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Crowley Maritime barges ahead
ignoring Social Security benefits

By RHONDA L RUNDLE

SAN FRANCISCO-Crowley Maritime Corp., a
privately owned transportation and maritime con-
struction conglomerate, will shell out an extra
$900,000 a year to make its pension plan totally in-
dependent of Social Security benefits.

The CMC change bucks a 20-year trend among
U.S. businesses to integrate Social Security and
private pension benefits. The Social Security offset
typically reduces the employer's contribution
needed to guarantee a worker's retirement income
at a set percentage of final pay.

Pension funding costs for the San Francisco-
based company will increase by a whopping 52% to
$2.6 million a year under the new formula insti-
tuted in January. CMC and its employees will con-
tinue to make contributions to the Social.Security
system as required by law.

The revised plan provides monthly private pen-
sion retirement income for all employees in the
amount of 1.35% of final average pay times years of

survey:

service. The highest-paid five years out of the last
10 years of service are averaged to obtain the re-
tiree's final average pay. All of the corporation's
1,300 administrative personnel will earn bigger
pensions after the change.

Since CMC has kicked Social Security out of its
pension formula, it no longer needs to forecast
wildly unpredictable Social Security benefits. The
promise of a private pension is.no longer linked to
a system considered actuarially unsound by corpo-
rate benefit managers.

"Social Security is a welfare system, not a bene-
fit system," argues Richard E. Hanson, CMC's se-
nior analyst for compensation and benefits. "Eq-
uity was never intended."”

But equity is important to CMC management.
The company became alarmed when it realized
that recent dramatic increases in Social Security
benefits had caused an unintended earnings and
service test to creep into its pension plan. CMC
could no longer promise a private pension to its

Continued on page 31

EGGS

By JAMES M. BURCKE nnent.

NEVW YORK-How much is a
risk manager worth?

According to a new survey, how
much a risk manager earns de-
pends on the type of business his
company is in and where it is 10-
cated.

For example, the average salary
of managers in the oil/petrochemi-
cal industry was $54,500 last year,
while bank risk managers made an
average of $29,300, the survey said.

, And risk managers in the North-
east are usually paid more than

their brethren in other portions of
the United States.

Nationwide, the average risk
manager earned $40,100 last year
and received a bonus of $7,150, ac-
cording to the survey conducted by
Richard Meyers and Bill Perry of
Logic Personnel Associates Inc., a
New York recruiting firm special-
izing in risk and safety manage-

Some 255 risk managers in 38
states responded to the survey, 32%
of those polled. However, more
than half of the respondents were
located in the Northeast. No data
was collected from 14 states.

The highest compensation re-
ported in the survey was earned by
a risk manager for a conglomerate,
who received a $90,000 salary and a
bonus of $18,000. A county govern-

ment official ranked at the bottom

of the list with a $17,000 salary and
no bonus.

However, some of these figures
could be misleading. In notes ac-
companying the survey, Logic Per-
sonnel Associates points out that it
is aware of 15 risk management
professionals at conglomerates and
in the oil, chemical and pharma-
ceutical industries with base earn-
ings of more than $100,000.

And although Logic Personnel

Continued on page 32

update:

Design change key
to Hyatt collapse: Study

GAITHERSBURG, Md.-A faulty
design change, which saved money
and eased construction, was the key
factor in the July 17 collapse of two
skywalks at the Kansas City Hyatt
Regency Hotel, federal investigators

said last week.

Had the design change-involving
hanger rods supporting the walkways
-not been made, the collapse may
not have occurred even though the
original design violated Kansas City

Continued on nezt page
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MGM Grand sues

2 excess insurers

By RHONDA L. RUNDLE

LAS VEGAS, Nev.-MGM Grand Hotel Inc. is battling two of its excess
insurers for an additional $69 million to fully cover an alleged $211 million
property loss caused by the November 1980 fire at its Las Vegas hotel.

American Protection Insurance Co., a member of the Kemper Group, is
asking the U.S. District Court in Las Vegas to decide the proper amount of
MGM's property damage claim. AMPICO argues that MGM's claim in-
cludes sums spent to enhance-and not just rebuild-the hotel and casino.

MGM Grand has responded with a countersuit seeking the $33 million
difference between $92 million it has received from AMPICO and the $125
million limit of the insurer's policy. Six other insurers have exhausted
their underlying limits totaling about $50 million.

In a separate action also filed in the Las Vegas court, MGM Grand is
suing Insurance Co. of North America for refusal to pay the $36 million
portion of MGM's claim that exceeds AMPICO's liability.

INA underwrote a top $40 million layer excess of $175 million to com-
plete MGM's $215 million property and business interruption insurance
package. Court documents show that MGM paid INA $10,000 for a 12-
month policy starting May 15, 1980.

Shortly after the fire on Nov. 21, 1980, claims adjusters and other experts

Continued on page 28

Risk managers in the U.S. are paid an average
of $40,100, plus more than $7,000 in bonuses

Risk manager salaries around the U.S.
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- update:

Design change key to collapse

Continued from premouspage
building codes, the Commerce Department's National Bureau of
Standards concluded last week after a seven-month investigation

With the design change, the hanger rod beam connections could
only support one-third of the load they were supposed to hold at the
Hyatt

Under the original construction design, the plan for the skywalks
called for a single set of hanger rods that would have passed through
the beams in the fourth-floor walkway through to beams in the
second-floor walkway

This would have allowed each box beam connection to transfer its
own load directly onto the hanger rods

However, during construction of the hotel, the rod design was
changed from a single set to an "interrupted"” arrangement, so that
the fourth-floor box beam connections had to transfer the loads of
both the second- and fourth-floor walkways

This change doubled the load on the fourth-floor connections and
led to the collapse, the study said

Under the original arrangement, the collapse would not have oc-
curred, said Dr Edward Pfrang, who headed the investigation

Who requested the design change is unclear In court papers, the
architects, project manager, general contractor, steel manufacturer
and structural engineer point fingers back and forth, and hotel
owner Crown Center Redevelopment Corp, a subsidiary of Hall-
mark Cards Inc, says it did not originate the skywalk design but did
ultimately approve atrium and skywalk plans submitted by the ar-
chitect, a consortium of three firms, Patty Berkebile Nelson Duncan
Monroe Lefebvre Architects Planners Inc of Kansas City

Dr Pfrang also noted that each fourth-floor hanger rod box beam
connection had a capacity load of Just 18,600 pounds On the night of
the collapse, the maximum load on any of the six connections was
21,400 pounds Kansas City building codes required the connections
to support a load of 68,000 pounds

CG, INA settle on name

NEW YORK-Connecticut General Corp and INA Corp have
settled on a name for their new offspring-Cigna Corp

The two giant insurers said Cigna preserves the value of their
existing names and "underscores the business concept of a merger of
equals by using all the letters of CG and INA "

The companies expect that, with government clearance, they will
complete the merger by Aprill

NRA wants award vacated

Insurers may hike rates

to cover blowout losses

By STACY SHAPIRO

Some insurers have quit writing well control policies
altogether, said Mr Hiscock And others-like Lloyd's

LONDON-The frequency of oil well blowouts has of London, which is the leading market for oil rig and
never been so high, the cost of capping them so expen- well control insurance-are thinking about raising

sive and insurers so fed up about paying the claims

some rates by as much as 20%, other Lloyd's sources

"In the old days, the drillers made their own rigs out predict
of wood," says Alan Hiscock, managing director of It IS likely rates will rise, said Lloyd's underwriter

Sedgwick Offshore Resources Ltd

David Hill, who is a leader on the master marine 011 rig

"There wasn't any insured value because they were insurance policy But Mr Hill is waiting to say how
unlikely to be insured. They would Just dig and strike a much rates will increase until he finishes a statistical
well And if it didn't work, it didn't work But you analysis about the frequency of blowouts and their cost

didn't have the sophisticated blowout preventers Lloyd's underwriters say they need to raise rates to

there," he says

try to recoup some of the huge losses they've recently

Today's oil barons, however, are witnessing an ex- had to pay out on the master oil rig insurance policy
plosion in the number of blowouts at both onshore and The worst loss recently was caused by a blowout from

offshore rigs, London sources say

the Sedco 250 well off the coast of Angola, operated by

They say they're not sure if there is a pattern to the Gulf 011 Corp., which will cost insurers more than $1
blowouts, but they do know one thing The cost from million (Bl, Feb 15)
blowouts is running into hundreds of millions of dol- But, they say the Sedco losses are Just a large tip of a
lars, and some insurers are getting tired of paying enor- huge iceberg

mous claims on well control policies

CU claims
Hyatt tried

to 'cut deal’

By BILL DENSMORE

KANSAS CITY, Mo -Hyatt
Corp tried to convince Commer-
cial Union Insurance Co after the
skywalk disaster to cover its inter-
ests, but CU balked, court docu-
ments assert

The new revalations are con-
tained in papers filed Feb 19 in
Jackson County, Mo, Circuit Court

Continued on page 27

EPA announces rules

on closure coverage

By JOHN W. MILLIGAN

WASHINGTON-Hazardous waste sites throughout the United
States soon may be able to insure closing and monitoring costs How-
ever, no insurer is selling the coverage

U S Environmental Protection Agency officials say the agency
will announce new regulations this week that will allow waste site
operators to use insurance to guarantee payment of site closing and
monitoring costs as required by the Resource Conservation and Re-
covery Act

The agency is expected to publish the regulations this week in the

WASHINGTON-The National Rifle Assn, stung by a $2 million by CU attorneys Stephen A Cozen Federal Register That announcement will be followed by a 60-da,..,+

Jury verdict because it failed to adequately inform an employee he
should take his handgun home from the office at night, has asked a
U S District court Judge to vacate the award (BI, Feb 22)

The handgun was st61en in a robbery at the NRA's headquarters
and used a few days later in a fatal shooting

In a motion filed Feb 19 the gun lobby argues the award was
illogical, excessive and inconsistent because It absolved the gun's
owner-an NRA employee-while penalizing the NRA

Robins to appeal lTUD award

MIAMI-Dalkon Shield manufacturer A H Robins Co. Inc will
fight a $275 million award by a Jury to a woman who claims that
complications following the use of the intrauterine device caused
her need for a hysterectomy

The compensatory damage award of $1 75 million is believed to be
the biggest ever for Dalkon Shield injuries A $1 million punitive
damage award has been stayed, pending appeal of another case

Plaintiffs are appealing aUS District Court order in San Fran-
cisco to consolidate all Dalkon Shield suits for purposes of deciding
punitive damages against A H Robins (BI, Dec 28, 1981)

Vote on Lloyd's bill this week?

LONDON-The Lloyd's of London self-regulation bill could be
approved by the House of Commons this week

Opponents of the bill say they will once again argue against the
bill before it comes up for a final vote Conservative members de-
bated the bill into the night during one session last week

6Tolling' statute in limbo

WASHINGTON-The Supreme Court last week sidestepped de-
ciding how long an out-of-state company IS liable for its products in
New Jersey

Pharmaceutical giant G D Searle & Co had challenged a New
Jersey "tolling"” statute that says the state's law requiring a plaintiff
to file a product liability suit within two years of injury does not
apply to corporations registered outside the state (BIl, Oct 12,1981)

But the high court, in an 8-1 ruling, sent the case back to the trial

court because lower courts failed to address whether the tolling stat-
ute violates the Constitution's commerce clause
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of Philadelphia and Charles E Pat-
terson of Kansas City

The papers, which include copies
of private letters between Mr
Cozen and Hyatt attorney Don H
Reuben, are Mr Cozen's response
to a motion under Mr Reuben's
name seeking Mr Cozen's removal
as CU counsel

Hyatt claims Mr Cozen made
misleading statements to the court
about CU's coverage position (B,
Feb. 8) Judge Timothy D O'Leary
has not ruled on the motion

Mr Cozen's response asserts that
Mr Reuben, representing Hyatt,
tned to "cut a deal” with Mr Cozen
as CU's counsel for CU to recognize

Continued onpage 29

comment period.

The regulations on closing and momtoring procedures, which also
allow other funding mechanisms Including self-insurance, take ef-
feet 90 days after the publication date

Under RCRA, operators must demonstrate their capacity to pay
for the costs of closing and monitoring a facility, called closure/post-
closure costs. Once a disposal site has been closed, it must be mom-
tored for 30 years

Operators who decide to insure their closure/post-closure costs
will have to cover the full estimated amount of the costs Operators
are required to submit these figures to the EPA, along with a de-
tailed closing and monitoring plan, during the licensing of their fa-
cilities.

The regulations will include other options to show that closing and
monitoring costs can be paid a trust fund, bond, letter of credit or
self-insurance.

It appears that these four approaches will be the only funding

Continued on page 28

Revised product liability bill drops
some protection for manufacturers

his mind about giving all manufac-

turers new protection from product
WASHINGTON-IN his latest liability lawsuits involving older

legislative attempt to establish a products

federal product liability law, Sen In draft legislation that will be

Bob Kasten, R-Wis, has changed unveiled this week and discussed at
a Senate Commerce Committee

By JERRY GEISEL

hearing next week, Sen Kasten
proposes to bar product liability
lawsuits involving major capital
goods, like printing presses, 25
years after the product is delivered.

However, no time limitations,

errors &
omissions

based on when a product IS deli-
In the Feb 22 issue of Business vered, would apply to other prod-
Insurance, two errors appeared in ucts
stories In addition, there would be no
= In the London Line article, time limitation on filing suit in
the annual report of the Liverpool cases where the injury was caused
Underwriters' Assn was incor- by prolonged exposure to a product
rectly identified as the Institute of like asbestos
London Underwriters' annual re- Other maJor changes in the re-
port vamped bill involve government
= Due to a typographical error, a safety standards as a defense
story on Olympic insurance cover- against liability and the use of ex-
age erroneously stated that televi- pert withesses in product liability
sion rights for the 1988 summer suits
Olympics would be insured for $5 However, important provisions
billion The correct figure is $1 involving the exposure of whole-
billion Continued on page 30

House legislation
not the same

VWASHINGTON-While -*
Sen. Bob Kasten now wants to
give most manufacturers less
protection than he originally
proposed in his federal product
liability legislation, a Califor-
nia congressmen wants to give
them much more

Rep. Norman Shumway, R-
Calif, in his proposed "Prod-
ucts Liability Act of 1982,"
H.R 5214, would bar most
product liability suits from
being filed 10 years after the
product is first sold

However, in cases where the
injury is caused by prolonged
exposure to a product, like as-
bestos, a plaintiff would have
15 years from the time the
product was sold to file suit.

In its lastest version, Sen
Kasten's bill proposes a 25-

Continued on page 30
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Should you offer a tax-deductible plan?

By JOHN W. MIUIGAN tion-salary reduction plans under Section contributions from employees
401(k) of the Internal Revenue Code. These A second survey of 224 companies con-

NEW YORK-What's an employer to do, plans look more attractive since the IRS pro- ducted in December by Towers, Perrin, For-

Should it start a payroll deduction plan for posed new regulations governing them ster & Crosba/ a New York-based consulting
Individual Retirement Accounts for its em- Many consultants say salary reduction firm, found 54% would not allow employee
ployees, Amend its current pension or plans are superior to either payroll deduction contributions to a new or amended plan, 21%
profit-sharing plan or create a new plan to IRAs or Qualified Voluntary Employee Con- would and 25% were undecided In the same
accept tax- deductible employee contribu- tribution plans (see story below), and some survey, 39% Indicated they would not set up
tions companies are postponing deC|S|ons on the payroll deduction IRA programs, 31% said

How about nothing as the safest bet, two new plans spurred by the tax law until they would and 30% were undecided.

The answers' to these questions, plaguing they've investigated this approach more Most consultants, however, are enthusias-
, benefit and corporate executives since the f®y tic about the options under the tax act. They
'Economic Recovery Tax Act of 1981 was 'IRAs may pick up in six months after em- contend these plans will ?rve new incentives
passed nearly eight months ago, are still ployers have therr act together on salary re- to employees to save for their retirement,
being debated But, some companies are tak- duction plans," says Jim Hutson, a Partner at giving some real stability to the old pension
ing action and their reasons and experiences Hewitt Associates in Lincolnshire, 1I benefit cliche of the three-legged stool that
provide guidance to those still pondering the Employer response to the options under retirement income should be equally sup-
questions the tax act "so far hasn't been overwhelm- ported by personal savings, Social Security

Even the arguments that convinced some ing," says Arthur J. Gribben, vp at benefit and the company pension plan
companies to delay or even decide not to consultants and insurance brokers Johnson With the future effectiveness of the Social
take any action as a result of the new tax act & Higgins. "The overall consensus is that Security system in question and employers
offer other employers new insights for their over one-half have decided to do nothing" worried about increasing pension costs, the
own deliberations on what to do about the No one knows exactly how many com- employee's responsibility to save that has
prowstrons for stimulating employee savings panies have decided to establish some type of been ignored in the past is more important,
or retirement plan under the Economic Recovery Tax Act the consultants say.

The deliberations contend with both phi- Surveys by two benefit consulting firms, "I think some employers believe it will ul-
losophical and practical issues taken late last year, confirm Mr Gribben's timately relieve the pressure on their pen-

Philosphically, does an employer have an observations sion plans," says Mr Hutson
obligation to its employees to help them in Hewitt Associates found that 40% of 422 Jerry Bell, a partner at Kwasha Lipton, an
any way possible to ensure they will have employers polled last November said they employee benefit consulting firm in Ft Lee,
comfortable retirementf Does the empIO\é r would do nothing more in response to the tax N.J, adds that ' purely as a matter of good
have an obligation to support President Rea- act than inform their workers about the leg- corporate citizenship," employers must en-
gan's program of stimulating capital invest- islation courage employees to make these tax-de-
ment to bring the economy around? Thirty-six percent said they would offer ductible savings

Practically, do enough employees want payroll deductions to outside IRAs, while 30% "What's best depends on a company's re-
their employers' help to Justify the time and said they would either amend their existing sources and what they want to accomplish,"
expense it costs to implement these pro- pension, profit-sharing or thrift savings Mr Bell says of various plan options "But |
grams, plans, or set up a new plan know what's worst-

Employers are presented with these issues to accept tax-deductible Cont: nued on page 11

because the tax act not only F I D E L”r”l”
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own IRAs to take advantage of 1 1,
the new $2,000 per year tax-de- - . *
ductible contribution to retire- o - d I O8e 1 1 ")
ment savings, it also tells em- —————-—- SES?5*
ployers how they can help
Employers can establish a pay. -1-/<

roll deduction program for em- —|dd|p
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profit-sharing plan or create a

new plan to accept voluntary
retirement with today%
high money market yields.

tax-deductible contributions.
Plans that have accepted volun-
tary contributions in the past
need only announce that they
will accept tax-deductible con-
tributions and establish proce-
dures to record them

Complicating the debate at Graphic Amy Palmer
many companies is a third op-
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Or is there another way that's better?

an IRA at age 59M While less restrictive than under

» Because up to 10% of salary can be de- an IRA plan, these stipulations are more re-
NEW YORK-Despite all the headlines ferred, many employees will be allowed to strictive than under a traditional thrift plan,
IRAs are grabbing since the Economic Re- set aside more than the maximum $2,000 and the IRS has not yet issued a final defini-
covery Tax Act of 1981 was passed, some that is tax-deductible to an IRA. Also, con- tion of hardship
benefit managers will tell you to forget all tributions to a salary reduction plan do not « When an employee finally withdraws
that and go for a much better employee re- bear in any way on the $2,000 in tax-deduct- his money from a salary reduction plan, tax
tirement benefit a salary reduction plan ible contributions an employee can make to treatment IS more favorable than on money
Under proposed Internal Revenue Service an IRA, so a worker could use both tax shel- accumulated in an IRA The salary reduc-
regulations for salary reduction plans, em- ten if his financial position allowed tion plan distribution qualifies for 10-year
ployees can choose to reduce their pretax in- 0 The tax act allowing deductions for forward averaging Under 10-year forward
come by up to 10% and put thit amount into IRA contributions specifically states that the averaging, the taxpayer who receives a
a company profit-sharing or savings plan voluntary contributions cannot be made to lump-sum payout makes a one-time tax pay-
where it accumulates tax-free interest until savings plans that include matching em- ment that is equivalent to 10 times the tax on
ployer funds However, under the salary re- one-tenth of the lump sum
Because the money is paid into these cash duction plan, matching funds are allowed, so « Both employee and employer can save
or deferred contribution plans directly by the employee has an opportunity to earn on Social Security taxes If an employee
the employer rather than deposited by the more on his contribution makes less than $32,400 (the wage base for
employee, it counts as an "employer" contri- * A salary reduction plan allows an em- computing FICA taxes this year), then any
bution, not as taxable income to the em- ployee to make emergency withdrawals reduction in salary he takes correspondingly
without having to pay the 10% tax penalty reduces his and the employer's FICA taxes,
Benefit managers say this savings plan, imposed on early IRA withdrawals Salary which are based on income However, Social
which is not a product of the 1981 tax act but reduction plan participants can withdraw at Security benefits also will be reduced
rather was sanctioned by a 1978 change in termination of service, retirement, disability slightly but the earnings on the salary re-
the tax law, offers definite advantages over or in cases of extreme financial hardship or Continued on page 23

By JAMES C. LAWSON
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The more options,
the more you risk
fiduciary lawsuits

By STEPHEN TARNOFF

Encouraging employees to take advantage
of tax incentives to save for their retirement
also could encourage more lawsuits against
the employer

However, most benefit consultants and at-
torneys say the likelihood of a rash of Judg-
ments against employers is slim.

