultant's work, you can ts a[so president of

1 It is very important that the risk man- of the consultant and evaluate progress to compare it against the final product to see I the Insurance Con-
agenment consultant not be in a position to date through fees earned to date how much "boiler plate has been used I sultants Soczety, and
sell insurance to you after the engagement 4 Personnel of a firm is obviously lm- 11 A list of all of the consultant's chents a member of the Assn of Risk Managers
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Court rule seen spurring product liability actions
By JOANNE GAMLIN

ANAHEIM, CA.-Product lia-
bility lawsuits in California are
due for a substantial boost, accord-
ing to an attorney who addressed
a seminar on the subject at the
23rd annual Western Safety Con-
gress held at the Anaheim Con-
vention Center.

Thomas V. Girardi, senior part-

ner, Girardi & Keese, a Los Ange-
les law firm, told the seminar that
a 1975 California Supreme Court
decision in the case of Ault versus

International Harvester should en-

able plaintiff attorneys such as
himself to come out on top in a
lot cf product liability lawsuits in
the state in the future.

The California Supreme Court
decision, he said, ruled that for
the first time plaintiff attorneys
can use in their arguments the
fact that the defendant made sub-

sequent improvements in the prod-
uct causing the accident described
in the lawsuit.

Noting that until this decision
California courts had always held

fast against the introduction of evi-
dence regarding subsequent im-

provements, Mr. Girardi said that
the state Supreme Court approved
of the argument for product li-
ability cases-but not for negli-
gence cases.

"However, this is a hell of a

boost fcr plaintiff lawyers," he de-
clared bluntly.

The Ault versus International

Harvester case involved a faulty

gear box, he said. The argument
that won the approval of the Su-
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A Tribute To Our Western Heritage

Comp claims weren'tpart ofthis vast line -
The transcontinental railroad line-it connected the growing country from

New York to Sacramento and swelled the wave of immigration West. In less than
five years, thousands of workers, fighting Indian attacks and fierce odds,
completed the mammoth project-at a time when workers' compensation was
still unheard of. The last spike was driven on May 10, 1869 at Promontory Point,
Utah, where the two railroads from East and West were joined.

-today we would handlethem.
At Brown Brothers our years of experience have given us the knowledge

and background for accurate case handling. Well see your claims
through to a fast and equitable finish.

Our professional adjusters are geared specifically for self-
administered workers' comp programs, both large and small.
And they're up-to-date on all the latest regulations.

Whenever you need fast and accurate workers' comp claims
handling in our seven Western states, call on Brown Brothers.
We're ready to go to work for you-24 hours each day. 7
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preme Court was that mallable
iron was substituted for aluminum

380 in the manufacture of a gear
box three years after the accident
that triggered the lawsuit.

"With this argument, plaintiffs'
attorneys can point to guards,
screens or whatever protective
device a manufacturer installs af-

ter an accident," he said, "and
argue that if it had been put up
before the accident, the injury in
question would not have oc-
curred."

Indeed, Mr. Girardi indicated
that the fact that the defendant

took steps to make subsequent
improvements in the product
causing the injury can be present-
ed to j uries as a tantamount ad-
mission of guilt by that defendant.

The Ault versus International
Harvester decision was not the end
of the bad news which Mr. Girardi

had for the seminar, however.
He said that the argument that

the manufacturer should foresee

misuse of his product is "coming
to the fore in California."

He pointed out that he success-
fully used the argument in a prod-
uct liability case involving a man-
ufacturer of a common type ce-
ment mixer.

A workman for a manufacturer

of fake marble inserted his hand
into a mixer from this manufac-

turer to check on a solution of
marble resin and suffered the loss

of a portion of that extremity.
"The injured workman could

have sued his ernployer, but we
decided to go for a product liabil-
ity case against the cement mixer
manufacturer who first sold the

product in 1953," the attorney re-
lated. His winning argument, he
said, was that the cement mixer
manufacturer should have fore-

seen the misuse the workman

made of his product. A $100,000

verdict was returned, against the
defendant.

Mr. Girardi went on to observe

i
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that "you would be amazed at
how many companies manufacture
products in violation of safety
rules." Juries tend to assume tthat

a product is defective if it was
manufactured in violation of in-

dustrial safety rules, he said. Yet
even if a product is made in care-
ful accordance with industrial
safety rules,· a manufacturer could
still be hit with a lawsuit.

Advertising, too, must be care-
fully scrutinized for pure accura-
cy, the attorney went on to advo-
cate, noting that many cases are
won on the basis of puffy adver-
tisernents.

"Few juries will turn down a
plaintiff if the defendant's adver-
Using contained unrealistic prom-
ises," he said.

Mr. Girardi also noted that con-

tributory negligence is not admis-
sible in product liability lawsuits.

One mistake which many com-
panies make, he added, is to send
their lowest level underlings to
testify at product liability trials.
This person often ends up blow-
ing the case for his employer.

Instead, a company served with
a product liability lawsuit should
tap its best safety people and send
them to do battle with the likes

of Mr.'Girardi in Los Angeles.
Defense attorney Ryan C.

Knapp told the group that prod-
uct liability cases are being won
in California despite the "over-
whelming odds" created by the
California Supreme Court.

Mr. Knapp indicated that a re-

call campaign can sometimes be
helpful in defending a product li-
ability case.

He said that a long lapse of
time from the date of manufac-

turer and a change in the art of

manufacturing a product can
"sometimes work" in a defense

action but not necessarily.
"If an oil derrick stands in place

for 18 to 20 years and then one
day collapses on someone, the
manufacturer can be judged to be
liable," he asserted.

Probably what does work the

best, he said, is for the manufac-
turer to take an immediate inter-

est in the lawsuit investigation
and to compile a mountain of valid
defense evidence, including photos
and data on the machine charged
with causing the injury.

Gordon B. Lemke, vp, safety
and health services, Employers of
Wausau, also warned the group to
watch their advertising closely.
All such literature must be kept
up to date, he added. •

Al A calls for

insurers pools
for cab fleets

NEW YORK-The American In-

surance Assn. issued a report call-
ing for the creation of joint under-
writing associations ( JUAs) to in-
sure taxicab fleets, public vehicles
and other commercial risks enter-

ing the residual market.
The association said these risks

complicate efforts to improve state
automobile insurance plans. JUAs
are the preferred mechanism for
the residual market in auto insur-

ance, the AIA said. Where they are
not suitable, the report said the
association will support the rein-
surance facility concept.