They point out that amending a current
pension plan or establishing a new one
to allow voluntary employee tax-deduct-
ible contributions does not bring new fiduci-
ary responsibilities. An employer still must
exercise the same prudence in investments
and plan administration as he did previously
in company-pay-all savings and pension
plans

But, the fact remains if more employees
are attracted by the new tax breaks to con-
tribute to more company-sponsored savings
plans-making their money more directly
involved-it will increase the odds someone
will sue

A recent Department of Labor advisory
letter clarified what an employer establish-
ing a payroll deduction IRA plan with an
outside vendor should do to escape regula-
tion under the Employee Retirement In-
come Security Act and the fiduciary respon-
sibilities it imposes

But amended or newly established Quali-
fied Voluntary Employee Contribution

Plans are subject to ERISA and
the fiduciary duties it spells out
The same ERISA rules also
apply to employers who opt to
sponsor salary reduction plans
- instead of plans that allow tax

s108.280 are small enough and employers
4- duciary liability)," said Michael
E Treacy, an attorney who
981 heads the flexible compensation
-$ unit for consultant The Wyatt
# Co. in Washington, D C
“If a company has acted re-
sponsibly, communicated and
not misled people, it doesn't have

nything to worry about," he

"There isn't a significant in-
crease in liability in the area of

Continued on page 26
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Focusing on the issues

The dust kicked up in benefit circles by
the Economic Tax Recovery Act of 1981 IS
just starting to settle Benefit experts are be-
ginning to focus on the new options avail-
able to employers who want to encourage
their workers to save for their retirement
income needs

Business Insurance Associate Editors

John W Milligan and James C Lawson in
New York and Stephen Tarnoff in Chicago
interviewed over 65 benefit and legal ex-
perts to prepare this report, which continues
on pages 11 through 26

In addition to the stories beginning on this
page, you will find on page 12 an outline of
what you need to do if you want to start any
of these new programs, on page 16, a run-
down on the different financial institutions
competing to service these new plans, on
page 24 the details of Honeywell's adoption
of these new savings plans, and, on page 26,
how banks are stepping up their sales efforts
to service these new plans

In our Perspective Section, pages 21-22,
two contributors explain why their com-
panies did and did not adopt a payroll de-
duction program for IRAs
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First suit filed following Ocean Ranger disaster

By BILL DENSMORE

NEWW YORK-Criticism of
safety conditions aboard the Ocean
Ranger drilling rig by its ex-cap-
tain could figure prominently in
the first suit filed since the acci-
dent.

Charging the rig owner and op-
erator with operating an un-
seaworthy and unsafe vessel, the
family of one of the 84 lost crew
members is demanding $2 million
in damages in a suit filed in U.S.
District Court in New Orleans.

The family of Gerald R. Vaughn,
36, of Collins, Miss., a tool pusher
believed to have died in the rig ac-
cident, filed the suit Feb. 17 against
Ocean Drilling & Exploration Co.,
the rig's owner, and Mobil Oil Can-
ada of Calgary, Alberta, which was
leasing the rig on the Hibernia

Bank drilling site.

Their attorney then dispatched
an associate, who, with a court re-
porter, obtained sworn testimony
from the former captain about con-
ditions aboard the rig.

The suit was filed by attorney
James A. George of Baton Rouge,

La., and assigned to Judge Robert
F. Collins.

The sworn statement from Karl
T. Nehring, the Ocean Ranger's
former captain, amplifies the cri-
ticsm of safety conditions he made
to the news media.

Capt. Nehring alleged in at least
two separate interviews that there
were numerous safety problems on
the rig before he resigned his com-
mand late last year.

In a telephone interview with
the Canadian Broadcasting Corp.,
which he made from his family's

apartment outside San Jose, Costa
Rica, Capt. Nehring said a U.S.
Coast Guard official found 200 de-
sign, maintenance and structural
problems aboard the rig about a
month before it sank and nothing
was done.

They included insufficient main-
tenance of remote control valves on
32 ballast tanks controlling the rig's
stability, he said.

Mr. George's associate, attorney
Vincent J. DeSalvo, sa>s Capt.
Nehring resigned after atout two
years of working on various
ODECO rigs because he decided he
lacked sufficient authority on the
Ocean Ranger.

"He felt that because he, Nehr-
ing, had more experience navigat-
ing the vessel than the senior tool
pusher, he should be in cnarge of
navigating it," said Mr. DeSalvo.

MONY

believes you
shouldrit have to
buybytheyard.

whenallyou
Nneed is a foot.

At MONY we think group insurance
should be designed in the best interests of
the employer. Plot the insurance company.

So we make it easy for you to offer your
clients just what they want. And only what
they want. Which means they can save a lot
of money on health care.

We start with flexibility of benefits. With
MOMY. employers can select any or all ofour
benefit programs. Including life insurance,

medical coverage, disability protection, and
vision and dental care.

And we offer flexibility in funding, too.
Your clients can choose our full-service Con-

ventional or Minimum Premium plan-or our
low-cost Administrative Services Only (ASO)
plan. And each plan can carry aggregate
and/or individual stop-loss. Employers sim-
ply select what they need to maximize their

cash flow.

Whichever funding plan they choose, and
whatever benefits they opt for, your clients
will have the satisfaction of knowing that
their insurance program is tailor-made to
their own specifications.

And that puts you in a pretty satisfying

position, too.

So why not mail the coupon for more

"That is the point over which he
resigned."

A spokeswoman for ODECO said
Capt. Nehring's departure was a
"mutual thing-there were some
hard feelings on both sides "

The Coast Guard said it could not
determine if safety problems were
found aboard the Ocean Ranger. It
acknowledged that an officer un-
dergoing training to become a rig
safety inspector was aboard the
Ocean Ranger last fall and per-
formed an informal inspection.

The inspector, Lt. Cmdr. T.W.
Purtell, wrote a letter Nov. 2 to
training officials at the end of a
three-month tour observing
ODECO rigs at several locations,
said Dan Dewell, a spokesman for
the Coast Guard Marine Board of
Investigation probing the disaster.
Portions of the letter, read by Mr.

information on MCMY's group insurance

programs. Or give us a call.

Because at MOM.i. fitting people with the
right insurance is so important, we'll go to

any length to do it.

Pléaase send me more iniormation on MOr[Ys

roup Insurance Program

| Mr. Gary Mahood, Asst. Vice President |

MOMY

Mail Drop 14-2, 1740 Broadway

MewYork MewYork 10019
(212) 708-2614
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COMPANY OF NEW YORK

1740 BROADWAY

NEW YORK, NEW YORK 10019
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Dewell, refer favorably to the "at-
tention to detail in aspects of de-
sign, maintenance, housekeeping
and operations."

"(T)he Ocean Ranger is U.S.-in-
spected and certified and during
my visit | performed an informal
inspection for certification to assist
the rig in preparation for the for-
mal inspection in December. Even
after such a thorough examination
| have to agree that the Ocean
Ranger is the queen of the ODECO
fleet,” the letter said.

Capt. Nehring could not be
reached to determine whether the
Coast Guard official he said found
200 safety problems was Lt. Cmdr.
Purtell. The Coast Guard said it
knew of no other servicemen
aboard the vessel during that pe-
riod. Lt. Cmdr. Purtell is now on
another billet in Chile, the service
said.

Meanwhile, ODECO, Mobil and
their insurers aren't discussing who
could be liable to pay any judd-
ments to families of the 84 workers
who were Killed.

Besides Mr. George, at least two
other attorneys say they have been
retained by families of those lost in
the accident and would be filing
similar suits, although not necessar-
ily in federal court in New Orleans.
Boston is another possible site for
suits under the Jones Act, which
provides broad third-party liability
recovery for negligent maritime
acts.

"We're still not sure what piece
of it we've got,"” said an un-
derwriter for a liability insurer of
ODECO, who spoke on the condi-
tion he would not be identified.
"We're on the foreign and this
might be deemed to be domestic."”

Different policies may be trig-
gered depending on whether the
rig is operated in U.S., Canadian,
foreign or international waters. In-
surers so far don't know how to
classify the Hibernia field where
the rig drilled. Also, the laws gov-
erning liability recovery for negli-
gence can differ by location.

ODECO said it won't comment
on the rig loss until it testifies be-
fore the board of inquiry.

Insurance coverage for semi-sub-
mersible rigs like the Ocean Ranger
is complicated. A semi-submersible
drilling rig is part ship and part
platform. Different insurance poli-
cies apply when the rig is moving
from when it is stationary.

When the rig is under power or
tow, third-party liability is covered
by a traditional marine protection
and indemnity policy, often writ-
ten by London-based pools.

When the rig is on station and
drilling, a different liability policy
is triggered, which may be under-
written as part of the overal com-
prehensive package carried by the
owner or by the company leasing
the rig. Thus, whether ODECO or
Mobil Oil Canada is responsible for
that coverage will probably depend
on the contract between the two.

There also could be a question
about who was in charge of the rig.

On a drilling rig, insurance ex-
perts say, it is customary for a "se-
nior tool pusher" to be in charge of
the platform during stationary
drilling operations. When the rig is
the type that has its own propulsion
system, as the Ocean Ranger did, a
separate maritime captain takes
command while it is moving.

It is not immediately clear, the
experts said, which man would
have final authority for such things
as correcting a list or issuing an
order to abandon ship.

Although not yet identified with
Ocean Ranger, the half-dozen U.S.
insurers providing liability insur-
ance for on-site drilling include In-
surance Co. of North America,
American International Group,
AGIA and Continental Group sub-
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Now from The Hartford Steam Boiler

Sumd
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A slate- 01=me-Arl Program
01 Environmental nisk

Insnection anil Protection

- in a Single Package

Today more than ever, businesses face financial loss due to
failures in environmental control.

Their liability has increased because of new tougher regula-
tions covering both sudden and non-sudden environmental
pollution.

Now Hartford Steam Boiler has developed new answers to meet
- the challenges of keeping pollution control under control.

Hartford Steam Boiler combines the insurance know-how that
has pioneered protection for over a century with the skills of our
subsidiary, Radian Corporation. Together, we have the experts
in the physical, environmental, engineering and regulatory sci-
ences whose combined skills make possible a new environ-
mental loss control package.

FIRST, a comprehensive inspection and risk assessment
program conducted by our scientists and engineers. It will
identify potential exposure to liability through environmen-
tal pollution and evaluate the degree of compliance with
EPA regulations.

SECOND, a flexible, individually tailored package of envi-
ronmental coverages to protect against pollution liability.

For over 100 years you have known us as the industry leader in
the highly specialized line of Boiler and Machinery insurance.
You know, too, how we've kept pace with the rapid develop-
ments of modern technology - adding to our insurance per-
spective the engineering and environmental expertise to meet
regulations and requirements.

Our loss prevention philosophy of the well-engineered risk,
along with the technical and environmental skills of our sub-
sidiary, Radian Corporation, give us a unique capability - to
provide both an environmental loss prevention and inspection
program and the appropriate coverages as defined by customer
needs determined through professional risk assessment.

We would like to join you at your next pre-insurance risk
assessment meeting. Please call Don Wilson, Vice President, at
(800) 243-0090 (in Connecticut, 527-0791) to get more infor-
mation or to set up a meeting.

The Hartford Steam Boiler Inspection and Insurance Company,
Dept. B-3,56 Prospect Street, Hartford, CT 06102

v EL:

THE
- Xa* HARTFORD
STEAM BOILER
INSPECTION &
INSURANCE
COMPANY



6 / business insurance, March 1, 1982

editorial opinions

Help give employees a break

ORPQRATE, RESPONSE $0.emplpyess, new.tax

tant benefit issue to develop since Congress enacted the
pension reform law.

That's no exaggeration.

Other benefit issues-the Multiemployer Pension
Plan Amendments Act of 1980, equal maternity bene-
fits for the wives of workers and rising health care
costs-are certainly important problems to large seg-
ments of employers. But, the new tax breaks affect
every employer and all employees. And instead of
problems, they present opportunities.

You have the opportunity to stimulate employees to
take the $2,000 income tax deduction for retirement
savings available under the Economic Recovery Tax
Act of 1981. As more employees take advantage of this
new tax break, more will have adequate incomes in
their retirement years.

You have a responsibility to carefully consider how
your company can help its employees take advantage
of the new tax break.

And you have a lot to consider.

Our special report beginning on page 3-compiled by
Associate Editors John W. Milligan, James C. Lawson
and Stephen Tarnoff-identifies and explains the mul-
tiple issues you must address, including the new enthu-
siasm for salary reduction plans. While not part of the
changes in the tax law, these salary reduction plans are
another new-and some say better-method of en-
couraging employee savings for retirement.

In addition, two articulate corporate executives who
have studied the issue of payroll deduction programs
for Individual Retirement Accounts present their op-

them closely. Even if you previously decided against
taking any action in response to the tax act changes or
on salary reduction plans, keep yourself informed of
new insights.

And, we suggest, mark your calendar to regularly
review your decisions on these options. The potential
benefits to you and to your employees are too large to
leave initial decisions engraved in stone.

We sympathize with those benefit managers who are
concerned about the delayed regulations from the In-
ternal Revenue Service that could throw a wrench into
the administration and effectiveness of these plans.
Who can be surprised, though, that the IRS is moving
more slowly to clarify tax breaks than it does to collect

tax revenues?

Don't be caught short
AKE ALESSQN from the experience of Seattle

Check your liability insurance limits against the big
awards being handed do*n in your business.

You may be underinsured, as Seattle School District
No. 1 finds itself in the face of a $5.5 million judgment,
which we reported last week.

The case isn't shut yet, and the.school district may
come out of it without tapping its operating budget for
the nearly $1 million by which the award exceeds its
insurance. For its sake, and for the sake of education,
we hope so.

In any event, this example should remind all those in
charge of purchasing liability insurance that today's
legal climate demands high liability insurance limits

business
insurance®
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, posing views in our Perspective section. for ultimate protection. Given the current cheap prices
' - Together, these reports give you an overview of the

'issues you must consider. We encourage you to study

of insurance, especially excess insurance, there is no
. . Timothy O'Hara (District Manager)
excuse for being underinsured,

letters

Firm did not make

heater that exploded

In an article that appeared in Business
Insurance on Feb. 8, Bradford-White
Corp. was identified as the manufacturer
of a water heater that exploded in
Spencer, Okla. This is incorrect.

The heatet in question was identified as
a Republic heater, Model R200-211-4, with
a serial number of 13326-1-6. According to
the fire marshal, the identification ma-
terial on the heater itself stated that it was
manufactured by Republic Appliance Di-
vision, Panacon Inc., 342 W. 12th St., Erie,

Pa. We understand that the information

indicates the heater was manufactured in.

1966.

In late 1974, Bradford-White purchased
the assets, but not the liabilities, of the
Republic Heater Division of Celotex Inc.
The agreement specifically provided that
Bradford-White was not in any way re-
sponsible for heaters manufactured prior
to the sale. The Celotex corporation is an
ongoing concern, with headquarters in
Tampa, Fla.

In view of the terrible tragedy in-
volved, Bradford-White insists that the
public record be perfectly clear that it did

not in fact manufacture the heater in-
volved in the incident

James J. Donohue

White & Williams

Philadelphia

(For Bradford-White Corp.)

Lessors' coverage

To the editor: The recommendations in
Howard Alper's two-part Perspective ar-
ticle, "Risks in leases" (Bl, Feb. 1, Feb. 8),
make a strong case for giving the risk
manager the opportunity to review a lease

agreement before it is executed. His
checklist approach is excellent.

However, it does seem that he is speak-
ing from the position of the lessor with
the "hammer." It is true that the negotia-
tion positions of the parties are seldom
equal. Unfortunately, the party with the
"clout" all too often takes advantage of his
position. A lease should not be the result
of a power struggle. | don't think either
party should ask for more than he would

give if the positions were reversed. | wish -

Mr. Alper had given the "desired as les-
see" column equal consideration.

For example, the indemnity clause that
he proposes places the entire burden on
the tenant, including the landlord's negli-
gence. Why shouldn't the lessee be enti-
tled to indemnity for the lessor's negli-
gence and evidence of liability insurance
to cover the lessor's areas of responsibil-
ity? Why should the tenant assume re-
sponsibility for public areas like the lobby
elevators and parking lots?

Naming the other party on a liability
policy may be desirable in some cases, but
it is cumbersome, costly and usually un-

. necessary. The basic liability policy

covers liability assumed in an incidental
contract like a lease. A certificate repre-
senting coverage with adequate cancella-
tion-clause wording should suffice.

From a risk management point of view,
the landlord will have the incentive to re-
build faster if the rent is abated and he
must insure or assume the loss of rents.

The mutual waiver of subrogation is
good, but it would be better if it were
broadened to apply to "insurable loss"
rather than just insured damage. If the
waiver is limited to what is insured, the
other party is still exposed to a claim for
the uninsured (business interruption) or
underinsured loss.

To avoid a squabble after a loss over
which insurance company will pay for
improvements and betterments, the lease

should clearly specify ownership of them

and when it attaches. And | agree with

Mr. Alper: Paying for the landlord's

building insurance is one thing; buying it
for him can only create problems.

Lawrence J. Bell

Assistant vp/risk management

Revco Drug Stores Inc.

Twinsburg, Ohio

Computerization

To the editor: The article "Computer-
ization lets risk manager stress manage-
ment" (Bl, Feb. 8) made a good case for
use of computerized information systems
in risk management decision making.
Using loss experience and exposure
rather than just exposure as a basis for
premium allocation is good. However,
caution must be taken in its application. A
bad occurrence shouldn't unduly penalize
a unit, close an operation or lead to higher
price for the product.

At Rollins Burdick Hunter, our Pre-
mium Allocation Plan takes into account
at least the past three years of loss experi-
ence, rather than just the most current
year, and loss limit per occurrence is ap-
plied at plant, division and group levels.
Loss above a certain limit is allocated to
the division and at a higher limit to the
group, except when a unit's performance
is consistently bad. This results in a "fair-
share” cost of risk allocation.

Mansoor A. Haidary
Manager of statistical services
Rollins Burdick Hunter

of New York Inc.

New York
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ANDREWWS LITIGATION EPORTERS

Asbestos - DES - Hazardous Waste

If your company has potential or realliability stemming from litigation related
to any of these issues, the twice-monthly Litigation Reporters published by
Andrews Publications, Inc. should be must-reading for you and your associates.

These are individual, national journals of record on asbestos, DES and
hazardous waste litigation. They provide texts of complaints, answers, orders,
depositions and significant pleadings along with experienced, unbiased editorial
coverage of hearings, bench rulings and settlements. Federal judges, plaintiff and
defense attorneys, insurers and defendants rely on them for timely and compre-
hensive coverage. Call or write for descriptive sample of your subject of interest.

ANDREWS PUBLICATIONS,INC.
RO. Box 200, Edgemont, PA 19028 (215) 353-2565

With CAS, you can save some really big dollars,

says Dr. George E Mueller,

Chairman and President Systems Development Corporation.
& t.-z=

For full information, clip coupon to your letterhead or business

California city proposes
municipal home coverage

By CAROL G. BLITZER

PALO ALTO, Calif.-Relying on
its loss-prevention skills, the city of
Palo Alto thinks it can use a munic-
ipal home insurance program to
save its residents money and earn
some for the city.

This progressive Northern Cali-
fornia city of 56,000 adjacent to
Stanford University will be seek-
ing program proposals from insur-
ers if the City Council approves the
concept at its March 8 meeting.

As part of the proposal, the city
would receive a portion of the pre-
mium to self-fund some of the
smaller losses under the homeown-
ers policies.

Initially, the plan would apply
only to owner-occupied single-fam-

1 card and mail to the nearest CAS office. Or call direct

"Your saving starts at better than 30%- 1
and keeps climbingl That's when you use
CAS, our Claims Administration System, to process your
own health claims. With 5000 or more employees, CAS
costs at least 30% less than you'd pay an outside firm. 1
"This immediate savings mounts rapidly !
because your CAS cost stays flat for the contract's life.

NAME

o Despite inflation. Despite soaring administrative costs. 1
Your present staff can probably handle all claims. 1 Tme
P Settlement time drops to minutes-while you save 1

important money.

SO C

"Discover why over 40 major organizations have 1
switched to CAS." 1

System Development Corporation

To: System Development Corporation (Claims Administration System) 1
« 2500 Colorado Avenue, Santa Monica, CA 90406 (213) 820-4111 1
« 474 Fulton Avenue, Hempstead, NY 11550 (516) 483-6761

« 2311 W 22nd Street, Suite 209, Oakbrook, IL 60521 (312) 789-2777 1
+ 13001 Eckles Road, Plymouth, MI 48170 (313) 972-7489 1

Please send me details of the CAS technique of automating medical 1
and dental claims administration for large organizations.

MAIL STOP

Bl 03/2

ily dwellings. If the program suc-
ceeds, it will be expanded to rentals
and multiple units and, ultimately,
to commercial property, said Loss
Control Manager Donald West.

Because the 38% loss ratio on
homeowners property insurance
policies in Palo Alto is better than
the state's overall loss ratio of 49%,
Mr. West believes the city can find
an insurer that would be willing to
return to the city excess profits
earned off the homeowners policies
and reduce the premiums.

The city proposes to use its city-
owned utility company to collect
premiums with the idea that it
would retain part of that income to
cover the losses it will retain. The
income and any excess profits
would be invested to help finance
the fire and police departments or
pay for other city projects.

Finding an alternative source of
funds is important to California
municipalities because the enact-
ment of Proposition 13 in 1978 lim-
ited the ability of California gov-
ernmental units to raise money
through taxes.

A key to the plan is an inspection
of individual homes by the city's
current fire and crime-prevention
personnel to keep the loss experi-
ence good. Homes would be certi-
fied after any necessary corrections
were made to make them more
crime-proof or fireproof. Homes
would be reinspected before each
policy renewal.

Mr. West estimates that an in-
surer participating in the municipal
program could collect about $6.75
million in annaul premiums writ-
ing coverage for the value of the
structure, contents replacement
cost and $300,000 in personal liabil-
ity insurance. The policies, which
would include a $100 deductible,
would be written on the 16,000 sin-
gle-family homes in Palo Alto.

A municipal homeowners insur-
ance program is feasible, says Lane
B. Sickles of Kindler & Laucci in
San Francisco, the city's insurance
broker. Insurers are accustomed to
underwriting large premiums on a
fixed-profit basis.

Although Palo Alto would be the
first major city to implement such a
program, the idea is not new.

Three years ago, the League of
California Cities established a task
force to consider community-
funded pools to underwrite fire in-
surance (BI, Sept. 17, 1979). The
committee disbanded when it was
concluded that to establish cities as

insurance producers would require
a change in state law, and the polit-
ical climate was not ripe for that.

But Avco Financial Insurance
Group in Newport Beach, Calif.,
has been marketing a municipal in-
surance program, and the town of
Mill Valley implemented a plan
through it last month.

However, the Palo Alto program
would return more of the profits to
the homeowners and city than the
Avco plan does to Mill Valley, Mr.
West says. He estimates that Avco
takes between 30% and 35% of pre-
mium; he hopes to negotiate a rate
closer to 15% with the insurer Palo
Alto chooses.

Although Aveo gets about 30% of
premium in the Mill Valley plan,
this level is expected to drop over
the next few years, says Vernon
Hazen, the city manager. Excess
profits returned to the city are fun-
neled into the police and fire bud-
gets.

While the Aveo package includes
marketing and claims administra-
tion, Palo Alto will negotiate these
services separately, Mr. West says.

Preference would be given to an
insurer that can market the pro-
gram through independent agents,
but the city would offer sales assis-
tance and endorse the program. .
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f Check us out . . .

96 Alarm Company Liability (including Errors & Omissions).
f Security Guard Liability.

f Police Professional Liability.

[* Municipal General Liability.

61 Public Officials Errors & Omissions.

1-800-531-7205 - 1-800-531-722L - 1.800-292-5721 (Texas only)

Bayly, Martin & Fay/San Antonio .

ROf Box - 7800
Sar Artonio. Texas 78217

datebook

MARCH 8-9 Fourth Energy Security confer-
ence in Dallas, sponsored by the American Society
for Industrial Security; members, $265; non-mem-
bers, $350. Lewis C. Schneider, ASIS, 2000 K St

N.W., Suite 651, Washington, D.C. 20006 202-331-
7887

MARCH 8-9. Joint Defenses in Investigations
and Litigation program in New York, sponsored
by the Practising Law Institute; $275. Also April
26=27 in San Francisco. Practising Law Institute,
Department VTC, 810 Seventh Ave., New York,
N.Y. 10019; 212-765-5700.

MARCH 8-10. Fundamentals of Insurance
course in Denver, sponsored by the Risk & Insur-
ance Management Society; RIMS members, $345;
$195 for additional participants from the same
company; for non-members, $445. Rebecca Zimm,
RIMS, 205 E. 42nd St., New York, N.Y 10017; 212-
286-9292

MARCH 8-10. Log Control for Risk Manage-
ment seminar in Houston, sponsored by the Inter-
national Safety Academy; $375; $335 for three or
more participants from the same company. ISA,
10575 Katy Freeway, Box 1960C, Houston, Texas
77024;713-932-9400

MARCH 9. 'Lloyd's and other International
Marketsr educational seminar :n Chicago, spon-

To improve the cost efficiency of your
utility risk coverage, start with this number.

1=800 238=607

You need more than
complete risk
coverage.

Plainly and simply, you
need cheaper insurance
As a utility risk manager
or insurance buyer,
you're faced with two
problems that are
sometimes difficult
to reconcile.

You're responsible
for calculating.
insuring and
managing your risk
situations, on one
hand. On the other,
you have to plan and
provide that coverage
with bottom-line cost '
efficiency, for the
optimum cost-benefit
balance.

How can you be
certain that you're
providing the right amount
of coverage. without
paying too much'?

You rely on the
expertise ofthe utility
industry specialists at
Crump-London to balance
yourrisk management plan
at a cost efficient price

We combine utility
industry knowledge
and insurance
industry leadership.
VWhen you and your
insurance agent work with
the Crump-London utility

CRUMP LONDON

UNDERWRITERS, INC.

team. you get the benefit of
seasoned utility industry
knowledge and a
commitment to insurance
industry leadership. That
means more competitive
pricing. more thorough
understanding of your
industry and your risks,
and a quality of innovative
thoughtthat can streamline
your risk management plan
and save you money.

Don't add up the

numbers until you've
called ours.

Call Larry Vickery
toll-free for more
information on how you
and your agent can put the
Crump-London utility
team to work for you. Let
us survey your operations
and procedures. and
compare your coverage
to what we can provide.
perhaps for the same
premium or less. We'll
help you make a more
cost-efficient choice in
coverage, and show you
where you can reduce
your risks for even
greater savings.

You've got our number.
Call us. And let us show
you some ideas that '11
add up to more efficiency
than ever in your risk
management plan.

P.O. Bc 171336 - 5350 Poplar Avenue - Memphis, TN 38117

sored by The Boiler & Machinery Insurance
%IF[L of Chicago, 6@(66/\|<§ H, uer,
M-B0606 31244654, <
icago; m-60606; .

MARCH 9-11. Financial Analysts for
Risk Management Decisions seminar in
Los Angeles, sponsored by Cozzolino Asso-
ciates; $685, plus $50 registration fee per
company. Also March SG-April 1 in New
York. Cozzolino Associates Inc., 12 Chip-

penham Drive, West Berlin, N.J. 08091;
609-784-7105/9531

MARCH 1042 Insurance Claims and
Litigation Supervisors seminar in New
Orleans, sponsored by the Defense Re-
search Institute Inc.; $235. Anthony J. Kar-
powitz, Defense Research Institute, 110 W. ,
Wells St., Milwaukee, Wis. 53233

MARCH 12-14. The New Medical Mal-
practice Equation conference in Rancho
irage, Calif,, sponsqred by the %n enberg
en%er or Health %raences; &g nnen-
berg Center for Health Sciences, Office of
Education, Eisenhower Medical Center,

39000 Bob Hope Drive, Rancho Mirage,
Calif. 92270; 714-340-3911

MARCH 1546. Fourth Annual Hazard-

WasHinlor, sparored by he Efergy Bu-

ManagereThe-Energy-Bureau Inc., 41 E.

MARCH 1547. Corporate Benefits Man-
agement conference in Hollywood, Fla.,
sponsored by the International Foundation
of Employee Benefit Plans; members, $470;
non-members, $545. IFEBP, 18700 W. Blue-
mound Road, Box 69, Brookfield, Wis.
53005; 414-786-6700.

MARCH 15-19. Fundamentals of Money
Management seminar in Philadelphia,
sponsored by the International Foundation
of Employee Benefit Plans, members, $650;
non-members, $775. IFEBP, 18700 W, Blue-
mound Road, Box 69, Brookfield, Wis.
53005;414-786-6700.

MARCH 1549. Total Loss Control Man-

agement seminar in Houston, sponsored by
the International Safety Academy; $570; for

three. 0 more particioants fromdhg, same

Box 19600, Houston, Texas 77024

MARCH 16. Fundamentals: Risk Fi-
nancing and Captives seminar in Ber-
muda, held in conjunction with the Sixth
International Captive Insurance Company
Conference; $200. Eileen B. Callahan, Risk
Planning Group Inc.,722 Post Road,
Darien, Conn. 06820; 203-655-9791

MARCH 16-17. Fire Safety in Buildings
conference in Orlando, Fla., sponsored by
the Society of Fire Protection Engineers
and the Engineering News Record,$477;
two or more participants from the same
company, $420. Also April 21-22 in New
York. D. Peter Lund, Executive Director,
Society of Fire Protection Engineers, 60
Batterymarch St., Boston, Mass. 02110; 617-
482-0686

MARCH 16-18. Reasoning Reinsurance
seminar in Dallas, sponsored by the Risk
Management Institute, University of Dallas;
$445 Professor Bruce Evans or Julie Allan,
Risk Management Institute, International

Center, University of Dallas Station, Irving,
Texas 75061; 214-579-5360/5330/5299

MARCH 17-18. Confined Space Entry
workshop in Dallas, sponsored by Loss Pre-
vention Associates; $285. Also April 54 in
Tulsa, Okla. Loss Prevention Associates,
Box 59888, Dallas, Texas 75229; 214-241-
0396

MARCH 1749. Sixth International Cap-
tive Insurance Company conference in
Bermuda, sponsored by the Risk Planning
Group Inc., $650, $595 for additional partici-
pants from the same company. Eileen B.
Callahan, Risk Planning Group Inc., 722
Post Road, Darien, Conn. 06820; 203-655-
9791

MARCH 1749. Self-Insurance, Risk Re
tention and Paid Loss Retro Plans se-

minar in New York, sponsored by the 1
American Management Assns., members,

$590, non-members, $680. American Man-
agement Assns., 135 W. 50th St., New York,
NY.10020; 212-246-0800.

MARCH 17-20. Institute for New Trust-
ees, Advanced Trustees and Administra-
tors program in New Orleans, sponsored by
the International Foundation of Employee
Benefit Plans; members, $390; non-mem-
bers, $465. IFEBP, 18700 W. Bluemound

Road, Box 69, Brookfield, Wis. 53005; 414~
786-6700.

MARCH 18-19. Fourth Biannual Marine
seminar in San Francisco, sponsored by the
Board of Marine Underwriters of San Fran-
cisco; $85. Board of Marine Underwriters of
San Francisco Inc, 233 Sansome St., Suite
500, San Francisco, Calif. 94104; 415-981-
0350

MARCH 22. Economic Recovery Tax
Act of 1981 seminar in Chicago, sponsored
by the International Foundation of Em-
ployee Benefit Plans; members, $130; non-
members, $155. Also March 23 in Tarry-
town, N.Y., and March 24 in San Francisco.
IFEBP, 18700 W. Bluemound Road, Box 69,
Brookfield, Wis. 53005; 414-786-6700. |
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Companies decide what type of plan to offe r

Continued from page 3
that's to do nothing."”

Most employers appear to be
implementing payroll deduc-
tion programs for employees to
contribute to their own IRAs.
These plans can be set up more
quickly, are easier to adminis-
ter and are less regulated than
pension and profit sharing
plans, which are governed by
the Employee ,Retirement In-
come Security Act and IRS.

"Once they understand the
difference,"” says Andrew
Schewan, a vp at consultant
William M. Mercer Inc. in
New York, "(companies) al-
most inevitably go with the
group IRA."

Three corporations that
have set up payroll deduction
programs-Eastman Kodak
Co., NCR Corp. and Alumi-
NnumM Co. of America-each
considered and decided against
allowing contributions to a
company-sponsored qualified
plan. Their reasons ranged
from the complexities of the
qualified plan, the absence of
an existing plan that could be
easily modified or the uncer-
tain future of regulatory
guidelines.

Eastman Kodak, based in
Rochester, N.Y., now is putting
the finishing touches on its
payroll deduction IRA pro-
gram with the Fidelity Group,
a mutual fund organization.

Kodak employees will be
able to choose from six differ-
ent investment funds with the
company providing payroll
deduction services.

"The opportunity is there,"”
says Marty Bael, director of
corporate employee benefits,
of Kodak's motivation. "We
wanted to do everything we
could to help employees take
care of their own retirement.”

NCR Corp., based in Dayton,
Ohio, started payroll deduc-
tions for IRAs in its tradition
of "strong fiscal conservatism"
and the feeling it could not
meet the demand for richer
retirement benefits entirely at
its own expense, said Doug
Bartlett, NCR's director of em-
playee benefits for the United
States.

NCR employees currently
may choose between mutual
fund investments offered by T.
Rowe Price, a financial ser-
vices company, or a guaran-
teed interest contract provided
by Connecticut General Life
Insurance Co.

Soon, NCR will expand the
system to accept payroll de-
ductions from employees using
an IRA at any financial insti-
tution in the United States that
uses an electronic funds trans-
fer system.

The company will inform
employees of "two or three na-
tional institutions that are
especially well equipped to
meet their needs,” Mr. Bartlett
says, and will name a few local
institutions close to where the
employees live.

The response to NCR's pro-
gram has been "excellent,"” Mr.
Bartlett observes, with em-
ployee participation growing
by 0.5% of the total workforce
a week.

Aluminum Co. of America
also has embraced the IRA
concept, selecting the Van-
guard Group mutual fund
with five investment options
for its employees.

Citing its benefit for both in divi-
dual employees and the nation's
economy, Benefit Manager William
C. Jones says Alcoa wanted to sup-
port the tax legislation.

The company also considers the
three-legged stool concept as valid
and sees its IRA program as a way
for Alcoa employees to save for
their retirement.

"We think the concept is good,"
Mr. Jones says. "We felt we wanted
to encourage this in our employ-
ees."

Not everyone, however, is fright-
ened by the complexities of starting
an IRS qualified plan to accept em-

ployee contributions.

Johnson Controls Inc. in Mil-
waukee has established a new plan
to accept employee contributions
into a money market fund, an eq-
uity fund and a guaranteed interest
contract provided by Metropolitan
Life Insurance Co.

About 13% of the company's 8,000
salaried employees have signed up
for payroll deduction, compared
with an expected participation rate
of 10%, notes Dr. Frank M. Sterner,
vp of human resource management
and corporate planning.

"We philosophically feel that one
of the most important issues is one

of capital accumulation in these in-
flationary times," says Dr. Sterner.

While Johnson Controls feels
that it has one of the better pension
plans going, continues Dr. Sterner,
the company still feels it should en-
courage people to "look ahead and
plan for their retirement."”

Yet the company is not doing this
just to take pressure off its pension
plan, Dr. Sterner is quick to say,
but rather is acting out of a sense of
corporate responsibility.

"It's consistent with the fact that
we care about the employee. And
we don't just care when they are
working with us," he says.

An amended or new qualified
plan like Johnson Controls' plan
has some advantages over payroll
deduction plans for IRAs, others
observe.

Metropolitan Life, which advo-
cates qualified plans for tax-de-
ductible contributions, says this ap-
proach gives the company some
control it might not have when an
employee is dealing directly with
an IRA vendor.

When something goes wrong
with a payroll deduction IRA, notes
Metropolitan Vp James Weil, the
employer is going to receive em-
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Firms have the option

of many different plans

Continued from previous page
ployee complaints whether it is
sponsoring the plan or not.

As plan sponsor, says Mr. Weil, a
company can control the flow of
promotional material sent to em-
ployees, making the investment
decisions less confusing.

Mr. Weil also contends the choice
boils down to: Does an employer
"want zo offer a service or another
benefit to the employee?"

There also is considerable debate
among consultants and financial
institutions whether employers
should establish a new qualified
plan or amend an existing one, and
if the latter, which one to amend.

Harrison Givens,. senior vp of
pensions at the Equitable Life As-
surance Society, recommends
creating a new plan.
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develop this new and innovative program for you.

Milwaukee, Wisconsin 53201

protection. Just call your agent or return the coupon.
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Zip

MGIC

Specialized insurance for financial institutions.

A poorly designed plan amend-
ment, notes Mr. Givens, could dis-
qualify the existing plan.

If a company wants to amend ai,
existing plan, Mr. Weil at Metro-
politan suggests amending the pen-
sion plan instead of the profit-shar
ing plan. The pension plan, which
was set up for the purposes of re-
tirement savings, is by design mor
suited to accept contributions foi
retirement savings, he says.

David Eager, corporate vp an
national director at consultant Mei-
dinger Inc., based in Lousville, Ky.
disagrees. The company's profit-
sharing plan is the best program i.
amend, he says.

The "investment risk factor”-
dominant in the profit-sharing ple
-is compatible with employe.
needs for investment options,
says.

Amendments to either type
plan to accept tax-deductible em
ployee contributions will be neede.
only if the plans did not accept v.
lutary contributions in the past, th
Internal Revenue Service :
nounced last week. If the pl
sponsor amends the plan, thr
amendments must be approved k.
the IRS, it added in the new guid,
lines to be published in IRS Bull
tin No. 1982-9 dated March 1.

The delay in getting these guide-
lines, which also are subject to re1«
sion in the final IRS regulations
has held up decisions about helpin.
employees save at many firms.

Other companies say their pp-
roll system just can't handle E
other deduction at this time, 1
IRAs or qualified plans.

And since employees can sta
their own IRAs, an employer wl-
doesn't get involved is not depri
ing its workforce of a benefit.

NL Industries Inc. in New Yor
for example, cites the "administr,
tive nightmare" of trying to set 1.-
a program with payroll deduction

Richard J. Farrell, director,
compensation and benefits at N.-
Industries, says the best the com
pany could have done was a payro
deduction IRA with one vendok
and that "really didn't accomplis-
much for the employee."

"We felt that might be too ri
strictive and the employee could dc
better on his own," he says.

The company is thinking c
amending its existing savings pla
to include a salary reduction fe:
ture, a study that Mr. Farrell not,
is still in the "formative stages."”

PPG Industries Inc. in Pitts-

burgh also takes a conservati-

posture regarding any new retir

ment plan. R.R. Esler, director i
compensation and benefits, says til
company is "being cautious an.
looking at various options."

PPG is looking at all three 01
tions-1RAs, qualified employe
voluntary contributions and salar
reduction plans-and like man
companies is concerned about fu-
ture regulations.

While it's "pretty easy for an em.
ployee to get one on his own," not,
Mr. Esler of the expansive IR.z
market for individual investors, h-
concedes that the concept hi
"public relations value" for th.
company. Employees want boti-
payroll deductions as well as som
guidance on which IRA to choose.

After studing several option
made available under last year't
tax act, Westinghouse Electri
Corp. in Pittsburgh has decided tr
hold back for a while too, says Jacl
Mullen, supervisor of employee
benefits. "At the moment, we don't
see any reason to rush into it."

Westinghouse has some concern
about future regulations as well, hr
says. "We just don't want to go ok

on to the ball field until we kno

the rules of the game."



Here is what you do

By JOHN W. MILLIGAN

NEVWW YORK-You must answer
one crucial question before decid-
ing how to help your employees
take advantage of new tax deduc-
tions for retirement savings:

Do enough of your employees
want the help to justify the time
spent on the project?

One company that neglected to
answer that question before insti-
tuting payroll deductions fcr Indi-
vidual Retirement Accounts found
only 100 of 4,000 employees signed
up for the program.

"We encourage an emplcyer to
do some listening to see if employ-
ees really are interested,” says Ri-
chard Hutson, a partner at Hewitt
Associates in Lincolnshire, II..

If the answer is yes, then your
course is charted by the type of
help you decide to offer: a payroll
deduction plan for IRAs or a pen-
sion or profit-sharing plan to accept
tax-deductible contributions.

Most agree the payroll deduction
plan is the easiest for the employer
to implement. A host of vendors
from insurance companies to banks
are competing to service these ac-
counts, offering to do ever> thing
for the employer to sign up his
workers short of staffing the com-
pany's payroll department to pro-
cess the deductions.

Opening a company-sponsored
pension or profit-sharing plan to
employee contributions-an exist-
ing plan or a new plan-is more
work and perhaps more risky.

Payroll deduction programs for
IRAs aren't subject to the regula-
tions and fiduciary responsibilities
laid down by :he Employee Retire-
ment Income Security Act. but
pension or profit-sharing plans that

accept employee contributions are.
Gun-shy of ERISA, some com-
panies turn to payroll deduction
programs for IRAs.

A company that wants to offer
payroll deductions for IRAs must
choose a vendor and plan adminis-
trator from a selection of mutual
funds, insurers, banks and stock
brokers (see story, page 16).

Some companies have formed
executive committees to make
these decisions. For example, Alu-
minum Co. of America, headquar-
tered in Pittsburgh, formed a task
force of legal, financial and payroll
specialists to select the investment
and plan administrator for its pay-
roll deduction IRA program.

Mr. Hutson suggests that employ-
ers consider several criteria when
judging a vendor, including:

« Past investment performance.

* Record keeping functions.

- Flexibility in transferring
assets from one fund to another.

- Cost to the employee.

- Ability to enroll employees in
the program.

Most vendors marketing group
IRA plans provide communication
materials that explain to employees
the investment funds involved.

The Fidelity Group, a Boston-
based mutual fund, is just one of
many vendors that will provide
promotional materials, videotapes
and personal presentations to ex-
plain the different investment
funds in their IRA programs.

"The direction,"” says Dennis
Nelson, vp of sales for Fidelity, "is
to take as much responsibility away
from the employer as possible."

For example, the investment de-
cisions.are determined under con-
tract between the employee and the
IRA vendor: leaving the employer

out of any discussions or directions
about investments.

And since the employer has no
responsibility for investment of the
employee's money, it is not in-
volved in any subsequent transac-
tions like fund transfers or closing
the accounts.

The employer's biggest chore is
the payroll deduction itself. The
employer must sign up the employ-
ees, add the deduction to the pay-
roll system and transfer the deduc-
tion information to the vendor.

Some vendors, like Fidelity, will
provide firms with the necessary
deduction forms and will work
with the payroll department to
computerize the deduction system.

The employer, however, must be
willing to accept changes in payroll
deductions and new participants.

The cost of payroll deduction to
the company is low. vendors con-
tend. None of financial services
firm T. Rowe Price's 15 clients has
had to "excessively modify" its
payroll system or add staff to han-
dle the deductions, says Vp Charles
H. Salisbury Jr.

A new payroll deduction proce-
dure also has to be established to
accept employee contributions to a
pension or profit-sharing plan.

A pension or profit plan that al-
ready accepts voluntary employee
contributions need only announce
it will accept tax-deductible em-
ployee contributions and establish
the procedures, the IRS says.

The plan also may continue to
accept up to 10% of an employee's
salary as a voluntary contribution
that is not tax deductible and up to
52,000 in tax-deductible contribu-
tions. Separate accounting proce-
dures will be necessary, the Inter-
nal Revenue Service says.

A new pension or profit-sharing
plan created to accept tax-deduct-
ible employee contributions or one
that must be amended to accept
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employee contributions must be ap-
proved or "qualified" by the IRS.
Consultants are calling these plans
Quallified Voluntary Employee
Contributions Plans, or QVECs.