Other activities by the associa-
tion, according to the report, are
monitoring of legislative proposals
to aid the Maryland Automobile
Insurance Fund (MAIF) and

forming an industry group to study
alternatives to proposed Pennsyl-
vania regulations. •



WASHINGTON-Slipshod se-
curity at U.S. government compu-
ter facilities could lead to immea-

surable losses of equipment and
data, affecting millions of Ameri-
cans and costing billions of dollars.

A report by the Comptroller
General last month scored federal

agencies for lackadaisical protec-
tion against natural disasters and
terrorism, and recommended ap-
pointing one person at each loca-
tion to be solely responsible for
computer security.

The report also called for the
use of risk management techniques
to determine the protection needed
and to develop contingency plans
for when a disaster occurs.

A General Accounting Office
study team visited 18 domestic
and 10 overseas computer facili-
ties operated by the U.S. govern-
ment, and they found fire and
flood hazards; susceptibility to
sabotage, theft and misuse; and a
lack of contingency planning at
many of the locations.

Government finds poor
security, various risks
at computer facilities

By PAUL R. MERRION

Ten of the domestic locations

were found to store paper sup-
plies and magnetic tape in the
same room as the electronic data

processing equipment, thus sub-
jecting them to substantial risk of
fire from combustible materials.

Three U.S. computer rooms had
only portable fire extinguishers to
combat a fire, and one foreign 10-

cation did not even have that kind

of minimal protection.
Ten of the domestic facilities

were exposed to flood risks where
overhead water or steam pipes ex-
isted without any kind of drain-
age possible in case they burst.

The study team found that ven-
dor service personnel were not
supervised in seven of the domes-
tic locations, and in-house service
personnel were not supervised in
five of the domestic computer
roonns.

The study noted one case of

misuse of a government computer
in which the government paid
$100,000 to bogus fuel firms for
aircraft fuel that was supposed to
be delivered to Kelly Air Force
Base in San Antonio, Tx.

A government worker at the
base who had helped write the
computerized fuel accounting pro-
gram managed to bill the govern-
ment for fuel that was never de-

livered by the phony companies he
set up. He was later arrested and
sentenced to 10 years in prison for
criminal acts.

The GAO study team found that
five of the 28 facilities were in

operation without internal safe-
guards in the computer programs
to detect any misuse.

Only 13 of the 28 facilities were
found to have contingency plans
for use in case the computer sys-
tem shut down for some reason.

Continuity of operations is es-

4
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sential, the report said, because
the potential impact on individuals
and organizations could become a
catastrophic problem.

Overall, the study team found
great diversity in security mea-
sures used by federal agencies.
"These practices ranged from min-
imal physical protection given to
computers operated in an unguard-
ed warehouse not designed for
certain data processing centers,"
the report said.

Security was usually found to
be the responsibility of the local
manager of the computer center,
"even though the data processing
assets and activities involved all

facets of the organizations."
The report said that security

measures were typically instituted
with little or no evaluation of

what protection was needed.
"Some installation managers were
not sure whether or not their in-

stallations were over- or under-

secured," the report said.
The only government-wide

guidance that exists is a set of
guidelines issued by the National
Bureau of Standards during 1974,
at the same time GAO was con-

ducting its survey.

The GAO report generally ap-
proved of the NBS guidelines
which cover security analysis, na-
tural disaster, supporting utilities,
system reliability, procedural mea-
sures and controls, offsite facili-
ties, contingency plans, security
awareness and security audit of op-
erations.

However, the report found the
guidelines lacking a clear defini-
tion of responsibility for secur-
ity, and when and where the
guidelines should be used.

The guidelines are intended
mainly for the planning of secur-
ity, the report said, and they "do

not direct much attention to the

day-to-day job of seeing that the
security program is properly
maintained."

Also, the guidelines apply only
to new computer facilities or im-
provements to existing systems,
and the GAO report said they
should apply to all computer oper-
ations. .

NEL-PIA pays refund
Over 350 nuclear facility opera-

tors who purchased liability insur-
ance in 1966 fronn the Nuclear

Energy Liability-Property Insur-
anc eAssn. (NEL-PIA) and the
Mutual Atomic Energy Liability
Underwriters (MAELU) will re-
ceive over $1.6 million in premium
refunds. Both organizations said
there were few liability losses,
amounting to only $600,000. The
refund is part of the Industry
Credit Rating Plan which retains
premiums for ten years to build a
reserve fund in case of serious

loss. The $1.6 million refund rep-
resents 94 % of the premiums
placed in reserve in 1966.
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Gondola mishap at Vail has far-ranging impact
VAIL, CO.-The insurance in-

dustry, the Colorado Tramway

Safety Board and the United
States Forest Service are each con-

tinuing their separate investiga-
tions into the cause of the tragic
gondola accident that occurred at

the Vail ski resort here in March

in which four persons were killed
and eight others injured.

"We've all spent a fair amount

of money individually to find out
the cause of the accident; it's like-
ly that we'll come to the same con-

clusions," says Graham «Ander-
son, b.oker with USI-Pettit-Mor-
ry Co. in Seattle which placed
Vial's insurance coverage with
Lloyd's of London.

Mr. Anderson, who says it is
"premature" to discuss possible

Schiff
rhune

t

j#r

liability claims until all reports are
in, calls the action "unforeseeable.
Vail did everything it was ad-
vised to do," but . three cable
strands, each made up of dozens
of individual wires, broke.

Vail Associates Inc. reported
that employes made weekly cable
inspections. In addition, daily in-
spections were made of control
launching devices, the braking
system, and other parts at the gon-
dola terminals.

No suits have yet been filed.
Vail's president Richard L. Peter-
son has said that on the basis of
the investigation to date Vail As-
sociates believes it is adequately
protected against possible claims
arising out of the accident.

Meanwhile, ski area operators
nationally. fear that even though
they may or may not be insured
by Lloyd's, their rates will in-
crease in the already tight market.

Barringer & Williams Inc., in-
surance plan managers for many
ski resorts in the U. S., have indi-
cated that the market for insur-

ance covering ski areas is tight
and few carriers just a handful

participate. Ski area managers
nationwide have already received
subsltantial rate hikes in the last

few years in spite of often impec-
cable safety records. The effects
of the 'Vail tragedy, it is feared,
will be felt in the excess as well

as the primary markets.
This is the first maj or lift-relat-

ed accident in the Vail ski resort's

14-year history. The accident was
unprecedented in the 26-year op
erating history of this type of gon-
dola system throughout the world.
Vail says that it has operated for
nearly 14 seasons, had over five
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million skier visits and over 40
million lift rides without a major
accident. The morning of the trag-
edy, the gondola ran almost an
hour before the tragedy occurred
at approximately 9:30 a.m.

After the accident occurred, Vail
also shut down a second gondola
since it was of the same man-

ufacturer-Bell of Switzerland-
which in recent years has dropped
the skiing end of its business.

Vail managers have also said
that as a consequence of the gon-
dola crash, Vail will not operate
its ski lifts for tourists this sum-
mer and will instead embark on a

$2.1 million lift and trail expan-
sion program and also replace
track cables on the two gondola
litts. The main track cable in the
gondola involved in the accident
was seven years old and has a life
expectancy of 20 years, according
to Vail Associates.

In a preliminary report issued
by the USFS just days after the
Vail accident, chief investigator
George Tourtillott indicated that
although there was then a lot that
the USFS did not know, it ap-
peared no irregularities with the
gondola's safety mechanisms have
been found. But Mr. Tourtillott

gave the following sequence:
"There was a section of frayed

cable, some 100 feet long, just
downhill from Tower 4. The ae-
eident, where the cars fell, actual-
ly took place just downhill from
Tower 5. It appears that car No.
25 (eventually to be the first car
to fall) came into Tower 5 and
jammed into the tower mecha-
nism. The power cable 'popped'
loose from the car and continued

on. It appears this very hard ca-
ble, in effect, through a sawing
action, severed the car ( No. 25)
from its carriage and it fell. The
second car (No. 60) came up and
jammed into the still-suspended
truck mechanism from car No. 25

and it stopped. A third ear, No.
67, came up, hit car No. 60 and
knocked it off, Car No. 60 landed

upside down and was the car in
which the fatalities occurred."

Mr. Tourtillott said that another

"interesting point," was the dis-
covery that a car further up the
line was also partially derailed.
Two cars between this partially
derailed car and the accident site

at Tower 5 appeared to be rid-
ing normally on the track cable.

Before the accident was report-
ed to the top gondola lift terminal,
passengers unloading from the
gondola reported to lift operators
what looked to them like a piece
of lift cable unraveling, according
to Vail Associates. Two of the op-
erators immediately pushed the
stop button. Their action "almost
certainly" prevented further dam-
age and injury, said spokesmen.

The first patrol member on the
scene of the accident radioed that
a major medical emergency had

taken place and requested all
available doctors and additional

help to the scene. The accident oc-
curred near the 10,000 foot level,
or at about two-thirds of the way
up the mountain. The ski patrol re-
moved five of the injured persons
by toboggan the more seriously
injured were removed by snow-
cat to the ambulances waiting at
the Forest Road slope access.

The gondola car immediately be-
hind the two cars that fell was

secured with ropes .and a chain.
Evaculation of the six adults in

that car began immediately. Phy-

sicians from the Vail Valley Med-
ical Center immediately joined in
treating and evacuating the in-
jured persons from the mountain
to the medical center. Passengers
were then evacuated from 69 oth-

er gondola cars. m
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Once again, on August 9, the editors of BUSINESS INSURANCE
will present their exclusive special issue devoted to profiles of this
country's leading commercial insurance agents and brokers.

The profiles will contain valuable information 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.

This publishing exclusive-which last year was an advertising
sell out-is sure to attract the largest number of buyer/seller
readers ever assembled as an audience of an insurance publica-
tion. The profiles will serve as reference for buyers. underwriters,

sellers and others for at least one year. in making it a long-lasting
selling opportunity for your services.

\A/HO VVILL BE READING THIS ISSUE?

• Over 58.000 corporate insurance buyers in the 16.500 most
important U.S. corporations (employing over 46 million
workers)

• Over 29,000 insurance agents and brokers

• Thousands of financial, association, union, consultant. and

government readers

This means that thousands of corporate insurance buyers and
financial executives will be reviewing these profiles while they are

in the process of looking for brokerage services. and thousands of
insurance agents and brokers will be reading their own profiles
and those of their competitors. Many other readers involved in risk
management. employe benefits and other asset conservation
functions will be using this issue as an important buying guide.

Your advertising message-dominant and well directed to this
influential Business Insurance audience-is sure to bring you
reader attention and buyer action.

Remember, the profiles appear on August 9; ad closing July 27.
Take advantage of this invitation to reserve your ad space now.

NEW YORK: 708 Third Avenue, (212) 986-5050
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Puzzled
by Inland Marine Coverages?

What we have to offer may be just wha: you need.
And it is who we are and what we are that makes it pessible for 1-s
to give you more. As Int=nd Marine specialists, our knowledge.

experience and capacity plus our foresight and flexibility make us
outstanding in the field. That is why you can expect a little

extra help from Talbot Bird.

Call us whenever you are faced with an inland marine puzzle.
Let us help Voi put the pieces in place.

Talbot, Bird & Co., Inc.
Marine Underwriters and Manaers

156 William S]ret, New York, N.Y. 10038

Chicago · San Francisco · Los Angeles · Seattle · Tampa · Boston · Dallas

Thieves are hot on the

trail of CB equipment
OLYMPIA, WA. On the heels

of a report that one out of every
three CB radios is stolen-on the

average, after only 25 days when
left in a car. Washington's insur-
ance commissioner has notified all

companies writing policies in the
state that coverage for radios can-
not be denied under a common ex-

clusion originally applicable to
tape decks.

In his ruling, Commissioner
Karl Herrmann noted, "Theft of
citizen band radios is an extremely
serious problem in Washington
state, as it is throughout the na-
tion, Some companies have faced
the problem by denial of claims
for such thefts under homeowner's

policies in reliance upon an ex-
clusion, applicable to unscheduled
personal property, reading sub-
stantially as follows:

"This coverage excludes . . any
device or instrument for the re-

cording, reproduction or recording
and reproduction of sound which
may be operated by power from
the electrical system of a motor
vehicle, or any tape, wire, record
disc or other medium for use with

any such device or instrument
while any of said property is in
or upon a motor vehicle .