As with any new qualified plan,
says Andrew Schewan, vp with
consultant William M. Mercer Inc.
in New York, the employer must
draft documents establishing the
plan and describing its provisions.

Amending an existing plan to ac-
cept tax-deductible employee con-
tributions is done under Sections
219(a) and (e) and 401(a) of the IRS
Code. The IRS has not decided yet
how to apply Section 219(a) and (e)
to new plans qualified under Sec-
tion 401(a), which is the section of
the code that governs qualification
of pension and profit-sharing plans.
This technicality exists because
Section 219 doesn't address new
plans.

There also is doubt over the dis-
crimination standard that will
apply to pension and profit-sharing
plans qualified to accept tax-de-
ductible employee contributions.

The IRS has not -fully and offi-
cially” addressed this issue, an
agency spokesman admits, and is
hopeful of releasing "additional
guidance" sometime in the future.

Several experts contend the dis-
crimination test for 401(a) plans is
not as severe as that for salary re-
duction, or 401(k), plans that are at-
tracting wide attention now.

The employer needs only to
make tax-deductible employee
contributions to 401(a) plans avail-
able to all employees, says James
Weil, vp at Metropolitan Life In-
surance Co. The response rate does
not matter.

The percentage of employees in
the upper one-third of a company's
pay scale who participate in the
plan compared with the percentage

in the lower two-thirds-the test

applied to 401(k) salary reduction

plans-does not apply, according to
the legal staff at Metropolitan.

Yet, plans qualified to accept tax-
deductible employee contributions
present other vexing problems.

When a company decides to
amend an existing qualified plan to
accept tax-deductible contribu-
tions, all supplemental employee
contributions that existed in the
pre-amended plan-for example,
those unmatched by the employer
-are now considered by the tax act
to be tax-deductible unless other-
wise specified by the employee.

Therefore, the employer must
ask all contributing employees if
they want prior contributions to be
tax-deductible, notes Deborah J.
Marx, partner and head of the de-
fined contribution division at con-
sultant Kwasha Lipton in Ft. Lee,
N.J.

Unless employees tell the com-
pany otherwise, their supplemental
contributions can't be for liquid
savings and will be locked into a
tax-deductible retirement plan,
subject to a 10% tax penalty for
early withdrawal.

A company that either amends or
establishes a new pension or profit-
sharing plan to accept employee
contributions also must decide what
investment options to offer the em-
ployees and what services to buy.

Johnson Controls Inc. in Mil-
waukee, for example, provides
three investment vehicles in its
plan with the Metropolitan Life In-
surance Co.: a money market fund,
an equity fund and a guaranteed
interest contract.

Metropolitan and its client split
administrative responsibility for
the program, with Johnson Con-
trols handling the plan enroliment,
deductions and plan terminations
while Metropolitan manages the

three investment funds and

forwards money to the employee
when an account is closed. .
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Financial institutions peddle variety

NEW YORK-For many of the
nation's financial institutions, the
Economic Recovery Tax Act of
1981 is a marketing dream come
true.

This legislation, which enables
employers to provide retirement
plans for voluntary tax-deductible
employee contributions, also allows
these institutions to sell on a group
basis what many already were of-
fering to individuals.

Notes Jim Knupp, a partner at
pension consultants Ennis, Knupp
& Gold in Chicago: "It's like a

wholesaler's delight."”

One product of the 1981 tax act is
the payroll deduction Individual
Retirement Account program, and
competition among the various
vendors is heating up as more em-
ployers embrace the group IRA
concept.

Employers also may establish
new or amended qualified retire-

ment plans for employees wishing
to make tax-deductible contribu-

tions, and financial institutions are
providing investment and adminis-
trative services for these programs,

too.

There are four basic vendor
groups among the financial institu-
tions selling group IRAs: insurance
companies, mutual funds, banks
and stock brokers.

While this is not a complete sur-
vey of the many vendors now com-
peting in the IRA marketplace for
corporate business, interviews with
representative members of each
group show all have responded
with a broad range of investment
products and administrative ser-

vices.

How tough is the competition for
group IRA business?

"In a word-very,"says Dennis
Nelson, vp of sales for Fidelity
Group, a mutual fund supplier.

While no vendor can predict
what the response rate of corpora-
tions will be since the group IRA
business is still getting under way,

explains Mr. Nelson, "the potential
is so tremendous that none of us

feels we can afford to hold back.”
At stake is the opportunity to

form "long-range relationships”

with many corporations having

IRl makes foreign insurance
as familiar as

domestic iInsurance

It takes a special kind of
insurance company to clearly
explain tbe differences be-
tween foreign and domestic
insufance to producers and
insureds. A company tbat bas
insured qualified properties
since 1890 and currently
underwrites some so,000
properties in over 60 coun-
tries. A company called IRI.
IRl knows that experience
and attention to detail are

essential when preparing and
servicing international insur-

engineering regulations. OnL
the-spot field engineers provide
service from locations based
as geographically close as pos-
sible to insured properties.

IRI coordinates local (or

admitted) coverages
with standard

American con-
tracts into a Mas-
ter Policy. This
simplifies paper-

work, plugs possible
gaps in coverage,

cost. We

carefully
plan all the

——— - details back

and permits proper

here so you can easily under-

of plans

billions of dollars to invest over the
years ahead.

Of the vendors interviewed by
Business Insurance, each has cer-
tain characteristics in common in-

cluding.

« All will assist the employer
in setting up a payroll deduction
IRA program, including the prepa-
ration of a client's payroll system
for additional deductions as well as
providing a wealth of communica-
tion and promotional material that
explains the IRA program to the
employee. Vendors also will per-
form all investment and adminis-
trative duties, relieving the em
ployer of responsibility for all as-
pects of the program except for the
payroll deductions.

+ Cost to the employer and em-
ployee alike is minimal. In a pay-
roll deduction program, the em-
ployer is left with only the internal
costs of modifying its system to
perform the additional deductions.
Most employers pass on the mainte-
nance expenses and sales commis-
sion to the employee, and costs here
vary. And at least one vendor in-
terviewed by Business Insurance-
San Francisco-based Bank of
America-charges the employee
nothing.

+ A wide variety of money mar-
ket, certificate of deposit, equity
funds and guaranteed interest con-
tracts are offered by various ven-
dors.

Yet most can provide a mix of in-
vestment vehicles offering the em-
ployee varying levels of risk and
return on equity.

There also are some differences

between each of the four vendor

groups. Insurance companies, for

'The potential is so

tremendous that none
of us feels we can
afford to hold back,’

says Dennis Nelson.

ance programs. That's why we

created the IRI Corporation. local policies to be issued in

those countries where re-

stand everything that's going

This international organiza-

on over there. And through

tion is staffed with multi-

quired. In short, IRI can help

the international affiliates of

example, traditionally do not offer
investment securities that are re-

lingual nationals who  determine the right combina- — our member companies, we Ef:f;fsevgéﬁ?iisiicurmes and
know Uonoflocaland U.S. insurance 56 gccess to any country And mutual funds generally do
H : not provide guaranteed interest
local IRl monitors Wlth a free enterprlse SyStem' contracts as the insurers do.
- . And neither group has the back-
1 1 P customs, business situa- To find out more about bow ing of the Federal Deposit Insur-
h currency, tions abroad as IRI makes foreign insurance ance Corp. as do the banks.
business - . R tati f h of th
closely as ones as familiar as domestic insur- four?/‘;;edierngis:fssi:df:; ome
practices, at home. ance, contact tbe nearest
and . = Metropolitan Life Insur-
Whether it's IRl Production Manager. ance Co.: Offers five basic invest-
Peoria or ment funds, from a riskless guaran-
Eastern Region, Chet B|adek teed interest contract at one end to
Paris, our Hartford, CT an aggressive growth stock fund at
: the other. Cost to employees ranges
expertise -
F?d (1 03) 515-2601 from $8 to $15 per year, depending
, proviaes Western Region, Dick Waugh on the number of employees en-
H rolled. Concentrates on new or
you with Chicago, IL
the best i ’ amended qualified plans. Hopes to
€ bestin- (3 11) 663-4050 unbundle record-keeping service
o surance con- for defined contribution plans for

Pacific Region, Ed Breedlove
San Francisco, CA
(415) 434-3356

the end of the year. Has 20 clients
for these programs with a total dol-
lar flow of $60 million a year.

tract at a
competitive

- Equitable Life Assurance
Society: Offers a money market,
stock and bond fund, all registered
with the Securities and Exchange
Commission. Concentrates on pay-
roll deduction IRA plans, but will .
provide investment vehicle for.
new or amended qualified plans.
Costs to employees vary from noth-
ing to $40 a year, although partici-
pants in the largest plans average
$6 a year regardless of how many
funds are invested in. Equitable has
11 clients including one major asso-
ciation; by end of February hopes
to have 500,000 participants.

The more you know aboutlRI,the more you know about
commercial and industrial property insurance. *|*Stria|

IPsurers
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"In this market," says Harrison
Givens, senior vp for pensions, "we
are not like your insurance com-

pany, we are like your mutual
fund.”

- T. Rowe Price: A mutual
fund offering five investment
funds with varying degree of risk.
Minimum deduction of $20 a
month. Cost to employee of $3 per
fund per year. Will do either pay-
roll deduction IRAs or qualified
plans. Fifteen corporate clients
signed on thus far, ranging from
very large to very small companies.

- Fidelity Group: A mutual
fund offering money market, in-
come and equity funds.
Costs to employee of $3
per year per fund, $10
annual charge and $10
one-time liquidation
charge. Concentrates
mostly on payroll de-
duction IRAs. Signed up
50 companies thus far
representing a total of
more than 500,000 em-
ployees.

- Citibank: Offers 18-month
variable rate certificate of deposit
and a 30-month product giving ac-
cess to longer-term rates. Only cost
is $10 fee for opening account. Con-
centrates on both payroll deduction
IRAs and qualified plans. No exact
figures on client response, although
at least a dozen plans are with large
companies, Citibank says.

« Bank of America: Offers lig-
uid 51/5% savings account plus fixed
rate accumulation account with
guaranteed rate for 18 months.
Minimum deduction of $50 a
month. No cost to employees.
Would not release figures on client

response, but says it is doing "very
well.”

* Oppenheimer Management
Corp.: Stock broker offering nine
mutual funds ranging from very
conservative to very active. Mini-
mum monthly deduction of $25.
Sales charge of 2% on total em-
ployee deposits for corporate client
up to $1 million, 1% for deposits
from $1 million to $5 million and
0.5% on deposits of more than $5
million. No figure on number of cli-
ents.

Few benefit consultants would
recommend one vendor group over
another, stating only that employ-

ers should study each group closely
to determine which best suits its

needs.

However, at least one expert-

An Ennis, Knupp & Gold study found
that mutual funds 'really do everything
in their power to keep the employer
not involved,' says Jim Knupp, a
partner at the pension consulting firm.

Mr. Knupp at Ennis, Knupp &

Gold-states on the record that

mutual fund organizations are the

IRA products as do stock brokerage
firms, and this expense can be
"hard to justify to employees."

And mutual funds also have
more experience with individual
investors than either banks or in-
surance companies, which Mr.
Knupp says are geared more to-
ward institutional investment.

So the 1981 tax act has turned out
to especially profitable for the mu-
tual funds, Mr. Knupp notes.

"This has to be an absolute coup
for these mutual funds," he con-
cludes.

The lines of distinction between
the vendor groups themselves are
starting to blur as the financial in-
stitutions react to two forces.

These two forces are a
competitive market-
place and the demand
from benefit managers
for programs with sev-
eral different types of
investment vehicles.

As with all mutual
funds, the Fidelity
Group's investment ve-
hicles center around eqg-
uity funds that areregis-
tered with the Security Exchange

Commission.

Yet Fidelity has recognized a de-

most "cost-effective" way to pro- mand for guaranteed interest con-
vide payroll deduction Individual tracts (GICs), and will provide this

Retirement Account plans.

Mr. Knupp, a partner in the Chi-
cago-based firm, says his company
conducted a study of six mutual
funds at the request of a client.

The study found that mutual
funds "really do everything in
their power to keep the employer
not involved," says Mr. Knupp, al-
though this statement can also
apply to representatives of the
other vendor groups.

Yet mutual funds have added ad-
vantages as well, he says.

They do not charge sales com-
mission-or load-on their group

ff_'1*,-,re’

product for large clients, under-
written by an insurance company.

The mutual fund has one such
contract in place now, under-
written by Metropolitan.

"No doubt about it," says Mr.
Nelson at Fidelity when he was
asked if guaranteed income con-
tracts are a popular option. "We're
convinced of it. "Employees are fa-
miliar with GICs because employ-
ers offer them through various
thrift and savings plans."

T. Rowe Price has noticed this
trend as well, confirms Charles H.
Salisbury Jr., vp and portfolio
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Employees can invest
funds in several ways

Here are definitions of the types of investment vehicles em-
ployees can choose:

« Certificates of deposit-Interest-bearing deposits with a
bank, savings and loan association or credit union, usually pay-
ing lower returns on smaller investment amounts. Financial in-
stitutions are limited in the amount of interest they can pay.

* Money market mutual funds-Offered by mutual fund
organizations, these investments generally provide instant li-
quidity and high interest rates. Fund portfolios usually include
Treasury bills and notes, corporate |IOUs called commercial
paper and large-denomination, negotiable certificate of deposits

not subject to government restrictions on interest rates.

« Stock funds-Consist of common stocks offering a fluc-
tuating interest rate tied to performance of stock in the fund.
Often characterized by the types of stock they contain, like Blue
Chip Fortune stocks-the stock of Fortune 500 companies-high
technology stocks or energy stocks.

« Bond funds-Generally investments in medium- and
long-term bonds issued by corporations. Lower return on invest-
ment is offset by lower risk to investor.

« Guaranteed interest contract-Usually offered by insur-
ance companies, although mutual funds are looking at this in-
vestment vehicle now with greater interest. Also called fixed-
rate funds. Investor is guaranteed a predetermined interest rate
for a set period of time, often 12 to 18 months.

manager. The financial services
firm is considering the possibility
of offering an insurance GIC as

well.

. In addition, there is the contrast

of Metropolitan and Equitable. The
insurance giants are positioned dif-
ferently in the marketplace.
Metropolitan, says Mr. Weil, is
concentrating more on new or

*1).ff~i:{ .j{ 14<0. p.
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amended qualified plans, although
it now offers a "guaranteed invest-
ment and annuity contract” for
placement in payroll deduction
IRA programs.

Equitable, on the other hand, has
concentrated on payroll deduction
IRASs, yet will also work with new

or amended qualified plans, says
N o CSiveras=s _ -
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For15¥ears
wremade

theworld
safer

and Officers

If corporate heads have become more visible these days, we'd like to
think our D&O insurance has helped.

Nobody, but nobody, can match our record in handling claims
against Directors and Officers.

It's not magic.

It's experience. Fifteen years of it. And in that fifteen years,
American Home/National Union has been faced with and has resolved
almost every problem imaginable.

So ifyou get into a particularly sticky situation, chances are it's

already old hat to us. And if it isn't, nobody has a better chance ofcom-
ing up with a creative solution.



Another thing. Our underwriters are seasoned professionals, dedi-
cated to this type of insurance. Not part-timers trying to sandwich you

between other types of coverage.
And nobody can offer our American International Global D&OSM

coverage. Which is important when you consider more and more execu-
tives are finding out they can get sued overseas as well as back home.
All these reasons explain why so many blue chip companies insure

with our companies.
And why so many Directors and Officers feel more secure doing
business with us.

The AIG Companies.

Let us take the risks.

For more information about D&O insurance, contact American International Group. Dept. A. 70 Pine Street. New York, N.V. 10270,(212) 770-6507 or 770-6504.
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A tale of two companies

Payroll deduction IRA
an advantageous benefit tool

By Doug M. Bartlett

NRIVIDUAL. Retirement Accounts

planning in the United States as more
industries struggle with slowing sales,
low rates of capital formation, higher
borrowing costs and decreasing profit
margins.

Mounting evidence shows that the
1980 benefit environment includes:

« Senior management concern over
the increasing cost of already
committed benefits, indexed as they are
to so-called reasonable and customary
charges of hospitals, physicians, etc.

- Benefit managers predicting far
fewer upgrades than 10 years ago.

- Stabilizing employer expenses, as
shown by the first virtual three-year
plateau since 1959 in the cost of benefits
in the Chamber of Commerce benefit
study.

« Employee perception that benefit
increases will continue annually.

In this environment, senior corporate
management may ask benefit
management how to meet employees'’
anticipations without significantly
increasing benefit expenses.

NCR, which has moved from
domination of the mechanical cash
register business to an aggressive
international competitor in electronic

data processing, has long been thinking

Doug Bartlett is director Of employee
beneAts for the United States for NCR
Corp. in Dayton, Ohio.

about benefits planning in a cost
conscious, yet employee responsive way.
A tentative and partial response at
NCR is to use our
purchasing/negotiating strength and
our data processing capabilities to
produce a range of plans for our
employees that are competitively
priced and conveniently purchased and
budgeted for by the employee through
payroll deductions. The initial approach
in 1980 was to offer a phased program
of employee savings, employee life
insurance and automobile insurance,

with planned gradual expansion.

The initial savings plan was to be a
totally voluntary contribution to the
qualified pension plan on the old
"10%-maximum-contribution-rules" by
the Internal Revenue Service. The
Economic Recovery Tax Act of 1981
altered our strategy to give the
employee the advantage of pretax
savings in an Individual Retirement
Account.

Thus, the first role of an IRA in this
strategy was as an initial entry into a
total program of voluntary
employee-purchased benefits.

Should we choose, however, IRAs
could do double duty as an initial step
in an expanded capital accumulation
program. You can consider the IRA as
the first totally employee-financed tier
of a capital accumulation program. The
second tier could be a traditional thrift
savings program with employee and

Continued on nezt page

It's better to let workers

make choices on their own

By James M. Franklin

RAIN SOMMUNIATIONS Jnc.

literate employees and publishes 16
publications, two of which cover
employee benefit topics: the magazine
you are reading and Pensions &
Investment Age. So, the company
generally considers itself well-informed
about employee benefits.

The company offers a wide variety of
benefits including pension and
profit-sharing plans that are entirely
paid for by the company and medical,
dental, life and disability insurance
plans that are competitive, perhaps
even generous, by most standards.

Why, then, did Crain
Communications decide not to offer a
payroll deduction-type Individual
Retirement Account plan to its
employees, either through existing
pension or profit-sharing plans or
separately through a financial
institution?

There were simply neither sufficient
benefits to the company nor to the
employees to offset the cost and
administrative problems of setting up a
payroll deduction-type IRA plan.

Congress, in its infinite wisdom,

chose to create no tax or other

James M. Franklin is vp/finance and
administration at Crain Communica-

tions Inc. in Chicago, which publishes
Business Insurance and other business

and consumer periodicals.

incentives for companies to offer a
payroll deduction-type IRA plan. At the
same time, there is no question that
plenty of additional administrative
work would be created. Some of this

would include:

« Either an existing pension or
profit-sharing plan would need to be
amended to provide for IRA
contributions, or contracts would have
to be negotiated with a financial
institution.

« There would be accounting
functions to keep track of individual
account balances for everyone who
elected an IRA. Even if an outside
financial institution kept track of the
contributions and account balances, we
would feel that those balances would
have to be double-checked by our own
people.

- There will be additional Internal
Revenue Service reporting
requirements. The timing and format of
these are not yet even known.

- There would be an additional
burden on the payroll department to
keep track of the deductions, and
probably some complicated calculations
would be required since employers
need not withhold federal income tax
on amounts contributed to the payroll
deduction-type IRA. But what about
state, city or FICA taxes? Are IRA
contributions also exempt from these
taxes? Have all the states and cities
even decided yet?

The fiduciary questions have been

Continued on nezt page
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Salary reduction plan
interests many firms

Contint-ed from previous page

ticipants to defer more than 1.5 times the total amount
deferred by the rest of the participants or allows the
one-:hird of the highest-paid participants to defer 3%
more than the lower-paid employees contribute.

To avoid holding off on a salary reduction plan until
final regulations are issued but still address the unans-
wered discrimination question, Honeywell Inc., the
Minneapolis-based high technology firm, has estab-
lished a salary reduction plan using a conservative 4%
annual maximum deferral level, instituting monthly
monitoring sessions to determine contributions levels
and omitting matching contributions, which could be
troublesome at the end of the year if discrimination
formula change.

Rchm & Haas Co., onthe other hand, decided to drop
plans for a salary reduction plan rather than work
around the final regulations. The Philadelphia plastic
and chemical products manufacturer recently agreed to
allow employees to set up their own IRA accounts with
an outs-de vendor through an in-house payroll deduc-
tion mechanism. The company also has a thrift plan
that matches the first 6% of employee contributions.

"It's not our intention to get into the 401 (k) plan,"” said
Warren Higgins, manager of employee benefits. "We
looked into it in 1978 and we looked at it again recently."”

Rchm & Haas was discouraged, Mr. Higgins says, be-
cause "when we looked at the test for the 401 (k) plan,
we knew it wasn't for us. It fits some people, but we
don't feel it fits us.”

Employers who like the benefits of a salary reduction
plan, says Mr. Hasbargen of Hewitt Associates, first
should:

« Make sure no money gets into the plan that would
disqualify it. Study the company's demographics. Allo-
cate a low percentage level for contributions until IRS
regulations are finalized.

= Create an accumulation account to hold funds that

could throw off the discrimination balance. These funds
could be held and invested the next year.

= Frequently test the level of contributions by the
employess, especially the lower-paid employees, and
make adjustments whenever necessary.

= Consider incentives that would attract more low-
paid employees to the plan. An insufficient number of
low-Daid participants could easily disqualify the plan.

Honeywell plan packs one-two punch

By JAMES C. LAWSON

NEW YORK-Honeywell Corp., a Fortune 500 manu-
facturer with a progressive employee benefits program, is
using the one-two punch to provide its workers with tax-
deferred retirement savings alternatives.