"We do not agree that the
above language includes radios
and thereby excludes them from
coverage nor do we think the
courts of our state would accept
such interpretation."

Mr. Hermann contended that

"while a radio engineer or an
electronics specialist might agree
that, technically, a radio repro-
duces sound transmitted to lt
through electrical waves, the in

surance buying public is not re-
quired to have such knowledge.
And the rule is that the language
of insurance policies should be in

$200,000,000 ...
That's what we pay out in prescription drug benefits for employers and union groups ...
more than any other drug benefit administrator. PAID's cost control features, such as
utilization review, audit ar.d computer pricing, also saved them a substantial amount of
money. But we do more than just pay claims... we monitor the quality of care
delivered.

If you're concerned abolt receiving more mileage from your benefit dollar, you'll be
interested in what PAID has to offer. Write for our free brochure.

PAID PRESCRIPTIONS®

RO. Box 4432, Burlingane, California 94010

PAID PRESCRIPTIOMS

terpreted in accordance with the
way it would be understood by an
average man purchasing insur-
ance.

"Moreover...it seems clear to

us that the quoted language of the
policy was intended to apply to
devices that record and store

sound, not to devices that instan-
taneously receive or transmit

sound. We do not think the lang-
uage sufficiently describes a ra-
dio to the average man...If an
exclusion of "radios" was intend-

ed, the policy could easily have
said so.

Must correct

all hazards
WASHINGTON-Any employer

with the ability to correct a ha-
zardous situation at a multiem-

ployer construction site would be
required to do so, regardless of
who has immediate responsibility
for the hazard, under a proposed
guideline from the Occupational
Safety and Health Administration
(OSHA).

In determining ability to abate
a hazard, OSHA plans to consider
whether the employer has control
over the workers, materials and
equipment necessary to abate the
hazard, or whether the employer
has authority to order the abate-
rnent of a hazard created by an-
other ernployer.

The proposed rule would make a
general contractor responsible for
any safety violations at a construe-
tion site, even if the general con-
tractor's own employes are not ex-
posedtothe danger. .

errors &
omissions

• In the May 31 issue of Business
Insurance it was stated that Mr.
Rick J. Morissey was hired as
president of Medical Trust Fund
Group. The company is a new one,
formed by Mr. Morrisey.

• At least one insurance manager
for a major U.S. corporation,
which requested anonymity, has
been able to renew its directors'

and officers' liability insurance
with Lloyd's of London without
having a new exclusion automa-
tically applied. The exclusion
which this corporation did not
want applied, and was able to
negotiate its way around, is the
one applying to claims arising out
of commissions, bribes and pay-
ments made overseas. This clari-

fies a story in the April 19 issue
that may have created · the im-
pression that Lloyd's was suce-
cessfully adding the exclusion to
all D&0 policies being written or
renewed.

• An article in the May 17 issue
of Business Insurance about Un-
ionamerica's possible sale of its
insurance group, contained an in-
accurate headline which said

Unionamerica's creditors were de-

manding the sale of the insurance
group. Unionamerica says this
was blatantly untrue. Any such
implication in the story or the
headline is incorrect, although the

story, which Unionamerica says
was accurate and fair, stated that
the sale may take place in order
to satisy Unionamerica's commit-
ments to its consortium of credi-
tors.



501(c)(9) for benefits
COLUMBUS, OH.-Battelle

Memorial Institute recently estab-
lished a 501 (c) (9) trust for em-

ploye medical and long term dis-
ability benefit plans for just under
3,000 of its workers.

The trust, called a VEBA (vol-
untary employe benefit assn.),
was established in lieu of the in-

sured health plan with Teachers
Insurance and Annuity Assn. and
a 501 (c) (3) trust formerly used
for LTD. Both plans previously
used were available only to tax
exempt organizations, for which
Battelle qualified until recently,
said Paul R. Langdon, assistant
treasurer or the large research in-
stitute.

McElroy Minister Co., a Colum-
bus insurance brokerage firm
which handles Battelle's other in-

surance matters, administers the
501(C) (9) trust and provides
health and medical plan claims
administration. The broker is paid
on the basis of a negotiated fixed
annual fee, said Mr. Langdon.
McElroy Minister has a full-time
representative on the Battelle
premises for claims administra-
tion.

The long term disability portion
of the program is handled under
an administrative-services-only
contract with Prudential Insur-

ance Co., with whom Battelle 8149

Hall and AIG

win IMC's

casualty plan
LIBERTYVILLE, IL.-Frank B.

Hall & Co. won the International

Minerals & Chemicals Corp. cas-
ualty account, generating annual
premiums in the seven-figure
range, estimated to be well over
$1 million a year, Business Insur-
ance learned.

All primary public liability in-
surance, including product liabil-
ity, and auto liability coverage
was involved in the broker

change, a spokesman for Alovio
Corp., contract insurance man-
agers for IMC, confirmed. Um-
brella liability coverage was not
involved.

The previous broker was W. W.
Rice Agency, Chicago, which had
the account for several years. Con-
tinental Insurance Co., part of the
Continental Group, New York, was
previously the underwriter. Amer-
ican International Group's Nation-
al Union Fire Insurance Co. is the

new underwriter for the policies.
Numerous brokers were in-

volved in the evaluation of IMC's

liability insurance program, said

the Alovio spokesman. Limits of
coverage were not changed, al-

though the spokesman said "there
was a reorganization in the pri-
mary coverage."

Indications from knowledgeable
sources outside the company were
that retentions had to be substan-

tially increased under the new
program. Rice is said to have lost
the business because it could not

find markets to write the needed

coverage for IMC, because Con-

tinental was reportedly hesitant to
provide continued coverage for
exposures in the workers' com-
pensation, products and general
liability area for IMC's risks
created by its explosive manufac-
turing and agricultural chemicals
operations.

IMC is in three basic businesses

-agricultural materials and phos-
phates, industrial chemicals, and
ore operations-and has sales of
about $900 million a year. •

has its life insurance plans.
Battelle is paying over $1 mil-

lion a year into the trust for the
two benefit plans, with about 80 %
of that for health and medical ben-

efits.

"From the cost standpoint there
is a decided advantage," said Mr.
Langdon, noting that total bene-
fit costs under the VEBA are

"much lower than we were pay-
ing. And the earnings on the re-

serves are ours," he noted as an-
other advantage.

Battelle doesn't use any kind of
stop-loss insurance for either the

medical plan or the LTD plan.
"The reason we don't have one on

medical is that I think it's highly
unlikely that we would ever have
a loss that exceeds our sick leave

plan, and we have a pretty gener-
ous sick leave plan. Our benefit
plan provides a maximum of
$100,000 medical benefits per em-
ploye," said Mr. Langdon.

McElroy Minister advises Bat-
telle from time to time on modi-

fication of benefit plans, he added,
noting that the medical maximum
was recently raised to $100,000
from $50,000 on the broker's ad-
vice. Furthermore, Battelle is cur-
rently looking at the trend toward
using higher (employe) deducti-
bles and covering Inore catastro-
phe-type claims, Mr. Langdon
noted.

Another minor change recently
implemented was that Battelle de-
cide to provide coverage for all
medical claims up to $100 for
emergency care in a hospital
emergency room or in a doctor's

office. Formerly these emergency
treatments are covered only if the
employe was treated in a hospital
facility. •
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Small firms aren't well

represented: Schanes
NEW YORK-U.S. employers

and the employes of small compa-
nies lack adequate representation
in Washington, the former head of
the Pension Benefit Guaranty Corp.
said last month.

Dr. Steven Schanes told the 10th

Annual Employe Benefits Confer-
ence that, "Less than 100 of Amer-
ica's largest industrial companies
are well represented when it comes
to the pension area. The rest of the
country's ennployers are represent-
ed in the capital by a number of
people, but none of them address
the pensionarea during the cru-
cial periods when policy is being
formed."

Employes of smaller companies
have similar pension problems be-
cause few organizations advance

WIMBLEDON

NBC TV-Saturday, June 26, Sunday, June 27
and Saturday, July 3

their interests during the early
phases of governmental policy
making. He said it is important to
act on their views early rather
than react after the interpretations
are made and policy adopted.

Mr. Schanes, now an independent
pension consultant, said it is un-
likely that the Employe Retirement
Income Security Act of 1974
(ERISA) will be amended allow-
ing pension plan administrators to
report to only one agency.

"By allocating responsibilities
among three prime agencies-the
Department of Labor, the Internal
Revenue Service and the Pension

Benefit Guaranty Corp.-Congress
has made it hard for interest

groups to focus on one agency as
the place to bring pressure." •

liineinto a
66Little"Aetna tradition.

Bringing you the historic Wimbledon and British
Open matches from England is becoming a"Little"Aetna
tradition. And, again this year, we'll be sharing with you
all the color and excitement of these two great sports events.
Be sure to tune in and, in addition, find out why we're fired
up about our end of the insurance business. Check local
listings for times.

5<Z;ff.

BRITISH OPEN

ABC TV-Saturday, July 10

eetna

Insurance companies
Property and Casualty Affiliates

of Connecticut General
Life Insurance Company
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Modern boom in amusement parks
has insurer spinning special covers

SAN FRANCISCO-Some time

later this year, hundreds if not
thousands of "young-at-heart"

Americans in Georgia and Texas
will be pulled upwards to a height
of 175 feet, at a speed of 15 feet a
second, to gain the "thrill" of a 28
second free-fall to the ground be-
low.

They will, of course, be har-
nessed to one of a dozen parachutes
attached to huge steel arms stretch-
ing out in a circle from the sum-
mit of a new $1.5 million Swiss-
manufactured parachute drop tow-
er, at Six Flags Over Texas (and
Georgia) amusement parks.

"The initial drop," explains Six
Flags general manager Dan Ho-
wells, "produces a sensation much
like that which I imagine would

result from jumping off the roof of
a three story building!"

The screarns of terror or sheer

pleasure that may ring out over the
Georgia and Texas amusement
parks will go uncovered by any
insurance.

However, should anything go
wrong or should a parachute
"j umper" decide to sue Six Flags
for damaged nerves and attempt
to prove his or her case in court,
the park's legal liability will be in
the hands of Fireman's Fund

American Ipsurance Cos. here.
Amusement parks have been a

phenomenon in much of the world
for many years and in the United
States since 1800. Some, such as
New York's Coney Island, have

gained international fame and the
last few years have brought a re-
surgence of interest and construe-
tion.

"Some 30 years ago," explains
Michael Mottola, who as resident
secretary of Fireman's Fund's ex-
cess and special risk department
at Newark, N. J. coordinates all of
the carrier's amusement park cov-
erage in the U. S., "an amusement
park might have as many as a doz-
en rides costing $10,000 to $20,000
each.

"Today," Mr. Mott6la points out,
"many parks have double that
number and rides can cost $100,000
or more to design and manufac-
ture. Typical of such cost are the
parachute drops developed for
Great Southwestern Corp., which

Insurance forbreweries
and the men who brew beer. And the warehouses that

store it. The distributors who handle it. The trucks that

deliver it. The stores that sell it. And the people who buy it.
Whatever vour business,James can provide insurance
and risk management services for you, tool Trv us.

James
Fred. S. James & Co., Inc.
Insurance Brokers since 1858

Insurance and Risk Management Services
Through More Than 80 Offices Around The World

r
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Today's amusement parks, with their dozens of sophisticated, expensive rid

owns Astroworld as well as the

Six Flag parks."
Insurance coverage of amuse-

ment parks started about 40 years
ago, when the American Automo-
bile Insurance Co. began under-
writing such risks That company
was absorbed in 1956 into the

American Insurance Co., which
was purchased in 1962 by Fire-
man's Fund

"In the intervening years," Mr.
Mottola reports, "amusement parks
have become a multi-million dol-

lai industry and currently Fire-
man's Fund insures about 40 such

parks throughout the U.S, cover-
ing all kinds of buildings, exhibits,
shows, vehicles and rides, to pro-
tect park management against a
great variety of risks."

Fireman's Fund records at San

Francisco headquarters are replete
with the history of amusement
parks. In 1940, the total insurance
premium generated by this mar-
ket was $200,000 for Fireman's

Fund; today it is up to $4 million
a year.

Parks had their American origin,
it seems, when land developers
saw profit in replacing itinerant
medicine shows, circuses and coun-
ty fairs with permanent amuse-
ments reachable via streetcar lines.