With the help of benefits consultant Hewitt Associates
of Lincolnshire, lll., the Minneapolis-based high technol-
ogy firm has designed a new two-pronged program that
allows employees to take advantage of new tax incentives
for contributing to their retirement savings.

As part of its new Honeywell Retirement Savings Plan,
the company established a new qualified retirement sav-
ings plan to accept voluntary tax-deductible employee
contributions, which it calls a voluntary deductible em-
ployee contribution (DEC) plan. (Other benefit experts
refer to such plans as Qualified Voluntary Employee Con-
tribution-QVEC-plans.)

As allowed under the Economic Recovery Tax Act, em-
ployees can take tax deductions for up to $2,000 in annual
contributions to the plan and are restricted from making
withdrawals except in the case of death, termination Of
service or retirement.

The Honeywell retirement savings plan also has a salary
reduction option that lets employees defer a maximum 4%
of their pretax earnings annually.

Benefit specialists say Honeywell is one of the largest
employers to install a cash-or-deferred contribution plan
using the salary reduction provisions allowed under Inter-
nal Revenue Code 401 (k).

Established Jan. 1, the new retirement savings plan is
another way of helping employees build their own retire-
ment savings program and do some inflation-proofing to
guarantee a more financially secure future, says Gus Le-
mesis, the company's manager of benefit planning.

Honeywell, which has a company-sponsored pension
plan, chose to spend a one-time amount of $500,000 to es-
tablish its new two-pronged plan because it had no profit-
sharing or thrift plan and "wanted to give people a choice
of how they could defer taxes and save for their retire-
ment," explains Mr. Lemesis.

Fifty-one percent of Honeywell's 55,0CO non-union em-
ployees have enrolled in the retirement savings plan, he
says. Some 48% have chosen the salary reduction option
and 25% have chosen the voluntary deductible employee
contribution option. These percentages represent some
workers who make contributions under toth options.

Honeywell's 15,000 union emfloyees are not eligible for
the savings plan, but could be if they win the benefit in
their collective bargaining agreements.

"Employees had been saying :hey war.ted some type of
tax-effective savings plan," .explains Donald Hasbargen,
the Hewitt consultant who worced on the plan. "Every-
body, both high-paid and low-paid emplcyees, like the tax
leverage they can get from their pretax ccntributions and
the kinds of high-yielding investments they can choose.”

Honeywell placed a 4% limit on deferrals for the salary
reduction plan to head off any problem meeting IRS dis-
crimination regulations yet to te released. The IRS is to
issue final rules this year governing hcw much higher-
paid employees can contribute b the plan in relationship
to contributions from lower-paid employees.

Besides the 4% cap, Honeywell will monitor contribu-
tions from the lower-paid twc-thirds of its employees
monthly, suspend contributions by the highest-paid third
of employees if the balance apEears out cf line and hold
off on matching contributions until the Internal Revenue
Service regulations are finalized

"We had been exploring the salary reduction concept
for a long time," said Mr. Lemesis. "Despite the tough dis-
crimination test, we thought it still offered many more
advantages than an IRA offered. But we didn't want to
exclude any employees so we added the DEC option."

Contributions can be invested in a fixed-fund account
paying a guaranteed 16%, a balanced bond and equity fund
or a Standard & Poor's Index Fi.nd of securities, managed
by Chase Manhattan Bank in New York, trustee of the
entire Honeywell retirement savings plan.

Honeywell and Hewitt Associates share administration
duties. Honeywell arranges payroll deductions, salary re-
ductions and plan payouts, while Hewitt handles record
keeping and issues quarterly and annual reports.

When you're good at creative solutions in excess
... the word gets around.

here's no such thing as pat answers at

S Baccala & Shoop.

Excess and special risks is our business, and
customizing coverage is our way of business.
Describe for us your client's needs, and we'll
respond with a proposal that fits like a glove.
Still, we approach these specialized lines with
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much more than creativity-with such tangibles
as competitive rates, market stability and bind-
ing capabilities through full-service offices in
eleven cities coast to coast.

Talk to Baccala & Shoop and turn creative
forces loose in excess coverage.

If the pharaohs couldke. they would've.
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Baccala & Shoop

The crack troop in underwriting management

Head Office: 4400 MacArthur 841. Suite 900, N=.wport Beach.
CA 92660, Telephone: 1714) 851-2374

Atlanta « Chicago * Columbus. OH - Dallas « Houston = Los Angeles
Minneapolis * New York « Philadelphia « San Francisco - Seattle



Thestrokeofapen

justbrought you adynamic
new underwriting resource.

The Exchange is now able to accept
direct excess/surplus lines business on
risks across the country.

A brand new market was created on February
18 when New York's Governor Hugh L. Carey
signed legislation permitting the New York
Insurance Exchange to place direct excess/

surplus lines insurance on risks throughout
the United States.

Now, The Exchange will be able to
accept: (1) reinsurance of all kinds, domestic
and international; (2) direct business of all
kinds outside of the United States; (3) direct
New York State business rejected by the Free-
Trade Zone; and (4), pending the approval

of other states, direct excess/surplus

lines business on risks throughout the
country.

Born less than two years ago, The
Exchange has already achieved a remarkable
record of growth. Clearly, this unique facility is
fulfilling a real need. With the way now open
for The Exchange to serve brokers, agents and

risk managers with major underwriting needs,
the future is bright indeed.

The Exchange is a vital and exciting
factor in the world insurance industry.

We're molding a whole new

market for America.

NYO[HIS@[RAIN]©*1 XCHANGE

For information on The Exchange, contact: Donald E. Reutershan, President. New York Insurance Exchan

e
59 John Street, New York, NY 10038 (212) 791—0780
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Banks hope to handle
more retirement assets

NEW YORK-Commercial banks, looking to increase their invol-
vement in employee benefit programs, are developing new products
to help employers administer retirement savings programs.

While banks have long provided design, management and admin-
istrative services to employers, the latest drive is more than an effort
to obtain more assets to manage, some banking industry officials say

"Banks have to hire people who are knowledgeable (in the em-

Plans could increase firms' liability

Continued from page 3 and technical services for the his employer for not clearly com-
retirement plans,” addec Lloyd Human Resource Management municating this Information
Kaye, vp of consultant Wililam M Group of Alexander & Alexander In salary reduction plans, Ms 1
Services Inc Mazo pointed out, there might be a f
Some, however, do fores€e a pos- "If an employer is not endorsing potential for increased employer 11-1
sible increase in the number of It and says (the payroll deduction ability for inadvertently causing
lawsuits brought by employees IRA plan) is Just a convenience, | harm to an employee
They say it is a natural out- thwk he is avoiding fiduciary lia-
growth of employers playing a bility,"” he said tion rules governing the proportion j
greater role in handling employees' Others caution that despite the of funds contributed by high- andj[
money, investing funds and com- opinion letter, employers may be low-paid employees are broken, theN

Mercer Inc

For example, if IRS discrimina-

ployee benefits administration) You can't Just mana% e assets any- municating often-confusinG regula- the subject of employee suits in the plan can be disqualified, eliminat-#
e

more, says John Cramer, assistant vp of employee nefits at
Girard Bank, a subsidiary of Philadelphia's Girard Co

A good example of this new effort 15 found at Los Angeles' Secu-
rity Pacific National Bank, the nation's 11th-largest commercial
bank with total assets of nearly $30 billion. It has formed a new
subsidiary just to handle design and administrative services for pen-
sion, profit-sharing, thrift and salary reduction plans

tions to employees extreme situation where an IRA ing the tax shelter on all employee
And since employee money will provider selected by the employer contributions. she said

be more directly involved through is unable to deliver what it pro- Another liability exposure con-)'

voluntary contributions to retire- mised to employees cerns the length of time a company

ment savings plans, employees may They cautioned employers not to sponsoring a salary reduction plar.

take a greater interest in iow the offer tax or legal advice to employ- takes to put the mone, subtracted.

employer invests it, they say ees when informing them about from the employee's salary into 11

"l think there probably will be IRAs and to have the sponsoring trust

The new subsidiary, Security Pacific Employee Benefit Services an increase in the incidence of liti- organization provide as much in- Proposed IRS and Labor Depart-j -

Inc, will be based in Pasedena and will function as a third-party
administrator providing record-keeping services for at least 150 eur-
rent bank customers

"A lot of banks are watching us If we're successful a lot more
probably will follow," contends David Chandler, president of the
new subsidiary

The California bank has planned a massive marketing campaign
and is designing a prototype package of benefit plans It already has
severat-clients that are interested in establishing salary reduction
plans for their employees

Meanwhile in Philadelphia, Girard Bank, with total assets of $13 5
billion, has begun designing Flex-Plan, a prototype retirement sav-
ings plan that can be implemented as an employer profit-sharing
plan, savings plan, thrift plan, a money purchase pension plan or a
salary reduction plan. .

A money purchase pension plan is a multiemployer plan in which
the employer contributes a certain amount of money per hour
worked by a laborer, like a bricklayer, or other workers, like actors,
who often work for many different companies over the course of a

gation," said Marc Gertne-, an at- formation as possible ment regulations diffar on when
torney with the Toledo, Ohio, law Employers also should make sure salary deductions must be put intd
firm of Shumaker, Loop & Ken- they have studied the sponsor and the trust IRS regulat ons require,
druck used a degree of caution in choos- the deposit to be made no later thark'
Along with the odds being in ing it, Mr Kaye added 30 days after the plan year, but
favor of more suits, he also bases A second advisory opinion under Labor Department regula-
his prediction on the fact that so- handed down by the Labor Depart- tions, the money must go into the
ciety .s increasingly lit gation- ment last week allows companies trust immediately after It IS with-
prone and that ERISA makes it eas- in the business of marketing IRAs drawn from the employee's check
ier to sue by spelling out what an to provide them to their own em- Hence, if the company follows
employer's obligations are ployees and affiliates without hav- the IRS rules, it may be violating a
"l guess with more perm utations ing the plans qualify under ERISA fiduciary duty by not investing the
of possibilities the chances of being It generally echoes the first opin- money in a timely fa;hion in the
sued are greater," added Peter lon and requires that the company Labor Department's e>es, Ms Mazo
Elinsky, a partner in tne national offer the same program to its em- added
tax practice of Peat, Marw.ck, Mit- ployees as it does to the general Final regulations to be issued this
chell & Co in Washington public Any fees or sales commis- year on salary reducttin plans are '
But, employees also have become sions charged also must be the expected to clarify the rules gov-
more sophisticated since ERISA, Same erning discrimination and length of
and an extra layer added to retire- he advisory opinion deletes time allowed for investments

“"Flex-Plan is modeled after Cash-Op, a Xpe retirement sav- ment progrgms will not necessanly condltlons in the first opinion that Employers concered that their

ings plan develoDed by Johnson Cos., a Newt wn Pa, benefits con-
sultant, and managed by Girard Flex-Plan can be customized to fit
most employers' benefits needs, explains Joseph O'Connell, Girard
Bank's vp of employee benefits

The plan allows an employer to make matching contributions if it
chooses and to establish a maximum contribution limit if it fears ItS
retirement savings plan may be disqualified for allowing employees
to contribute more than Internal Revenue Service regulations allow

Currently, employees covered by the Cash-Op prototype can in-
\ vest their contributions in a floating rate employee benefit equity
fund or a money market fund

Girard expects to market ItS Flex-Plan as soon as it gets final
Internal Revenue Service approval

WHY ITS GOOD BUSINESS TO HAVE RANGER'S

SPECIALIZED PROTECTION

Our kind of

specialization means a
more kKnowledgeable

handling ofour customers

insurance needs.

increa employee's propensity prohibited the fund dium curr flduaary I|ab|l|ty insur-,
to sue, Mr Elinsky added from |nvest|ng in securities of the ance will not cover any increased
But still, employers with payroll employer or its affiliates and exposures resulting frcm steps they
deduction IRA plans can breathe barred significant investments in take to let employees take advan-
easier since the Labor Department such securities tage of new tax incentives would be j
issued its opinion on t7e non- For companies amending or es- wise to cheek with their insurer 'r
ERISA status of the plans tablishing new IRS-qualified plans Some say that any amended or new"
To avoid being classified as an to accept employee contibutions or retirement savings programs would '
ERISA plan and, therefore, greatly those setting up salary reduction be covered under current_policies'.
reduce fiduciary liability when plans the ERISA fiduciary respon and others say they would require'r

Yl 2Sidon per- 1 isyeed ithoefyomudnaheg: S deosement fanew pian s

« Companies must communlcate requirements is an equally impor- from employers for whom we prd..
clearly to employees that the pay- tant fiduciary act vide fiduciary liability contracts,F
roll deduction IRA is completely These employers will have to said Roland T Chiaradio, assistan™
voluntary, that the company iS not make sure they comply with the secretary of the bond departmen’
endorsing either the sponsor or the numerous ERISA regulations gov- at Aetna Life & Casua ty Co
funding vehicle, thai t iere are erning information that must be Most wanted to know if any mt:
other IRA opportunities available reported to employees, including creased exposures from amended
to the employee other than a pay- communication of potential conse- or new plans would be covered,
roll deduction program, tnat IRAs quences of contributing to the under current policies "Our re-
may not be appropriate fo- all indi- plans sponse was emphatically yes We
viduals, and that the tarx conse- For example, under the Eco- will," he said
quences of an IRA are the same nomic Recovery Tax Act early However, Chris Caf allaro, seniorl
whether or not payroll deductions withdrawals of contributions to vp at American Irternationall
are used IRAs and qualified plans are sub- Group, said if a comEany is estab- j

* The employer is not the IRA Ject to a 10% tax penalty An em- lishing a new plan, it will need ant -
sponsor or an affiliate ployee who did not fully under- endorsement on its current fiduci-}

« The investment medium used stand this could be prompted to sue ary liability contract

does not have "significant invest-
ments” in securities of the em-

ployer or its affiliates and is not
identified as such

- If the IRA program follows an
agreement between an employer
and an employee organization, the

rou-tme

investment medium is not designed
to benefit an employee irganiza-
The dictionary says that to specialize is"to concentrate ones tion by providing more Jobs for its

efforts m a special activity or field . " That's Just what we members, loans to its members or

similar direct benefits
have been doing for many years - providing specialized - The employer immediately

transfers withheld funds to the

products and services to our customers on the best possible

) ) IRA sponsor and does not exercise
basis at all times

influence over these inves tments

This advisory opinion was 1SSUed
following a request by the Invest-
ment Company Institute

"It very much streng-hens the
position of the employer,’ said Ju-
A dith Mazo, director of research for
Martin E Segal Co in New York, a
benefit consulting firm

The advisory opinion removes
the« question of whether an em-
ployee acquiring an IRA sponsor
might be tacitly endorsing it, possi-
bly increasing fiduciary liability,
Ms. Mazo added

** RANGER
INSURANCE COMPANY

' A Subsidiary of

Anderson Clayton
Atlanta - 404-457-7211 (PO Box 105028) 30348
Denver - 303-779-8383(PO Box 3195)80111
Houston - 713-622-6500 (PO Box 2807) 77001

Kansas City 913-649-5500(PO Box 8650) 64114
THE SPECIALISTS

"It solved a great many prob-
lems, especially for pror iders and
employers," added Charles Gins-
berg, vp and manager o' research

unvarying, mechanical

It's not in our dictionary.

Our practice is devoted to general insurance law, third

party claims, and subrogation ;
While certain routine is necessary for clerical -
efficiency, we believe creativity and individual

attention distinguish effective representation from

routine servicing of cases

Resourceful legal services can be obtained at i
reasonable cost without sacrificing aggressiveness and

thoroughness We invite your inquiry

CARL S. YOUNG & ASSOCIATES

ATTORNEYS AT LAW

500 Fifth Avenue, New York, NY 10110
Tel (212) 840-1919 Telex 424677
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agent/broker topics

The new pioneers

By DONNA LEIGH YANISH
Pioneering women are lighting the way to key positions in p
agencies and brokerages, but it's not an easy job.
Obstacles still bar the way for women in this traditionally
male industry and the subject is so sensitive that few
women executives want their names linked to their views.
But despite a tradition of male leadership, female agency
executives are proving themselves over and over again and
finally receiving recognition for their achievements.
It's a story that demands to be told about growing, achieving and
changing the system.
How are female agents and brokers beating the barriers? By being better
than the rest, say both male and female agent/broker executives.
Stereotypes form most of the obstacles. Agent/broker stereotypes depict

women as not aggressive enough for sales, too emotional to handle the daily
Continued on next page
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VWomen battle agent/broker barriers

Continued from previous page lines for the agency and runs the

strain, not dedicated enough to put NE technical end of the operation. Mr StatIStICS ShOW prog ress belng made
in the time commitment and un- rr Mrank sells commercial insurance

able to win the acceptance of skep- Learning the rules also includes Are women agents and brokers really making professional
tical male buyers learning to roll with the punches, progress around the country?

Male decision makers also say (to a client's question), say you Ms. Mrazik says "Before | came The latest government statistics are encouraging. Women held
that insurance buyers-corporate don't know the answer,” she says. into business, what would have 1,196, or 16 7%, of the 7,181 official and managerial posts in agencies
risk or employee benefit managers Indeed, honesty in all things is a been a crisis is now just something and brokerages in 1980, according to data from the Equal Employ-
-don't take women producers key to women being accepted by that must be dealt with " ment Opportunity Commission
seriously clients, explains Constance L. Colt, Women are discovering the stra- The statistics, however, include reinsurance and excess/surplus

Some of the women who are suc- assistant vp, officer and stock- tegies of the business game and are hnes brokerages where women appear to have made greater in-
ceeding despite the stereotypes ob- holder in Allen, Russell & Allen succeeding, she says, especially roads.
viously don't agree Some say the Inc in Hartford, Conn young women The generation of
buyers do make the Job difficult for "Don't feel a need to apologize” women coming into the business
a woman producer, but others say for your position, she says If you world are more career-oriented next rung of the ladder before at- A few women have been hit even.
the so-called buyer bias is Just an feel the clients are skeptical about than any generations before them, taining that rung, while many men harder with office politics They
excuse to keep women out of sales. your ability, "allow your perfor- she contends. right out of college begin in sales, were shocked to hear that other

One female producer says that mance to change their minds."” Ms. Mrazik, who has two post- they say employees, male and female, as-
being a woman has actually aided Don't let the men who knock you college-age daughters, is certainly One woman in an agency techni- sume they "slept their way to the
her drive toward a successful sales get you down, she advises. "Re- not the only woman from her gen- cal position realized she was doing promotion.”
career (see story, page 26G) member the number of men on a eration who holds a key position in much of the work of an account ex-

"The hardest thing is getting my business level who don't care an agency or brokerage. But many ecutive without the title or the fi- Those accusations are nearly
foot in the door," says Linda Eck- whether you are female or not Pull of the women climbing the career nancial rewards She asked for the impossible to handle The more a.
land, assistant vp and producer in your own positive reactions out of ladder in the business are young promotion and received many of woman denies having a sexual re-
the Minneapolis office of Corroon things." Youth can be both a boost and a the traditional responses such as lationship with her boss, the louder
& Black "Some refuse to see me or Learning how to react m various barrierto gaining success "male buyers in the community the accusations become
they treat me hke their daughter " business situations is essential to a Young women have the advan- wouldn't accept a woman as an ac- Being successful at your Job is the

But a sales representative can use woman's success A lack of those tage of the few female role models count executive " only way to stop the accusations,
her sales ability to overcome those skills has been part of the reason who preceeded them in the indus- But the agency does allow for one woman said If a woman proves
problems They're similar, Ms many women haven't succeeded in try, say women who have worked "career pathing," the aspiring ac- her capabilities, others will believe
Eckland contends, to the impedi- business, some women say in the Industry for a long time count executive notes that she was promoted on her
ment that women and men face They also follow a few decades of To win management's support, merit
when they're young and breaking "A guy is brought up to be a pro- the women's m6vement, which en- she presented her "emancipation Women are proving that they
into the business world not being fessional,” Ms Colt contends couraged young women to pursue proclamation” outlining what she can overcome the internal and ex-
taken seriously “Guys expect to be slugged in the professional careers wanted and what management ternal barriers to promotion

"Be confident and express that school yard-girls are not " When Young women face the same would have to do to ensure a through hard work and dedication
confidence over the phone" where most women are hit with a nega- struggles as young men starting on smooth transition to an account ex- But many still have to face obsta-
initial contact is frequently made, tive response in the business en- a career-plus many more, they ecutive position cles from another source-them-
she suggests vironment, they don't know how to say There are however, only so selves

Showing that you know your react, she says. Women in business Ms. Colt says that young people many hours in the real workday, Women must be willing to give
business will also win some of the have to learn to think like their think they can do things they may she notes While both the current up a large portion of their personal
most difficult buyers' ears, other male counterparts not be ready to tackle Looking and developing position require a lives to make the commitment to a
woemen add When a woman encounters a back on her early days with Allen, lot of contract with other business career in an agency or brokerage,

Knowing answers to technical new situation, she should ask her- Russell & Allen, she reflects "l was people, those actlvmes must fit in successful female executives say
questions about insurance coverage self "how would a man react9" Ms often chomping at the bit that | was normal work hours The overtime hours don't end
helps win acceptance from the Colt contends. For example, if a eli- held back. But he (her boss) knew | A woman working hard to ser- when they attain a production or
buying public, says Diane Voit, an ent comes up with an idea, ac- wasn't ready.” vice present clients may find it dif- department head position-they
account executive for Bayly, Mar- knowledge that you hadn’'t thought Had she gone off and taken the ficult to find and meet the new ch- Just begin.
tin & Fay International Inc. in of it but you'll follow up on the no- responsibility, she would have ents necessary to win a better job, Key positions in an agency or
Alexandria, Va tion, she says Don't pretend you've made mistakes, Ms Colt admits. women producers say That's an- brokerage, for example, frequentl:

"The days of the producer saying already had the idea Some male executives still treat a other part of the double-bind of require entertaining clients t
'I'll go back and check that with "If women are going to work in a woman employee as a person who working overtime woman has to Juggle the demand.
my girl' are gone,"” Ms Voit says 'man's world,' they'll have to learn is only in the workplace until she of her home life to accommodat

The buying public is much more the rules of the game," agrees Joyce has children A few women noted Once a woman has overcome dinners with clients or a round E
sophisticated and wants informa- Mrazik, co-owner of The Tolland that at some point in their careers the barriers impeding her climb to golf after work, they say

tion quickly, she believes Insurance Agency in Tolland, they were asked whether they a higher position in the agency, all Although professional worn,
It pays to do your homework, Conn "One of the hardest things | planned to have children the obstacles aren't gone, they say have come a long way from t.
especially if you are a woman in had to learn was that business isn't Some managers balk at training She had better be prepared to face days when they were rarities

the field, agrees Betty Jo Stevens, always fair You don't always get someone for a key position whom the feeling of being an outcast from management and production post:
assistant vp in the Salt Lake City the promotion because you're the they think is a short-term em- many of her former peers (see tions, most women in the insurance
office of Fred S James & Co. Inc. best-qualified.” ployee, but women are overcoming story, page 26F) business agree they still have a long
“Women are very much on trial Ms Mrazik reached the top after that stereotype by proving their Even if a woman gains a higher way to go-all the barriers that
You have to prove yourself very years of working in the insurance professionalism position by moving from another only women face haven't faded
fast " company side of the business She Many women are getting ad- agency or brokerage, she may feel away
Sometimes you just won't know and her husband started the agency vanced training like the Chartered left out of the crowd. Are the coming obstacles going to
Although you can be very familiar from scratch in 1976 to service Property Casualty Underwriter The men who hold management be less difficult to overcome? Will
with an account, you may not have business and personal needs of the designation (see story, page 26D), or production-level positions the successful women have an eas-
all the answers right off the top of surrounding community of about partially to signal their dedication usually don't include the lone ier time climbing to the next rung
your head 13,000 people, within the shadow of to their insurance careers woman among their ranks in on the corporate ladder than they *
Be honest, not deceptive, female nearby Hartford Dedication also means being lunches and social gatherings, they did the get where they are now9
producers advise With a background in life insur- willing to put in extra, late-night say Will the women following them
"If you don't know the answer ance, Ms Mrazik handles personal hours, a view that seems to be true Women in newly attained man- face fewer obstacles because the pi-
for women and men agement positions also have to fear oneers disproved the stereotypes
staff resentment Some employees about women's inability to succeed
Are women executives willing may resent a female boss, women in business9

N .Y. bro ke rage preSIdent to put in the extra time? Men and managers say Some of the pioneers say yes /

women agent/brokers disagree Marsh & McLennan's Myra They're proving themselves and

VIOIateS a” Ste reotypes "The 'Gloria Steinems' of the Tobin (see story, page 26C) recalls paving the way for other women to

world believe that women should an interesting situation she faced follow The pioneers will soon have 1
be given positions on a silver plat- when a promotion at age 32 meant other women Joining their ranks in

NEW YORK-Ernesta G Procope is not a typical president of a ter," says Mary Evelyn Beach, vp at that she had a 62-year-old man re- top positions in agencies and bro-
medium-size brokerage Corroon & Black porting to her kerages
As the top executive at E G Bowman Co Inc in New York, she's a But they're B rong, she says Ms Tobin says she prevented a Other women disagree They say
female in a position usually held by males And she's black in a "Your most successful men work potential problem from developing that the women's movement was in
predominantly white industry extra hours (to get ahead) We "We learned to work with each vogue in the 1970s Everyone was
"I'm a curio," Ms Procope says "I'm a woman and I'm black could take leads from them " other in areas we needed to, but | talking about promoting women
People listen to me because they wonder what this Others say women may be more recognized that he needed minimal Federal regulations demanded
woman could possibly have to say"” willing to work the hours-because supervision,” she explains equal opportunity
Her history tells the story best they haveto They say they have She became more of a consultant There isn't as much emphasis to
Ms Procope didn't start in the insurance industry further to climb on the ladder of than a supervisor to the man, she make room for women anymore,
the way most other women do She didn't begin at success adds one woman said The media’'s at-
the bottom as a clerk with an insurance company or Women usually start on a lower Resentment can stem from em- tention is no longer on the women's
agency, hoping to work her way up step on the career ladder than their ployees in lower positions whether movement, so there will be lesr
In 1953, she opened the brokerage under her name male colleagues, women in the in- or not they report directly to fe- pressure from society to promo.
from a previous marriage, to insure the brownstones dustry say For those women, the males in production or manage- women, she contends And the fed
she was buying in Brooklyn, N Y. extra work involved may mean ment positions Many women who eral government clearly seems to
. "l didn't know a thing about the brokerage busi- that to get ahead they have to do have been successful in agencies be cutting back on regulating equa’
Ms. Procope ness," she admits the work of two Jobs-their current and brokerages say that other opportunity in business
After succeeding in personal lines, the brokerage position and the Job on the next women in the office resent their But whether the barriers becom/
added commercial lines sales in 1968 by going after the Fortune 500 rung of the ladder promotion lower or higher, most women saS
companies E G Bowman has about 50 on its books, she says Many of the most successful One woman reports that she's they're committed to climb the lad-
Being a woman was never a problem in dealing with mostly men women in the business began as watched by the technical workers der to key positions in agencies and
in large corporations, she says, because, "I didn't allow it " clerical or technical workers, they who note how long she takes for brokerages If the going gets
Being a curio got people to listen, but after that, ability took over. say They had to prove they can lunch and when she arrives and tougher, they say, they'll meet the

handle the responsibilities on the leaves the office challenge -



Tobin's climb to top at M&M hasn't been easy

NEW YORK-Myra L. Tobin,
managing director of Marsh &
MeLennan Inc., began her career at
age 14 in Harned, Ky., a long way
from the nation's biggest city and
world's largest insurance broker.

It was back in those days of sell-
ing overshoes in her father's dry-
goods store that she learned the art

of selling-her products, her capa-
bilities and herself.

She used those skills to climb
right out of sales and into top man-
agement at M&M.

After joining Marsh & McLen-
nan in 1970 as a financial analyst,
Ms. Tobin worked her way through
the operating division as account
representative, senior account rep-
resentative and casualty product
line manager.

She took her big step up the cor-
porate ladder in 1978 when she
moved from the operating division,
where revenue is produced, to a
staff position with responsibility
for the broker's casualty insurance
business throughout the country.

As a senior casualty officer, -I'm
an available resource to all the of-
fices on any casualty account or
problem they may want to refer to
me," Ms. Tobin explains. "I'm (also)
responsible for contacts with senior
casualty underwriting officers for
insurance companies."

Although her supervisor sug-
gested she apply for the staff posi-
tion, her climb hasn't been easy.
She had to overcome the internal

and external barriers presented to
one of the first women to venture
on traditionally male ground.

For example, while working
with captive insurance companies
for the brokerage in 1971, Ms.
Tobin asked to attend an upcoming
conference in Bermuda.

"The program sounded so inter-
esting, | even offered to pay my
own way," she explains.

However, the thought of sending
a woman so far away was such a
radical idea, her supervisor con-
suited the department manager,
who had to think about it over the
weekend.

Finally. they decided Ms. Tobin
could attend the conference-at
Marsh & McLennan's expense.

"Ten years later, women are
traveling to Europe, South America
and the Far East as a normal course
of business," she says.

Ms. Tobin faced other, more
complex internal barriers during
her first years at M&M.

"Initally there was always a con-
cern on how a client would accept a
woman on their account.” In real-
ity, "the clients were much more
receptive (to her handling their ac-
counts) than internal manage-
ment.”

There were external barriers to
overcome, too. Women can't join
many male private lunch clubs. Al-
though it sounds trivial, the prob-
lem was a major obstacle, she says.

Women must have access to tra-

ditionally all-male clubs, Ms. Tobin
believes. "A lot of conversation
takes place in a social setting. It's a
necessity to be part of the decision
process and to be where decisions
are made."”

"l worked around that barrier
though,"” Ms. Tobin says, explaining
that several men let her use their
memberships. "Soon | had access to
four or five clubs."

A woman in business has to sell
herself to her manager and male
co-workers, who must feel com-
fortable in her presence, Ms. Tobin
contends. Once she can build confi-
dence from both management and
male co-workers, they will be
much more accepting.

This all takes time and experi-
ence is the best teacher. Time, or
rather age, is also a big problem,
she says.

Ms. Tobin acquired the skills of a
good business person through eight

A/BT

years of "trial and error" in busi-
ness before she came to Marsh &
MelLennan.

Going through those eight trial
years, Ms. Tobin says she overcame
one of the major barriers to people,
particularly women, starting in
business: age.

She was 30 years old when she
started at Marsh & McLennan and
people stopped wondering whether
she'd leave after a short time to get
married and have children.

"In the early years (before Marsh
& McLennan) | suffered from
(having to) convince people |
wanted a career and be profes-
sional," she says.

While Ms. Tobin says she can ap-
preciate a company's unwillingness
to invest in an employee who will
only be there a short time, "there's
nothing to say anyone is going to be
in a job forever."

Her education helped signal that
she was serious about her career.

"l realized in my late 205 that |
needed an MBA to be taken
seriously,"” Ms. Tobin says. She re-
ceived her degree in corporate fi-
nance from New York University.

But education isn't a substitute

for ambition, Ms. Tobin empha-
sizes.

Although Ms. Tobin continues to
rise in the business world, she
hasn't completely left behind the
territory that started her career.

She purchased a farm in her na-
tive Kentucky in 1973 and is learn-
ing a new business-farming. .
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Myra L. Tobin has journeyed from a small Kentucky town to a top post-
tion at the world's largest insurance brokerage.

HOW CAN YOU
TURN ONE

EXISTING ACCOUNT
INTO A LOT OF

NEW ACCOUNTS?

S.A.l.L. stands for Salary Allotment Individual
Life. And it means a unique opportunity for you to
sell individual life insurance protection to the
employees of firms where you already have a Pilot
group life plan in force. Because they belong to such
a group, they can purchase thispermanent insurance
at modest rates and have their premiums deducted
from their earnings by their employer. And they
can add spouse and children to their coverage.

S.A.

S.A.l.L. has a number of attractive benefits and
options that make it easy to sell. And it all adds up
to an excellent way for you to increase Your income
from existing Pilot group accounts. We ve charted
the waters for you, and all you have to do is get
on board. Contact your Regional Group Office or
the Group Division, Pilot Life Insurance Company,
P.O. Box 20727, Greensboro, NC

27420. (919) 299-4720. In the top @
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We make the market.
You make the sale!

Just about every college and university has its cwn,
specific requirements for its student medical plan.
Where can you get any of these clients an indivi-
dually tailored program? You'll find it at Rhulen -
North America's #1 specialty insurance agency.

We've been solving problems such as this for the past 48 years. Our specialized staff has a sound
understanding of your needs. Whether you need coverage for colleges, universities, camps, horse-
related operations, ski areas, or gymnastics or martial arts schools - you can rely on Rhulen for

unique, innovative programs.
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(914) 794-8000+(212) 9 24-195() Ou txide New York State (8{}C)) 431-127 O

VWomen proving

their commitment

by obtaining CPCU

How can a woman prove she is
serious about a career as an agent
or a broker?

Mar-y women say attaining the
Chartered Property/Casualty Un-
derwriter designation helps make
skepti=:al men sit up and take notice
of their dedication and achieve-
ment.

An increasing number of women
are earning their CPCU. Some 204
or 21.8% of the 935 designees fin-
ishing the program in 1981 were
women. A year earlier, women
earned 301 or 16.9% of the 1,780
designations granted.

"1l you don't add

$100,000

of spouse insurance

to your group cases,
your competition will.”

Spouse insurance in the group business is a
relatively new idea. In fact, at Manhattan Life,

we're one of the few companies offering this

product nationally.*

But that doesn't mean employers don't want it On

the contrary, they do. And they want it now Which

means if you're not offering spouse insurance to
your customers, your competitors certainly will

The solution to this dilemma is simple and

painless. Manhattan Life. We can provide
up to $100,000 in coverage for each
spouse through payroll deduction.

Either as a separate program or as part

of the existing group life contract. In

fact, if spouse insurance can be

integrated with the current plan, the

cost of coverage is even lower.

As an added attraction, we'll even

consider guaranteed issue with 100

employees. We also have guaranteed
issue up to $10,000 on dependent

children, all at one low rate.

Employers love the program because
they don't pay for it but get all the

credit. And you'll love it because your

persistency will increase as well as

your income.

Call your Manhattan Life general agent
today for more details. Or call me in
New York at (212) 484-9329.

The one thing we can promise you is a prof

itable conversation.

General agency contracts available in all states and
most cities. For details, call Bill Flynn at (212) 484-9329.

5 ErTTNTPNT[1FE GROUP INSURANCE

The Manhattan Life trsurance Company

111 West &7n-Steet, New York, Y 10019

he Manhattan'life Corporation

Bill Flynn, CLU

Senior Vice President

* Benefi:s limited by law in Froriaa and Texas.
All cases subject to home office approval.
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For the second consecutive year,
women have taken slightly more
than 40% of the top honors in
CPCU examinations.

Although previous years' statis-
ties are not available, the Society of
CPCU estimates participation by
women in the educational program
has nearly doubled in the past two
years. About 1,000 of the more than
16,000 people who have received
the designation are female, accord-
ing to the organization.

The CPCU designation can be
the difference between night and
day when it comes to being ac-
cepted by male insurance collegues,
women producers say.

Dorothy A. Duck, a vp with pro-
duction responsibilities and man-
agement duties in commercial lines
for Myers-Baker & Co. Inc. in Chi-
cago, is the national director of the
Society of CPCU's North Central
region.

Ms. Duck, who owned an agency
for more than 10 years before
merging with Myers-Baker, credits
her CPCU designation for insti-
gating the merger.

That designation said something
positive about the agency and her-
self to Myers-Baker principals, Ms.
Duck says.

While some insurance buyers
still don't know what the title

means, those that do recognize the
dedication it takes to achieve as
well, women in the industry say.

The designation shows that
you've been around for a while,
adds Linda Eckland, assistant vp
and producer for the Minneapolis
office of Corroon & Black Corp.

Achieving a CPCU takes up to
five years, so a member of the
group has clearly been in the insur-
ance business and studying various
aspects of the industry for at least a
couple of years, she explains.

Credibility isn't the only reason
more and more women are earning
membership to the group.

A Society of CPCU survey of
women who achieved top honors in
the most recent national examina-
tions suggests that many earn the
designation to fulfill company re-
quirements.

In response to a question about
the most important motivation for
joining the program, more than
half of the women pointed to "job
requirements” or "company pol-
icy."

One respondent said her reasons
for taking CPCU classes were
"pressure from company initially,
but once | started | found that it
was intellectually stimulating and
rewarding in the practical sense.
From then on, motivation came
from within.”

Many of women surveyed empha-
sized the desire to "increase personal
knowledge and learn as much about
insurance as possible." Others sought
to "increase job efficency leading to
possible promotion."

Valerie Sanborn, vp in the Long
Island, N.Y ., office of Rollins Bur-
dick Hunter (see story, page 26),
began the CPCU program without
a push from her employer and then
drove herself to a quick comple-
tion. She finished the course in
three years.

"l always liked the learning pro-
cess and decided | might as well
learn something about my indus-
try," she explains. "After a while, it
got to be an obsession.” .



CONSUMER CREDIT CLASS ACTION INSURANCE
FOR BANKS AND SAVINGS & LOANS

If you think your client' s
Bank or Savings & Loan is
covered for Consumer Credit

Class Actions under your D&O
or Blanket Bond insurance -

you' re mistaken!

Neither D&0O nor Blanket
Bond policies provides protec-
tion in the event of a private
class action claiming non-com-

pliance with Federal Reserve
Board Consumer Credit

regulations.

Only the Consumer Credit
Class Action Insurance Program
from Schinnerer gives your

Gotchal

client' s financial institution this
protection.

Our program is designed
to cover not only actual dam-
ages, civil penalties, and court
costs resulting from private
class actions, but also both
plaintiffs' and defense attorneys'
fees- which often exceed the
actual amount of the penalty!

Consumer Credit Class Ac-
tion Insurance from Schinnerer

is broad coverage for Truth-in-
1£nding, Equal Credit Opportu-
nity, Fair Credit Billing and

Electronic Fund Transfers

regulations.

Coverage is easy to obtain
- just call today for a simple
application. And the price is so
reasonable, (premiums as low
as $800 annually) there' s really
no reason to leave yourself
exposed!

Don't let a Consumer Class
Action put the bite on you! Call
today.

VKOO

<XnNninneter
&Comparly Inc

5028 Wisconsin Avenue, N.W.
Washington, D.C. 20016
(202) 686-2850

40 Wall Street
New York, NY 10005
(212) 344-1000

303 East Wacker Drive

Chicago, lllinois 60601
(312) 565-2424

595 Market Street ,
San Francisco, CA 94105
(415) 495-3444

*In Texas only call toll-free 1-800-392-2462. Coverage not currently available in New York.
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VWhere Personal Attention and

Professional Marketing create

Profitable Answers!

IBS brings you dependable marketing for Excess & Surplus Lines.
Your good judgment now in selecting IBS puts you in a solid
position with your assureds iis market conditions change!

Insurance

Brokers Service, Inc.

230 West Monroe Street

Chicago, IL 60606

Yblephone 312 621-1770
‘Iblex 25-6231

O

LB

LINKED

TOTHE
UNUSUAL

Des Moines. lowa .

Omaha. Nebraska

Sioux Falls. S. Dak.

Madison. Wisc .
Minneapolis, Minn.
Springfield. Mo. .
Bismarck. N. Dak
Billings, Mont. .
Boise. Idaho
Denver, Colorado
Topeka, Kansas
Portland. Oregon
Salt Lake City. Utah

. 515-243-1221

402-393-2040
605-336-0960
6088334567

. 612-3330361

417887-0354
701-223-1112

406-248-7183

. 308-336-7131
. 303-753-0071

913-267-1222
503-224-5081
801-328-3133

the
Crowther

Kansas brokerage

willing to take risk

of promoting women

WICHITA, Kan.-William
Cohen, president of Insurance
Management Associates Inc., thinks
promoting women from within is
risky business. But he says he's
willing to take the risk.

Women fill eight of the 15 de-
partment head or production posi-
tions in his $22 million-premium-
volume brokerage. Women also
hold five of the 14 stockholders' po-
sitions in the firm.

Employees, regardless of sex, are
management material if they show
the ability to handle their jobs sue-

People

Specialists in Excess and Surplus Lines Insurance
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cessfully, get along with peers and
accept additional responsibility,
Mr. Cohen says.

But in promoting these workers,
the manager "runs the risk of mov-
ing them beyond their capabilities,"
and into a hornet's nest of em-
ployee relations problems.

A major promotion Ruts an em-
ployee in an adversary role with
his or her former peer group, Mr.
Cohen says. Former collegues
"tend to want to see the person fail"
and may cut the person out of their
society, he says.

Managers must alert employees
they plan to promote of the poten-
tial loneliness. Women, in particu-
lar, will probably be hit hard, Mr.
Cohen says.

Discuss the ramifications of los-
ing the friendship of former peers,
he suggests, because pressure from
other employees may lead to fail-
ure.

Failure is always a possibility.
Each time managers promote
someone, they're taking a person
who's good at a job and moving him
or her to a position he or she may
not be able to handle.

Problems associated with a mis-
judgment about someone's poten-
tial for promotion are exacerbated
if the person didn't want to be pro-
moted in the first place, he says.

Some employees, especially
women, may have leadership po-
tential but lack the confidence to
seek a management position. For
years, young women weren't
taught to strive for higher positions
in business and so leadership quali-
ties may be dormant, he says.

If managers see those qualities
they have to push the woman to
recognize her potential although
she may be "kicking and screaming
all the way," Mr. Cohen explains.

If the managers are correct, they
may have tapped a great resource
for the agency or brokerage.

If the employee fails after being
promoted, the manager must either
demote or fire the employee, or
keep the incapable person in the
supervisory position.

With either of the first two solu-
tions, the employee suffers because
of a management error, With the
third solution, the agency or bro-
kerage suffers, Mr. Cohen notes.

"Those times are tough when you
make a mistake," Mr. Cohen notes.
"You're pinched up against the
wall.”

But once the manager has made
the commitment, he or she must
keep the person in the supervisory
role, he says.

Then accepting less than sue-
cessful people in management can
cause a moral problem. Others
wonder why management tolerates
less than the best, Mr. Cohen says.

Despite the risks, promoting
the a staff member with the grea-
test potential, whether that person
is male or female, may be the best
route management can take to fill a
vacancy, Mr. Cohen says.

Hiring an outsider means the
new person has to to prove him or
herself to the insiders. He or she
may receive half support from the
employees already there.

The agency or brokerage may
"waste a year" before it can fully
tap the new supervisor's potential
while a promoted staffer could ad-
just much faster, he says. .



Woman producer

says being female
Is 'tremendous asset’

ROCKVILLE CENTRE, N.Y .-
"It's a total fallacy that male clients
don't take women seriously" as
producers for agencies and broker-
ages, says Valerie Sanborn, vp and
producer in the Long Island office
of Rollins Burdick Hunter Co.

Although some insurance tradi-
tionalists disagree, Ms. Sanborn's
five-year tenure with the bro-
kerage backs up her belief. Last
year, she brought in more than $1
million in insurance premiums.

Being a woman can be a "tre-
mendous asset" to selling insur-
ance, Ms. Sanborn says, because

A/BT

Rollins Burdick Hunter is pick-
ing up the $17,000 tab for her de-
gree.