"Many, if not most of America's
early amusement parks," Mr. Mot-
tola said, "were actually built and
operated by owners cf trolley car
lines anxious to gain riders. They
constructed their parks at the end
of streetcar lines ar_d promoted
them to build week end use of the

trolleys."
Such ventures, Fireman's Fund

files show, reached a peak of pop-
ularity after World War I and then
began a decline that lasted until
the 1940s. When Walt Disney de-
veloped his amusement park con-
cept and opened Southern Cali-
fornia's Disneyland in 1955, the
modern "boom" in amusement

parks was underway.
And, as public consciousness of

WORLDWIDE
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uch as those above at Great Adventure in Jackson, N. J., require more expensive insurance, as well. Fireman's Fund is the leader in this market.

litigation began to develop, a
greater-than-ever-before need for
liability insurance resulted. With
Fireman's Fund having pioneered
the business. the boom in amuse-

ment park construction increased

the carrier's premium writings in
this market "tremendously." The

company has long been considered
a leader among the large insurance
carriers which write amusement
park policies.

Policies cover physical injury to
any person entering an amusement

park. as well as damage to the
patron's property and personal in-
jury. Policies even extend to sit-
uations where a park patron may
feel libeled, slandered or unlaw-
fully treated at a park.

These days, there's hardly an
amusement park around that

doesn't buy liability insurance for

at least $1 million of losses. Very
small operations may still buy lim-

il of only 5300,000 or $500,000,
but limits for the very large, so-
phisticated amusement facilities
rur. to $25 million.

Premiums can be as low as $200
for nsurance covering a single
ride:n a shopping center park. But
the average premium cos: annual-
ly for amusement park liability
insurance runs between 34C. 0,000
and 5600,000 indicating hefty rates
applied to limits in the c w mil-
lions.

Fireman's Fund contends it.'s the

only carrier now having loss con-
trol specialists who work in the
field to serve both the underwrit-

ers and the park policyhoider. The
Frccedure for insuring an amuse-
ment park, as described by Mr.
Moctola, is "simple, but specific
and carefully thought out." First
s.ep is for a broker to present an
undewriter a request for a premi-
um c uote

The underwriter then sends

Fireman's Fund's loss control unit

a survey request, which must be
completed in 10 working days Loss
control specialists obtain data on
owners of the park and the man-
agers for evaluation of proficiency
in park operation and awareness of
safety responsibilities.

"Our loss control people," Mr.
Modola explains, "will list each
r.de in the park, its capacity and
physjcal condition, to determine
its safety. They check the park
grounds, picnic and entertainment
areas and they prepare a detailed
report for the underwriter" The
underwriter then uses these reports
as well as records of prior loss ex-
perience and claims to prepare for
the broker a premium quote.

This is the manner in which

Great Southwestern became one

of Fireman's Fund's bigger pol-
icyholders, protecting elaborate
amusement park operations: the
oldest of which is located midway
between Fort Worth and Dallas.

That park, opened in 1961, lo date
has recorded more than 27 million

visitors, all of whom have paid a
substantial admission fee. Once in-

side, however. all of the more than
100 attractions are free of charge.

Ted Payne, Fireman's Fund's loss
control manager, and loss control
technician Peter Black assist the

park staff in keeping 30,000 to
40,000 visitors a day "as safe as is
humanly possible."

"This even extends," Mr. Payne
points out, "to writing the speech
used by the conductor of an an-
tique steam engine train, with lan-
guage intended to keep guests in
their seats until the train has come

to a complete halt.
"In addition," he reports, "the

boilers on that steam engine are
checked at regular intervals during
every day it operates. We even
participated in the design of the
asphalt surface of the depot loading
dock, to assure that it would pro-
vide firm footing even in rain
storrns.

"Each of the 2,000 park em-
ployes," Mr. Payne said, "is care-
fully trained in safety techniques
which we have helped to develop,
and each of the operators of the
20 rides in the park undergoes
equally intensive safety-training
sessions."

All of the rides in all amuse-

ment parks covered by the insur-
ance carrier are equipped with
standard but ultra-modern safety
devices as well as backup devices
designated and installed by engi-
neers on the Six Flags payroll.

"Once a month," Mr. Payne con-
tinued, "a safety committee meets
with me. This consists of represen-
tatives from the park's mainten-
ance, operations and security divi-
sions. With Pete Black helping me,

we discuss every aspect of safety
problems.

"Pete and I make surveys of the
park almost constantly and we pass
along to the management our sug-
gestions for improvements and
elimination of any safety hazard.
We consider ourselves as being on
call 24 hours a day."

The new parachute drop is a
good example of the extent to
which the insurance company's
loss control experts participate in
park decisions and operations. Each
of the dozen parachutes used is
under control at all times, even
during the "free-fall" stage. "We
will be present during the actual
installation of this ride," Mr. Payne
said. "And, if we think it necessary,
we'll make suggestions for addi-
tional safety measures."

A nearly identical parachute
drop is being constructed for the
Six Flags park in Georgia, where
the roller coaster is described by
the Guinness Book of Records as

the longest and highest in the
world (with more than 17 tons of
bolts, 4 tons of nails and 750,000
feet of lumber in its construction).

The parachute drops now being
installed at both the Georgia and
Texas parks are a 1976 moderni-
zation of the parachute drop used
in the mid-1940s by rnore than 35
million visitors to Coney Island.
The new parachute ride was the
concept of Errol McKoy, Six Flags
vp and general manager of the
park at Atlanta. "I got the idea,"
Mr. McKoy said, "when I was re-
searching the roller coaster which

Look tar
Insurance Corporation

An independent and innovative Underwriting
Facility providing a stable market on a

national basis for specialty lines agents

ALL-STAR INSURANCE CORPORATION
5401 N. 76th Street

MILWAUKEE. WISCONSIN 53218

Phone: 414/466-8300

rises 105 feet above the ground
and speeds over a 3,800 foot wind-
ing track at speeds up to 57 miles
an hour."

That ride is checked for safety
maintenance every day by the
Fireman's Fund loss control man-

ager at Atlanta, James Miller, who
inspects track, framework, chains
and cars for any possible safety
hazard. A technician also "walks

the track" every morning before
the park opens to check on the
wood and metal portions. The
metal is also x-rayed regularly to
detect any stress problems.

The Six Flags over Mid-America
park just outside St. Louis was the
last to be built by Great South-
western Corp. Fireman's Fund loss
control manager at St. Louis, James
Lengyel, was actively involved in
all stages of the park's construe-
tion. The San Francisco insurance

firm carried the builder's risk and

workers' compensation policies on
the park while it was being built.

All three of the corporation's
parks, as well as Astroworld across
the street frcm Houston's Astro-

dome, are now covered by a sin-
gIe amusement park liability policy
which was formulated by William
Sunderland, Los Angeles resident
secretary for the carrier's excess
and special risk department. The
policy was written out of the Fire-
man's Fund office at Los Angeles,
where Great Southwestern has its
headquarters. The policy was
placed through Frank B. Hall &
CO.

Continued on page :8
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* Xthe city's oldest insurance agency that the company can better work

people Monumental Properties is a real Peter F. Johnson, 27, was named with its insurance markets .

estate holding company which owns loss prevention engineer at B F
and operates about 15,000 apart- Goodrich Inc, Akron, a newly Business Insurance wants to know
ments, shopping mails and office created position under Spencer J of readers moving into new or dif-

Beatrice Foods to get buildings with about $1 billion in Traver, director of risk manage- ferent n'ik management, emplove
assets Mr Maller reports to the ment. Mr Johnson was formerly benent or safety/loss positions.
vp of f.nance at Monumental, and with DeSoto Inc in Desplaines, Il, We are interested m administra-

new risk mgr. on July 1 manages a three-person depart- where he worked in environmental tive, staff and support positions as
ment An attorney, he was for- and pollution controls The crea- well as managerial level Jobs. If
merly risk manager for Munford tion of this engineering position you or anyone you know ts on the

Leo Milota is understood to be At Carter Hawley Hale, Mr Fled- Inc m Atlanta Before that he was represents a "beefing up" of Good- move, please contact our Chicago
Joining Chicago-based Beatrice ler reports to Howard N West, vp in the insurance departments of rich's internal engineering staff so offlce, 312-649-5279
Foods Co effective July 1 in the and treasurer Mr Fledler replaces Rollins Inc He attended the Uni-

position of rlsk manager At press- James R McLees, who left the re- versity of Illinois and DePaul Unl-
time, company officials could not taller to join C F Braun & Co ln versity law school
be reached for comment about Alhambra, Ca as assistant risk . Texas hospital exchange
whether this involves a restructur- manager as reported Mr Fiedler W. Ballard Powell, 37, was
ing of the Beatrice corporate in- began his insurance career in 1952 named director of corporate insur-
surance department Donald H as underwriter with Contmental ance for Munford Inc, Atlanta, receives final approval
Klem, assistant secretary of Bea- Insurance Co, St Louis In 1966 which operates supermarket chains
trice, serves as director of corpor- he Joined Alexander & Alexander and other retall outlets as well as AUSTIN, TX -The Texas Hos- are still underway and reinsurance

ate insurance and employe bene- in Tulsa as manager of the corn- warehousing facilities and cold pital Insurance Exchange is now could be granted at any tme
fits Rodger A Cochran, assistant mercial underwnting department, storage operations generating about ready to issue hospital professional "Perhaps the American Hospital

corporate insurance manager, has a post he held until Joining May $250 million in sales Mr Powell liability policies to any of the 600 Assn may turn its captive in this
been handling property and cas- Co m 1969. replaces Donald E Maller, who left member hospitals of the Texas direction," said Mr Hurst, consid-
ualty insurance matters for the * to Join Monumental Properties Hospital Assn, after final approval ering another possible source fol
company for several years Mr Eugene Marinelli was named di- Corp in Baltimore Mr. Powell was received for its insurance rates reinsurance
Milota has for three years been rector of rlsk management for IU was formerly with Marathon Oil and rating procedures from the The newly appt oved rating
risk manager for Chicago-based International Corp, Philadelphia, Co m Findlay, Oh where he was State Board of Insur.nce formula will analyze over 25 var-
CF Industries, a large manufacturer reporting to the vp, taxes and in- manager of domestic and interna- The reciprocal, however, iS Stlll lables in each hospital to deter-
of chemical fertilizers cooperative- surance Mr. Marinelli was form- tional property and casualty insur- searching for greater limits of re- mine the premium cost for each
ly owned by 19 regional agribusi- erly assistant director of risk man- ance At Munford, he is respon- insurance Currently, excess cover- hospital Such variables Include
ness cooperatives m the U S and agement at IU International Ger- sible for property and casualty cov- age is being purchased through the scope of patient set vice, the vol-
Canada A replacement has not yet ald M Brown, who was formerly erages and group insurance, re- Joint Underwriting Assn, with ume or number of patients treated,
been chosen at CF Industries the IU director of risk manage- porting to the vp of administra- limits of $300,000 for single inci- the complexity of treatment pro-

f ment, left the company and Joined tion He has a degree in insurance dent coverage and $300,000 for cedures and prior professional lia-
J. Lawrence Fiedler, 50, was Alerander & Alexander from Georgia State University At multiple incidents bility claims experience

named director of risk manage- . one time, he was assistant to the These hmits bring the total ex- The results of a study conducted
ment and insurance for the Carter Donald E. Mailer was named president, Savannah Machinery & cess coverage to $450,000 for a by the THA over a five year per-
Hawley Hale Stores Inc, Los An- risk manager at Monumental Prop- Shipyard Co, in Savannah, Ga., single incident and $800,000 for tod concerning claims experience
geles Mr Fiedler was formerly erties Corp, Baltimore, responsible where he was also responsible for multiple incidents, when combined of its members were used to help
corporate insurance manager for for property, casualty and group lusk management and insurance with what THA will underwrite determine the new procedui e
the May Co, St Louis, and was insurance He replaces R H (Ros) Mr Powell's responsibilities at itself "Hospital cooperation and palti-
reported in the May 17 issue of Crosier Jr who left the company Marathon Oil were absorbed by "Despite all our problems, we're cipation m a comprehensive hos-
Business Insurance to be Joining after seven years to join Maury, Richard F Edelbrock, workers' still optimistic," said 0 Ray Hurst, pital loss control pi ogram" will be
Johnson & Higgins in St Louis Donnelly & Parr Inc in Baltimore, compensation coordinator THA president, concerning the re- a major requirement of hospitals

insurance question, Negotiations participating in the program

Tricky risks on roller coasters... classified advertising
Continued from page 77 bility policy theme park in Jackson, N J,vp