Although Ms. Sanborn says the
large brokers are a long way from
allowing a woman to run a branch
office, she has her eyes set on more
management responsibilities, and
the MBA is one more qualification
to show the brokerage she has what
[ B = e b =— = _ -_—

You're missing out on sales
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if CRMC's self-insurance programs
are missing from your markets.

You're protected with CRMC. when your clients are
prime candidates for self-insuring their workers'
compensation, general liability and employee benefits
plans.

Because essentially all of our progranis are writ:en
through independent agents, our team of risk
professionals concentrates on maintaining its
innovative leadership in loss control, safety, claims
handling, legislative and regulatory and other services
to clients and the industry.

You'll be satisfied when you call on CRMC to work

with you and your growing number of self-insurance
clients.

To find out the details, just call or write us today.

The way to smarter protection
for self-insurers.

(111 ic

Cluitiw Risk .\killat<lIill'lit
G MIM)Irti{)11»

342( Harper
Mit. Clemr, s. Michigan 484)43
(313) 792-6355 TWX: HI<)-231-952(1

male buyers "don't know how to
slam the door in (a woman's) face."
They listen, testing the woman
producer's knowledge during the
first interview. If she knows her

business, she will soon have an at-

SUEerplotective

malwavs there when
aviation coveraze

tentive listener, Ms. Sanborn says.
Like many other women in
agencies and brokerages, Ms. San-
born learned the insurance busi-
ness by beginning as a technician
with an insurance company. She
started in a clerical job to earn

money until she could find a job 1 ..a/,a.a 2.
using her college maijor, art. -
e Sanor sty wiih insur- IS heeded.
ance, moving quickly into an un- 4.5
derwriting post. =3

"l was actually looking for an un-
derwriting position when | came to
Rollins Burdick Hunter," she notes.
But it became clear during her in-
terview, however, that her inter-

Superprotective is the Management Team at
Aviation Office of America, a major aviation insurance
market. He knows there anz people all over the country
who need his protection. So he has the nation's skyways
covered with six professionally staffed branch offices.
They're conveniently located so experienced personnel can
provide quick and efficient service on quotes and policies
based on your local conditions. And you can count on Super-
protective to look after your best interests for a long
time to come. Because with many years of aviation
experience and an aggressive outlook on the

future, our Management Team has the tools
it needs to continue its unbroken record

viewer had a sales job in mind.

"He had to talk me into the (pro-
ducer's) position," she confesses.
"He said that | would be a great ex-
periment."

Ms. Sanborn partially attributes
the experiment's success to her
technical background, but sales

ability is another
part of the out-
come, she adds.

/37 .,

Her sales ap- of first-class service.

proach is "low
key," she says,
and more pro-
tective of her

Thanks to Superprotective and
the rest of the AOA Superheroes, we
offer you broad aviation insurance
capabilities. Our Special Risk Depart-
ment is staffed with top-flight under-
writers who will tailor coverage to
your clients' own unique needs. We
provide very competitive quotes. Our
Claims Control Center handles claims 4% t
promptly and equitably. We offer
innovative plain-language poli-
cies. We've introduced faster

- clients than most

male producers.

"My male eli-

Ms. Sanborn ents know that.

They're relaxed

and honest with me," she explains.

"Males are more competitive with
each other.”

But males have an advantage at

traditional insurance social

policy issuance through compu-
terization. And with a growth #

profile unprecedented in the avia- f

tion insurance field, our stability is

second to none. Join up with the '
Aviation Superheroes of AOA, and *

see how quickly you become a Super- 4

hero to your clients. &=

functions. Taking a client out for
lunch can cause one of the few dif-
ficulties for a female producer
working with male clients.

"You may have problems picking
up the check," she says, but you can
get it if you are persistent.

When she first joined RBH, en-
tertaining was even more difficult,
she notes. The only tickets avail-
able for client entertainment were
for sporting events.

"That's not my style,"” Ms. San-
born says, but now theater tickets
are available to the producers, too. Incorporated

Aviation Office of America

Being a woman has not hurt her
ability to win new accounts, either.
When she's not taking care of cur-
rent clients, Ms. Sanborn has her

HOME OFFICE:

love Field Terminal Bldg., Dallas, (214) 353-1400
BRANCH OFFICES:

Atlanta, (404) 252-1905 Kansas City, (816) 221-1955
Chicago, (312) 346.9411 Los Angeles, (213) 246-8410
San Francisco, (415) 391-9050

Morris Plains (NJ), (201) 538-9668

hands full in bringing in new busi-
ness. - '
"People call me and ask me to /34", 2,-&2121%
come look at their insurance," she
says. "l have more prospects than |
can handle.”

Ms. Sanborn is still expanding
her technical and financial interest
in the insurance industry. After
finishing her Chartered Prop-
ertylCasualty Underwriter desig-
nation, she entered Columbia Uni-
versity in an intensive MBA
program for working executives.
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AUTO DEALERS ONLY Role of women

BEING COMPLACENT IS

IN agency system
VWORSE THAN BEING LAZY.

still not up to par

AET lenh lines

O Don't Let the Direct VVriter

i By LEN STRAZEWSKI
Steal Your Business. y

Some things never change-and
it's a shame, not a blessing.

 Draw the Line With Dealer Cover.

18,

Call or write: Randy R. Foster, Sales Manager.

I *Rvms veu Pm T/

21535 Hawthorne Blvd.. Suite 322. Torrance. CA 90503 (213) 540-9221

Nearly 31/ years ago, | began re-
porting on agent/brokers issues in
the Agent/Broker Topics section of
Business Insurance. One of the first
situations that caught my attention
was the casual way in which agent
and brokers acknowledged a male-
female split in the way an agency
works.

Men, agency and brokerage ex-
ecutives pointed out, worked the
outside. Male producers made sales

The future of your clienfs» .
construction project cou depend
on what you do today.

The difference between suc-
cess and setback. profit and
loss can sometimes rest with

one decision.

That's why it's important

for you to remember the Project
Insurance Policy from Schinnerer
when you're putting together the
insurance package on your client's
next construction project. It is
the obvious solution to one very
important problem your client
must face as a project owner:
Adequate professional lia-

bility protection for the design
team on your client's

5028 Wisconsin Ave. N.W

Washington, D.C. 20016
1202) 686-2850

303 East Wacker Dr;ve
Chicago. lllinois 60601
(312)565-2424

ne*t project..
Features including cover-'
age for the entire design team for,
the duration of a project and be. F
yond, at limita up to $75 million ]
-all through CNA-meanioud
Project Insurance doesn't leave
the important matter of your f

client's insurance protection i
to chahcel

Coverage for this] program is provided by
i -} :Continental Casualty Company. one of
i - the CNA insurance companies.

*Tter O. i 6

Scninneer

i *Company Inc.
-Tbe first is still the best

Twenty-five years of - j i Program Administrators &

experience in Architects' and
Engineers' Professional Liability i
Protection go into our Pr6ject
Insurance Paticy ;
So this decision should be -
easy-Call us for a quote.

595 Market Street J
San Francisco. CA. 94105 1

1(415) 495344*i ,

40 Walt Street
New York N.Y. 10005
(212)344-100(3 i

Underwriting Managers i

calls, looked over worksites and de-
livered policies or claims checks
when the personal touch was called
for.

VWomen worked inside, an-
swering telephone calls from poli- 1
cyholders, looking up coverage de-
tails, typing policies and usually
rating risks and issuing binders on
behalf of their mobile male coun-
terparts.

The jobs, however, weren't sepa-
rate but equal, despite some at-
tempt at professional titles. Men or
"account executives" clearly had
the upper hand, the business lunch,
the sales commission and usually
the bigger base salary.

The women, usually called "ac-
count technicians" or "policy ana-
lysts" managed the message pad,
ate chicken salad at their desk and
earned lower pay that reflected the
lower salary levels of clerks and
typists in other industries.

Although-large, national broker-
ages clearly lead the way in equal
pay and equal opportunity, it was
not uncommon for a male producer
of vp or higher rank to say, "Let's

have lunch. I'll have my girl call
your girl."

As associate editor of BI, | didn't
have "a girl." | had two female

bosses (and still do), who would tell

a caller where to go if he treated
them like flunkies.

With this in mind, | wasn't too
surprised when a top executive for
a large national brokerage told a
seminar group that if he were start-
ing a new agency, he would hire
three male producers and nine fe-
male insiders.

| don't even think he was being
intentionally -«
sexist. | think he
was describing,

16

nonjudgmental
manner, the way M) TI

things were in 7

the business.

help direct the
coverage of
Agent/Broker Mr. Strazewski
Topics and am

not pleased to say that the role of
women doesn't seem to have
changed much in the past three
vears.

While doing research recently on
broker personnel trends for an
analysis of the public brokers’
quarterly results, | was surprised to
hear from insurance recruiters and
employment agencies that the
male-female division of labor in
the business still exists. In fact, it
was becoming exaggerated by eco-
nomic stress.

As the economic recession and
the insurance industry cycles took
their toll on agent/broker profit-
ability, managers began returning
to the old ways. A commitment to
"equal pay for equal work" still
exists, the recruiters said, but job
competition trends still show that
women work cheaper.

Associate Editor Donna Yanish's
report on women in the
agent/broker business confirms
what | have heard and seen for the
past three years. Women still take
the back seat in most commercial
insurance sales organizations.

Although the pioneers that Ms.
Yanish interviewed are showing a
strong guiding light for women in

the industry, there's still a lot of
A= r e == _ -



Well control rates could rise

Continued from page 2

"The frequency of insured blow-
outs has fairly dramatically .in-
creased the last two to three years
and obviously, with inflation, the
amount of loss has increased in
cost,"” Mr. Hiscock says. "So un-
derwriters would be looking for in-
creased rates for thoseinsureds
without exemplary loss records."

But few, if any, oil drilling and
related companies have good loss
records these days, the L6ndon
market is saying. Companies are
scrambling to find oil and gas, often
drilling into high-pressure gas
pockets 30,000 feet under the sea-
bed. As they search harder, the risk
of a blowout is greater.

"There are an astronomical
number of holes just pincushioning
America," says Alistair MeGill, a
broker for the energy division of
Alexander Howden Group Ltd.

For example, between July and
September 1981, more than 19,000
wells were drilled in the United
States, according to the American
Petroleum Institute.

"There are so many oil areas
being explored; if you hit a high
pressure of gas, you are in trouble,"
Mr. McGill warns.

But the increasing number of
wells drilled may not be the only
reason for an increase in the
number of blowouts; the skill of the
crews drilling the wells could also
be to blame (Bl, May 18, 1981).

And blowouts cannot be pre-
dicted on the basis of geography or
the company doing the drilling, un-
derwriters say.

"No one can say one well in one
part of the world is more prone to
blowout than in another part of the
world. Itjust happens," said Mr. Hi-
scock, who reinsured both the
Sedco 250 well off Angola and the
Ocean Ranger, a semi-submersible
drilling rig that sank off New-
foundland last month (BI, Feb. 22).

It is interesting, however, that
rigs drilled in the North Sea have
the lowest loss records for blow-
outs, Mr. Hiscock said.

"There have been few blowouts
in the North Sea. The last one, |
think, was the Ekofisk Bravo in
1977, because the blowout preven-
tor was installed incorrectly,” he

said.

"But one would have to ask why
in the North Sea there are rela-
tively fewer blowouts than else-
where. Perhaps more qualified ex-
perts are hired to drill for rigs in
the roughest sea in the world."

But while areas cannot necessar-
ily be pinpointed for poor loss rec-
ords, the cost of cleaning up after a
blowout varies according to the
well site.

"The cost of controlling a well on
land in, say, Alabama has to be
cheaper than the same blowout at
the same depth under 10,000 feet of
water,"” Mr. Hiscock said. "Off-
shore, you have to get in a specia-
lized drilling barge, which can cost
$100,000 per day."

And sometimes, as in the case of
the Sedco 250, up to three barges
may be needed to cap a well.

Mr. Hiscock said drilling com-
panies may experience additional
problems when operating near the
Philippines or Indonesia, where
high volumes of hydrogen sulfide
gas are present. And the special
barges needed to cap a blowout
may not be readily available in re-
mote areas. They must be brought
in, and that costs time and money.

London insurers also have ad-
justed well control insurance pre-
miums according to how much it
costs to control a blowout in various
areas of the world.

For example, the initial rate for
onshore wells in Area 1, which in-
cludes most of the United States
and Canada, is 62 cents per foot
drilled.

Coverage for rigs drilled in Area
2, which includes Wyoming, Utah,
Montana, Arizona, New Mexico,

Colorado, Texas, Louisiana, Missis-
sippi, Alabama, Florida, Alaska
and portions of Canada north of
60th parallel, is initially rated at
$1.50 per foot drilled.

Rates are higher in Area 3, which
covers offshore wells off Vene-
zuela, in the Gulf of Mexico and in
the Gulf of Korea. The rest of the
world, including the North Sea, is
included in Area 4, where the rates
are the most expensive.

Arctic and Antarctic regions are
not listed on the insurers' schedule
because of a drilling moratorium.

Well control insurance premi-
ums are adjusted for other factors
besides geography, Mr. McGill says.
For example, insurers rate wells
according to their depth.

Companies also can receive dis-
counts from insurers if they take
out large decuctibles or buy a
worldwide policy that covers a
large number of wells. =
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/'The Established Leader:

For Discerning Executive Search
To The Insurance Industry

The hallmark of Paul E. Runkle and his associates was their in depth, personal search and placement
procedures. David M. Ricaud, a long time member of this prestigious Scarsdale firm, will carry on this
tradition of excellence in executive search.

» Thorough Comprehension ol Position Requirements

* Keen Insight Into Successful Interpersonal Business Relationships
« In Depth Candidate Profiles and Personal Interviewing
« Excellent Record of Executive Search and Placement

EDavid OVI. *@ud *tssociaku

3 South Broadway-Suite 24 Irvington, New York 10533
(914) 591-6866 M.

R PAST.
Ff

Business Insurance offers you a new
and vital service ... the Bl Editorial Index.

It's ideal for reference and research, a fast, easy-
to-use, and thoroughly invaluable tool for corporate
risk, employee benefit and financial executives and
their corporate libraries.

When you need immediate access to pertinent
in-formation with which to make decisions o,
respond to management's needs, avoid flipping
through back copies and turn to the Bl Editorial

Send now for this indispensable time saver. The
first annual Editorial Index for 1981, in hardcover,
is just off the presses. It sells separately for $95.00.
Buy the 1982 full subscription, including three
quarterly reports plus the cumulative annual for
just $75.00. Or save $20.00 with the combined 1981
and 1982 subscription for $150.00. (Foreign postage
is additional.)

Index. The simple, integrated format by subject,

persons quoted and companies mentioned, lists

Here's an important extra. Subscriptions to the

every article, happening, and breakthrough Index also include access to the Crain

reported in the weekly pages of Business

Insurance.

Bl covers all the information you
need. The Bl Editorial Index chronicles

that data for you: « risk management

Information Centers in New York and
Chicago between publication of
O quarterly reports. Mail the coupon
15-. today. If time is money, you're
about to save a bundle.

news/features - employee benefits

news/features « property/casualty topics
= legislation - financial news « market

®MUSIIZeSS

trends - losses and claims settlements -

and much more.

a publication of Crain Communications Inc.

- Business Insurance Editorial Index

220 E. 42nd St.
New York, N.Y. 10017

I El Send me just the 1981 Index
| El Send me just the 1982 Full Subscription
0 | want to subscribe to both 1981 and 1982

0 Bill me, EI Bill my company

Name Title

f Company

Address

I Clty State =Zip
Phone
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MGM Grand, excess insurers contest cover

Continued from page 1 claim to respond to the lawsuit filed
estimated the total amount of the against it Feb 16, he added

property damage at about $50 mil- An endorsement contained in

, lion plus more than $35 million for INA's excess policy reads "This in-

business interruption losses (BIl, surance is excess insurance and
Dec 1, 1980) Industry observers at shall not be called upon to pay any
that time did not think the loss loss insured there under until such
would pierce INA's excess layer
Since MGM is continuing to re- only this company's portion of the
port rebuilding costs in proof of loss loss "
amendments, it appears possible The INA spokesperson declined
that the total property loss claimed to speculate on the insurer's liabil-
by MGM may exhaust or nearly tty for a loss that pierces its excess
exhaust its $215 million in property layer but has not been entirely paid
by underlying insurers according
The business interruption por- to their limits
tion of the loss, included in prop- INA's policy also included a re-
erty policy limits, was settled with placement cost endorsement, per-
insurers in November 1981 for mitting MGM Grand to substitute
$628 million The hotel was closed the replacement cost for the actual
from Nov 21, 1980, until July 29, cash value of its lost property in
1981 any claim. Kemper's policy was

"There is a continuing disagree- written on a replacement cost basis,
ment between the claimant's ex- too

loss exceeds $175 million and then

insurance

perts and our own on the amount of
the loss," said a spokesperson for MGM's property insurers cooper-
Kemper Group The insurer is pur- ated with their policyholder to re-
suing two tracks to resolve the dis- construct the hotel and casino as
pute-the declaratory Judgment quickly as possible These represen-
petition and out-of-court negotia- tatives, including those from INA,
tions, he said "did not oblect, or contest coverage

"We are not closing the door on for, and approved, authorized and
out-of-court settlements,” he em- acquiesced in the expenses in-
phasized "In fact, we have very, curred by MGM " to repair the
very recently sent to MGM a sug- hotel and casino, MGM states in its

gested methodology for coming to a suit against INA
resolution out of court "

Immediately following the fire,

“Since the underlying limits

"MGM reasonably relied upon construction measures being taken cies," the suit continues
have not been paid out, we were the approval and ».express and im- and the kind and quality of materi-

Hotel firm settles 204 additional claims

LAS VEGAS, Nev.-MGM Grand Hotel Inc. will Co., California Electric Construction Co, architect
pay more than $15 million to settle 204 claims aris- Martin Stern Jr., Orvin Engineering Co., Clark
ing from the November 1980 fire that killed 85 and County, Nev, Continental Mechanical Corp., Up-
injured 700 people holstery Supply Co, Otis Elevator Co. and Del E.

Most of the claims were for smoke inhalation, but Webb Corp (Bl, Sept 28,1981)
the large out-of-court settlement also included 14 Many of these defendants argue that Nevada's
wrongful death cases. MGM has settled more than six-year statute of limitations makes them immune
2,000 of about 3,000 total fire-related claims for an from lawsuits because their work on the hotel was
undisclosed amount completed more than six years before the fire

"The settlements are consistent with an aggres- Plaintiffs argue that Nevada's law is unconstitu-
sive policy to reasonably settle as many of these tional
claims as quickly as possible, said an attorney rep- MGM Grand Hotel, which has cross-complained
resenting the hotel-casino company against these defendants and others, argues that

The 204 claims represent all of the clients of building contracts provided for the application of
plaintiffs' attorneys Neal G. Galatz of Las Vegas and California-not Nevada-law. Because California's
James L Fetterley of Minneapolis. Mr Galatz has statute of limitations is 10 years rather than six, con-
submitted his resignation as co-chairman of the tractors are still subject to suits under California
plaintiffs' legal committee. Mr. Fetterley, another law.
committee member, also will leave the litigation. U S. District Judge Louis C. Bechtle, who is pre-

Mr Galatz said he represents a number of clients siding over the multidistrict litigation, will hear ar-
with claims still pending against other defendants guments on this issue March 9 in Los Angeles A
named in the fire litigation Some of the claimants decision is expected soon.
who settled with the MGM Grand are pressing ac- If Judge Bechtle dismisses building contractors
tions against hotel contractors, subcontractors and from the suit, plaintiffs will lose millions of dollars
architects. in potential damages Some of these defendants

So far, not one of these defendants has contri- carry high limits of liability insurance, including
buted to fire-related settlements, Mr. Galatz said. $100 million by California Electric Construction Co.,

Besides the MGM Grand Hotel, at least 10 com- a unit of GK Technologies Inc; $150 million by con-
panies have been sued by fire victims and their fa- struction subcontractor Del E Webb Corp., and $275
milies million by Otis Elevator Co, a unit of United Tech-

Among the defendants are Taylor Construction nologies Inc

Puritan Insurance Co for $75 mil-
The first $50 million in property lion, Lexington Insurance Co for

under the impression that the loss plied representations made by the als being used by MGM to rebuild, insurance has been paid, including $15 million, Northbrook Excess &
would not pierce our layer," said an representatives of its insurers, in- repair and replace the MGM Grand Mutual Fire, Marine & Inland In- Surplus Insurance Co for $25 mil-
INA spokesperson The insurer is cluding INA, that the expenses in- Hotel and Casino were within surance Co for $25 million, Pine lion, and Holland-America Insur-

now investigating the disputed curred to reduce the loss, the re- the coverage of its insurance poll- Top Insurance Co for $25 million, ance Co for $225 million

EPA announces closure coverage rules

Continued from page 2

Fire & Marine Insurance Co, has writing any profitable insurance," ing its third-party liability risks as ing capital of at least six times esti-

alternatives for most operators in expressed a definite interest in Mr Nardi says "We're still at the well, since the pool would want to mated closing costs, and assets in

the face of an insurance industry writing the coverage
that IS Stlll coming to grips with St Paul has worked closely with
closure/post-closure coverage

EPA officials in designing a possi- ance Companies, will meet in

exploratory stage " be fully aware of its management the United States worth at least six
St Paul, along with other insur- practices before accepting a risk times total closure/post-closure
In a sense, you need to know costs

According to several consultants, ble program for this exposure Jo- Washington this week with EPA what's going on there," Mr Kelly A second test, one that applies to
insurers and EPA officials, most in- seph Nardi, senior underwriting of- officials to give them its view of the says of the knowledge an insurer utility companies, replaces the net

surance companies are waiting to ficer for the Minnesota-based in- new regulations.