The rating plan for the single This policy is in addition to the Ed Gadberry and safety director RATES AND CLOSING TIME: $3.00 per hne, mmimum charge $15 00 Cash
policy was designed to provide in- amusement park liability coverage, T C Freeman took a Fireman's With order. Figure alt cap lines (maximul-two) 30 letters and spaces
centives to Great Southwestern to which the park has purchased from Fund safety suggestion during per kne; upper & lower case 40 per line. Add two lines for box numbers
keep losses at a minimum The Fireman's Fund for 30 years The construction and all the pebbles Rephes are forwarded daily Closing deadkne' Copy 111 107'ltten forrn 111
safety performance at each park original policy was issued in the around the hundreds of trees which Chlcago offlee not later than noon, Mondav, 7 days preceding publica-
has a direct relationship to the in- 1940s by American Automobile line the main street of the park tion date Publtshed every other Monday Display classified takes card
surance cost Insurance Co were glued down, to prevent vis- Tate of $2850 per column inch, and card d:scounts on size and fre-

Adventureland, on Long Island, itors from slipping on them quency. Mall ads to Business Insurance, classifzed advertlsing dept.,
NY Isa small amusement park Dorney Park does have one at- Each of the 30 rides at this park, 740 N Rush St,, Chicago, Illinois 60611.
with 19 rides, a game area and traction not covered by the liability where the Giant Wheel lS the big-
food concessions on 10 acres It 15 policy This lS stock-car racing, gest ferris wheel in the world, lS HELP WANTED POSITION WANTED

owned by Al Cohen, who devel- held every Saturday night in sea- given a test ride before the park
oped a somewhat similar safety son Injuries to the drivers are not opens each morning Mr Freeman Corporate Risk Managers

Pension and Communication Consultants RISK MANAGEMENT-EUROPE
program with Lou Pisapia, Fire- covered, although the policy does also personally checks each ride

Benefit Managers Multi Itngual, qualified european eng,
man's Fund's loss control manager cover injuries to spectators watch- every night and a third shift does neer, living In Europe Fire Protection/

Loss Control international Insurance
at Garden City ing the races preventive maintenance after the We discreetly arrange the hiring of background Available as full time em

insurance and consulting peopleRide operators at Adventure- At the new Great Adventure park closes . ployee or on annual retamer basis plus
nationwide Your professional objec expenses

land are required to fill out "trou- tives, confidentiality, location pref Box 735, BUSINESS INSURANCE
ble reports at the end of each -L erences, and salary advancement 740 Rush St, Chicago Ill 60611

day. These are used the next morn- goals are Important to us All fees

ing by maintenance crews which are paid by client companies Contact
"solve the prior day's safety prob- m=1 '1 * INSURANCE ADJUSTERS

lems" during the three morning 14

hours prior to park opening. PRESIDEN SELF-INSURED & RISK
RICHARD GAY

 INSURANCE PERSONNEL RESOURCES MANAGEMENT CLAIM SERVICES
It was Mr. Pisapia for example, 2970 a:#emree Road N W Site 622 O'Keefe International Adjustment Com

who suggested that the animals on
A... Georgia 30305. /404) 262 2972 pantes, inc . also known as Lyle O'Keefe

Adjustment Company, P O Box 16168,the Adventureland carousel have
Phoenix. Arizona 85011, telephone (602)

stirrups for the small children who 264 3439 Offering services throughout

use the ride Straps also tie around RISK MANAGERS , the world, for self insured and large
retention risks On time and expense,

the riders' waists to prevent falls EMPLOYEE BENEFITS or contract basis Write or call David
K O'Keefe, President Offices throughFireman's Fund has been insurer CONSULTANTS out the state of Arizona and affiliates

for Adventureland since the park in Mexico and throughout the worldFor over 15 years, don Howard
opened 15 years ago, and Mr Pis-

M-1
has served the Insurance Indus-

1 .apia has been its "loss control man- try at the middle and upper HELP WANTED

ager" since the first day management levels Whether
Another large amusement park you are "in the market" or are

insured by Fireman's Fund iS Dor- basically happily employed and

ney Park, at Allentown, Pa This 'IllIBIL;Illi would consider a change only
PENSION

under the most ideal circum
park is now 92 years old, founded
in 1884 when the first mechanical

stances-you will find that the ACTUARY
don Howard organization with

rides were installed Safety at Dor- The Defense Supply Agency,its excellent relationship with
ney Park is supervised for Fire- £L 1¥9 client companies, brokerage Alexandria, Virginia needs an

man's Fund by Joseph Bodor of M?S 51;,/I ' .'ml&AVA firms, agencies and consulting Actuary to review Defense
the Philadelphia office firms, is in the best position to contractors' pension plan

Robert Ott, current president of Fm*¥: r __* confidentially handle your situa- costs This ts a Federal Civil
Dorney Park, is a third generation tion. Service position with a start-
member of the Jacob Plarr family RICHARD ZIOBER, It'Ig salary of $26,861 per an-
which has managed the park since

PLACEMENT MANAGER

ALL FEES PAID
num Please send resume or

1901 Dorney Park, in addition to l Standard Form 171 (Personal

its rides, also operates a restaurant 
don HOWARD

9:*.. Qualifications Statement) to
and a variety of food-dispensing PERSONNEL SVC. DSA (DSASC-ZE) Room 8A
facilities for visitors Fireman's Alll.IA_ 40 Marietta St., NW 111, ATTN Code PA, Came-
Fund insures the park for liability (404) 577-9630 ron Station, Alexandria, Vir-

other offices New York, Chicago, Dallasagainst illness resulting from food
San Francisco, Houston ginta 22314

consumption, under a products lia-
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When your property needs protection, call out the Cavalry
Kemper has the kinds of property
protection you need. Coverages
that are broad. Flexible.

Innovative. And priced right.

We ride hard to protect our
policyholders. And we've been
doing it for some sixty years.

So when we say were with you
for the long ride, we mean exactly
that.

Call the people who cover your territory. Your
independent agent or broker who represents
us. Or write Pete Standbridge, Sales Manager,
Ke-nper Insurance Compar ies, Long Grove,
Illinois 60()49.

9

insuRance

companies

We're with you for the long ride.
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