see the agency's regulations before surer, confirms that St Paul still

making a commitment on offering has the coverage under considera- ance Assn, a pool of property/casu- would want to be in all the way"

the coverage tion

would gain by taking the third- working capital standard with high
The Pollution Liability Insur- party exposure "That's why we bond ratings from either Standard
& Poor's Corp or Moody's Invest-

alty Insurers recently formed to Closure/post-closure coverage is ment Services Inc This step was

However, one insurer, St Paul "Certainly we're interested in write pollution liability Insurance, similar to "a life insurance policy," taken so that utility companies,

FROM THE DELAWARE COLLECTION

CONTINENTAL AMERICAN
LIFE INSURANCE
COMPANY

Delaware. the Diamond
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pany, It's the perfect setting
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also has not committed itself to Mr Kelly says, in that an insurer which often do not have sufficient
writing closure and monitoring expects to accumulate funds over a net working capital to meet the
coverage facility's anticipated life span- first test, will not be subject to dis-
Pollution liability coverage, generally set at 20 years-to pay a crimination, Mr Skinner says
which protects compan:es against claim it knows will someday be If the facility is owned by a sub-
third-party liability exposures re- made sidiary of a parent company, the
sulting from pollution incidents, is When a waste site closes early, parent may pass the test and qual-
separate and distinct from clo- Mr Kelly continues, there is an im- ify the site for self-insurance.
sure/post-closure insurance mediate demand for coverage be- This option could to be popular
Ambrose Kelly, PLIA manager fore an insurer has had an opportu- with major corporations for which
and general counsel and secretary nity to accumulate funds to pay the It would make sense to self-insure,
of American Mutual Reinsurance claim notes Mr Nardi at St Paul
Hazardous waste site operators One consultant, Michael J
study the matter this week at a that choose to self-insure their clo- Murphy, chief operating officer of
meeting of its underwriting com- sure/post-closure costs must pass Washington-based Risk Science In-
mittee, but does not expect quick one of two tests of financial ternational, feels the self-insurance
action, if any strength provision could have considerable
PLIA was established to write The first test, says John Skinner, tmpact on the market for clo-
pollution liability insurance only, director of the EPA's state pro- sure/post-closure insurance
Mr Kelly says, and this would be grams division in the office of solid "| believe they (operators) would
the first stumbling block to accept- waste, is for manufacturing com- prefer to self-insure," he says
ing closure/post-closure risks panies that can first show a tangi- "Why insure when you know
Mr Kelly says he doubts that ble net worth of more than $10 mil- what the risks are?" he asks "You
PLIA would write this coverage for hon These companies also must insure when you don't know the
any disposal facility without insur- demonstrate they have net work- risks " B

Corp, says his organization will

Transit system not liable for crime: Court

NEW YORK-A woman as- tect a passenger from crime in sub- tim, and Mr Michelman contend
saulted and raped 19 years ago in a ways or to supply additional police the MTA was liable because private
Metropolitan Transit Authority protection for the system bus companies railroads and other
subway station plans to appeal a The decision extended to the common carriers traditionally have
state Court of Appeals decision that MTA, a municipal body, legal im- been held liable m similar situa-
frees the MTA from liability for the munity that is enjoyed by munici- tions
erime palities but not by private operators Mr Michelman's client was

Harvey J Michelman, the ofbus and rail lines granted a $50,000 award m 1976
woman's attorney, says he plans to The ruling, Mr Michelman con- The decision, however, was over-
file an appeal in federal court tends, diminishes protections that turned in 1978 by a state Appellate

The state's highest court, in a lower courts had previously given Term Court
Feb 18 ruling written by Judge to subway passengers and denies Mr Michelman argues that the
Bernard S Meyer, freed the system equal protection under the law MTA could have prevented the as-
from liability when it declared the Daniel Ross, an attorney repre- sault if it had taken extra steps to
MTA is not legally required to pro- senting another subway crime vic- combat crime
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CU says Hyatt attempted to Ecut deal’

Continued from page 2

coverage of Hyatt. In exchange,
Hyatt would agree not to press cer-
tain unspecified claims against
Commercial Union.

Mr. Reuben, in an interview with
Business Insurance, declined to
elaborate or confirm his discussions
with Mr. Cozen.

"It's just unseemly for lawyers to
talk about their aborted settlement
negotiations in public and I'm not
going to do it," he said.

Mr. Reuben said the only issue is
what Mr. Cozen or his associates
told Judge O'Leary about CU's cov-
erage of Hyatt.

"We say they are bound by the
position they took in December and
that is they are on the coverage (of
Hyatt),7 Mr. Reuben added.

Commercial Union wrote a $1
million primary liability policy and
a $10 million umbrella policy for
Hallmark Cards Inc., whose subsid-
iary, Crown Center Redevelop-
ment Corp., owns the Hyatt Re-
gency Hotel building here that
Hyatt managed.

The insurer maintains in letters
and legal papers that its coverage of
Hyatt ended when construction of
the building was completed.

Hyatt's first excess insurer,
Northbrook Excess & Surplus In-
surance Co., is defending Hyatt and
Hallmark/Crown Center and has
made settlements on their behalf.

Hyatt, Hallmark/Crown Center
and numerous other defendants are
accused in a federal court class ac-

, tion of negligence in the July 17
collapse of two suspended skywalks
in which 113 people were Killed
and at least 200 others injured. The
Cozen-Reuben exchange is part of
Hyatt's effort in state court.to ob-
tain a ruling on its insurance cover-
age available to satisfy claims esti-
mated at between $90 million and
more than $1 billion.

In U.S. District Judge Scott O.
Wright's courtroom, settlement
talks among plaintiffs' lawyers and
insurer-hired attorneys for Hyatt
and Crown Center/Hallmark have
been halted by the defendants be-
cause of a dispute over whether the
defendants will get "credit" for set-
tlement amounts in any ultimate
punitive damage award (BI, Feb.
15).

Judge Wright is considering the
question.

The sworn affidavit accompany-
ing CU's state-court response to
Hyatt's request that Mr. Cozen be
removed provides a detailed ac-
count 'of a series of telephone con-
versations which Mr. Cozen, as
CU's lead counsel, held during No-
vember and -early December with
Mr. Reuben, as Hyatt's attorney.

Mr. Cozen, of the firm of Cozen,
Begier & O'Connor, describes a tel-
ephone conversation he says took

' place on Nov. 5 with Mr. Reuben,
of Chicago's Reuben & Proctor
firm.

"(Reuben) told me that he
wanted to 'cut a dekl"with Com-
mercial Union and its line of cover-
age. | told him | was always willing
to talk and saw a commonality of
interest between Hyatt, Hallmark

- and the Commercial Union line.

"1 told him that I did not 'cut
deals' with anyone until | heard
them out and analyzed the situa-
tion, but that there would be no
deals made with anyone without
the participation of Hallmark."

Mr. Cozen's affidavit also cites a
Nov. 16 telephone conversation
with Mr. Reuben in which Mr.
Cozen raised the implications of
Endorsement No. 18 on CU's policy
(regarding exclusions from CU's
coverage) as well as provisions of
an "indemnity agreement” con-
tained in the secret management
agreement between Hyatt and
Crown Center/Hallmark.

"After lengthy discussions, (Mr.

Reuben) indicated to me that he
could recommend t6 his client an
agreement whereby we would re-
serve any and all arguments with
regard to the ultimate net loss pro-
visions of our policy and coverage
for punitive damages as well as
other exclusions, but only if we
would acknowledge Hyatt as an ad-

ditional named insured under our

policy," Mr. Cozen's affida*it says.

"He asked that we also agree
not to raise the Indemnity Agree-
ment or the breach thereof by way
of counterclaim with the under-
standing that we could reserve the
right to do so in the future, if neces-
sary, by way of courterclaim or by
way of separate action."

Mr. Cozen says Mr. Reuben then
asked him to put their discussion in
a letter as a proposal from CU,

An A

which Mr. Cozen says he did on
Nov. 23. On Nov. 27, says Mr.
Cozen, "l again spoke to Mr. Reu-
ben on the telephone" and advised
him that "there was a serious ques-
tion regarding any coverage for
Hyatt as | had indicated pre-
viously."

Mr. Cozen’'s affidavit continues:

"(Mr. Reuben) asked me whether
or not we could make a 50/50 deal
on the ultimate net loss provision
by reserving our rights as to 50% of
defense costs and guaranteeing the
other 50% of defense costs.”

Mr. Cozen says Mr. Reuben indi-
cated that the suggestions about
reservation of rights from the ear-
lier telephone call were agreeable.

Mr. Cozen says he then agreed to
take the latest proposal to CU offi-
cials with the understanding that
he had "a very serious problem in

recommending” it. On Nov. 30, Mr.
Cozen asserts, the Hyatt lawyer te-

lehoned.
'In that discussion, he indicated

pressed a similar view in a Dec. 8
letter to Mr. Reuben.

The CU papers filed Feb. 19 also
include as an exhibit a copy of an

to me that his client was prepared - unsigned Dec. 11 letter to Mr.

to make considerable concessions if
we would recognize Hyatt as an in-
sured for the purpose of the July
17, 1981 incident,” Mr. Cozen's
davit says. "l told him that we had
serious reservations concerning
any such agreement,.but that | in-
tended to pursue the matter further
with our clients and with the peo-
ple from Hallmark."

On Dec. 3, Mr. Cozen's statement
says, he learned that Hyatt had
filed court papers making further
allegations about CU's coverage re-
sponsibilities.- The CU lawyer says
he then telephoned Mr. Reuben
and said an agreement was "unten-
able” at that time. Mr. Cozen ex-

. business

iNnNsurance

announces

Cozen over the name of Mr. Reu-

ben and on the Reuben & Proctor

letterhead.
affi- "I know a turndown when | see
one," the letter says. "I am disap-

pointed. | would not have strung
me out the way you did, having me
go back to my client several times
and obtaining the concessions you
required. | also think | would have
called when you made - your deci-
sion Thursday, Dec. 3.

"l want to give you comfort,"” the
letter concludes. "None of the
papers that have passed between us
will be used by me at any time, any

place, to your or your client's preju-
dice.”

nalytical Approachto
Risk Management”

The State-of-the-Art in Managing the Risk and Uncertainty of
Insurance and Safety Dedsions, and the Protection of Corporate Assets
presented by Dr. Kenneth R. Oppenheimer

Predicting losses and identifying exposures. Selecting the

retention level. Evaluating loss prevention programs.

Every dayyou are faced with difficult judgments concerning
these and other vital issues. Yet all too often, you may have had to rely
on your intuition alone or simple rules of thumb to make such critical

decisions. No longel

Now there is a powerfully effective, disciplined approach to help
you manage the uncertainty inherent in all risk management decisions.
Based on Decision and Risk Analysis concepts and techniques that
have been developed, tested, and applied in numerous industries over
the past 20 years, it will answer your need for a systematic approach to
arriving at and justifying recommendations.

This intensive one-day briefing will help you overall in communi-

cating effectivelyabout uncertaintyand risk. More specifically, you will

learn how to:

« describe loss exposures using the language of probability

* make explicit your compapy's attitude toward risk
= improve your ability to forecast losses

« ensure the right questions are asked in identifying exposures

« quantifyyour company'yffsk tolerance

* manage your portfolio of risks with a coherent and systematic

About the Speaker

Dr. Kenneth R. Oppenheimer, President of

Decision and Risk Analysis, inc., of Palo Alto,

California, specializes in executive education
and the application of decision and risk
analysis to corporate decisionsin the insur-

ance, fire protection

, banking. wood and

paper products, data processing, cattle

feeding, and oil and

gas drilling industries.

Prior to founding Decision and Risk Analysis,

set of principles -
< ind much more

Most important. you will break clown the barriers that have
isolated the risk management function because the concepts you will
learn here apply to all areas of corporate management, not to risk
management alone.

The "Analytical Approach to Risk Management" provides the
language, philosophy, and methodology that will enable you to partici-
pate effectively in corporate decisions reaching far beyond the tradi-
tional boundaries of insurance purchasing and loss control.

Your judgment plays the critical role. So make your first decision
toward better decision-making and call for a brochure detailing the

program agenda and registration. Don't delay-attendance is limited to
35 executives in each session.

For more information, call Beth Levine
Business Insurance
220 East 42 Street, New York; NY 10017
(212) 210-0229

Inc., he spent five years with the Decision
Analysis Group at S.R.1. International (formerly
Stanford Research Institute). His academic
background includes a B.S. in mathematics,
from Tufts University, and a M.S. and Ph.D. in
Engineering-Economic Systems from Stanford
University. While at Stanford. he was a
member of the Decision Analysis Group at
Xerox Corporation.

Seminar Dates

May!7 New York St. Regis-Sheraton
May 19 Chicago The Ritz Carlton

May 24 San Francisco The Fairmont

lune 14  New Yyork St. Regis-Sheraton
lune 16  Chicago The Ritz Carlton

lune 21 San Francisco  The Fairmont
Agenda

1. Introduction to decision and risk analysis

2. A risk management decision (case study>

3. Assessing the probabilities of loss

4. Assessing the corporate attitude toward risk
5. Analyzing risk transfer alternatives (case study)
6. Analyzing risk control alternatives (case study)
7. Conclusion
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Kasten revises product liability proposal

Cont:nued from page 2 in the Senate, include DES, the court said when a product causing
salers to product liability lawsuits, misuse of * Products would be presumed non-de- injury is nace by many different manufac-
products, product alteration and identifying fective if they complied with appropriate turers and the specific manufacturer can't
the manufacturer of a defective product re- federal standards The first Kasten draft bill be ide,tified, liability must be divided
strengthened a manufacturer's defense If its among them based on market share

= Who_ esalers and distributors would be

main virtually unchanged
In his first draft bill proposed last Octo- products also conformed with local or state
ber, Sen Kasten suggested manufacturers safety standards
of major home appliances, like dishwashers, "Congress is in the position to Judge the unless:hey also made the product
could not be sued 20 years after they deli- weight federal safety regulations should be « Manufa.turers no longer could be held
vered a product A 10-year cutoff would given It is not m the position to decide how liable for fai ing to warn of obvious product
have been imposed for other products much weight state and local safety stan- dangers
Those two cutoffs have been removec dards should receive,” a source said m de- - Manufacturers would be protected
These statute of repose changes followed fending the change from most product liability lawsuits if their
a recognition that product liability Suits in- « Compliance with National Highway products -vere altered or modified
volving very old products are, by anci large, Traffic Safety Administration or federal I Product liability awards would be re-
limited to manufacturers of capital goods Food and Drug Administration standards duced by the extent that a plaintiff's negli-
built to last for decades would not be an absolute defense against 11- gence cawee an accident
Consumer goods often wear out or are ability, as the original bill suggested < An emoloyer or its insurer could not
thrown out just a few years after they are That change was made because of the rec- obtain comDensation from the manufac-
made, reducing those manufacturers' expo- ognition that NHTSA and FDA regulations turer 10 -ec,ver its workers compensation
sures to older product suits are only minimum standards and should not costs in rcduct liability cases involving
However, the change is bound tc anger bar recovery workplace azcidents
some manufacturers who favored tighter » Testimony from expert withesses in a * Punitn.e damages would be allowed,
restrictions on the time an injured con- trial is not, by itself, sufficient to establish but a plaintiff would have to prove that the
sumer has to file a product liability lawsuit that a product was defective Expert testi- harm suffered was "the result of the reck-
(Bl, Dec 14, 1981) mony must be backed up with "substantial, less dpsregard of the product seller for the
As a result, some manufactuers might oblective evidence," under a new provision safety of ihe product user”
throw their support to legislation, H R 5214, added to the bill Although business support for federal
proposed by Rep Norman Shumway, R- Other key provisions proposed in the first product liability legislation to pre-empt
Calif, that has a tougher statute of repose bill remain They include state law is growing, the prospects of such
provision (see story, page 2) « A plaintiff would have to prove "by a legislation being enacted soon remain slim
But the changes could soften resistance to preponderance of the evidence" that a prod- Desoite a major educational and lobbying
federal product liability legislation oy con- uct was made by a specific manufacturer in effort by business groups, most congressmen
sumer groups that have vigorously resisted order to establish liability still don'. understand product liability prob-
the enactment of statutes of repose at the That provision would challenge the 1980 lems, let alone the solutions In addition,
state level landmark California Supreme Court deci- Assn of Tr,ial Lawyers of America is ex-
Other changes in the Kasten bill, the only sion in the Sindell case In that ruling, pected to fght federal tort reform legisla-
major tort reform measure under discussion which involved the anti-miscarriage drug tion -

immune .ro-n most product liability suits

classified advertising

RATES AND CLOSING TIME:

Shumway's proposal

Contznued from page 2
year statute of repose only for major capital
goods, like printing presses For other prod-
ucts there would be no limitation on when
suits could be filed. And, Sen. Kasten's draft
bill excludes any time limitation in cases
where an injury takes years to manifest it-
self

Although Rep Shumway's bill hasn't re-
ceived much publicity, it has picked up sup-
port from yet another business group that
wants a federal product liability law. The
Coalition for Uniform Product Liability
Laws, a small association of larger firms, led
by Colt Industries Inc of New York

The much larger Product Liability Alli-
ance is backing Sen Kasten's bill

Mr Shumway's bill also differs in other
ways from the Kasten proposal For exam-
ple, the Shumway measure would make It
more difficult to sue a manufacturer if its
products conformed with federal, state and
local safety regulatiods, Under Sen Kasten's
revised bill, only conformity with federal
standards would be relevant

In addition, Rep Shumway's bill would
limit the amount of punitive damages a
plaintiff could collect to twice the amount of
actual damages, not exceeding $1 million
Rep. Kasten's bill doesn't cap them

Meanwhile, Rep Henry Waxman, D-
Callif, is expected to introduce yet another
federal product liability bill. His bill, which
was drafted by House Health and Environ-
ment subcommittee staff members, is ex-

the pected to be more attractive to consumer

groups because of fewer restrictions on filing
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WELL ESTABLISHED PROPERTY &
CASUALTY AGENCY SEEKS MERGER
OR SALE

Revenues atout $300,000 Excellent
markets, 70% commercial Los An
geles Basin area Drincipal willing
to remain Reply

Box 529, BUSINESS INSURANCE
740 Rush St Chicago, 111 60611
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pand ng New York City At
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reccd *vith local agents Ad
rrint-tranve background an ad
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Northwest Chicago Subutban
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VP WET MARINE-Top 10 broker with a growing marine dept
currently seeks a result-onented VP This :s an aggressive
leader in the local marketplace with regional acets You will
service a book of businebs which includes energy nsks. hull
& cargo. supervise a unit of 9 & report directly to the branch
President 10 yrs with good track record is required $65%
ASSOCIATION PRODUCER-If you have proven track record for
pi oducing comm bustness & would like to be compensated for
your efforts, this is worth conbideration My client firm has
long enloyed a local reputation for being a pure quality compet-
itor an the mid west marketpl/ce They wnte association,
franchise & group comm P&C business & are growing so fast
they need more halth people to cover the turf This position
requi, es travel, good Communication skilib & a high energy
level & OPEN

INTERNATIONAL CAS U /W MGR -This is a top 20 co with

Zionohers trodful w utholltfwith hi ¥tibilit7 87WAXij

A seasoned pl ofetsional with a solid domestte bkgd as a base
for top not.h International exp As the ideal candidate $45%
BROKERAGE AND SPECIAL RISK-RAY J CROWLEY
CAPTIVE ASSOCIATION MGR -This ts a major alphabet firm
located in one of the most viable areas in the country This
position requires a strong prop & cas professional with at least

Insurance Management
vps directors nianagers of
insurance risk benefits
compensation safety

Box 524, BUSINESS INSURANCE
740 Rush St , Chicago, 111. 60611

-Risk Management

O Corporate

- Insurance
Company

security etc 5791
NaHond

Government Associations,

Placement
Unions, Educational
- Brokerage

MARTY HODES, ARM 1
(212) 697-3358

Institutions 1061

Commercial Consumers

Sub total 23,000

Request For Proposal

INSURANCE
ADMINISTRATOR/

Insurance Agents
& Brokers 9741

Send forfree brochure

Insurance Cos 4735

"Rewarding Careers

Financial Institutions 303 - . "
in Risk Management

Actuarles Attorneys
Adjusters Appraisers
& Consultants

IRM Division

2208 R
Jnsurance RisA 1

Others allied to the field 776 5 yrs exp Exposure to large risk & national aects is a neees- B RO KE R - Management
sity The ideal candidate will be technically proficient as well —
TOTAL 40,763 as production oriented You must be able to act as d Risk Mgr - Career Guides Agency .9

for the members of the association as well as bring on new
members Thts captive is already ope. ating $$ OPEN
FINANCIAL ANALYST (MBA)-Major national broker expand-
ing in the risk t,ervices area If you have an MBA m Finance
or Economies with or without prop , cas exposures. this could
be a great catalyst foi your career This position will deal with
the structuring & marketing of alternative programs for the
insureds This division will generally work with Fortune 1000
type accts Major elly locations as well ab some Ima'ler less
dense areas available $ DOE

EMPLOYEE BENEFITS SPECIALIST-If you /re mvolved in the
production of or servicing of employee benefit accts, whether
It be thru an agency or co . this could be a great oppt to

Insurance Broker is needed to act as an Ad- 415 Lex Ave, NYC 10017-

ministrator for funded units of the New Vork City
Human Resources Administration The program
Involves administering employee benefits, prop-
erty and casualty insurance There are approxi-
mately 30,000employeesand 1,000 locations, all
within the five boroughs

Source Bisiness Occupationa}
breakdown of qual,lied circulation
Nov 2 1981 ISS, e as submilled te
BPA 10, December 1981 BPA Pub

Eshers Statemenl

ATTENTION!

COMPANIES
INTERESTED IN

Requirements include EDP facilities, 5 years of ACTING AS A

ACCOUNTANT expand into the national marketplace Reap the benefits of this
firm's innov/tive approach to this market You will join a claims experience, plus a good track record of FRONT FOR A
/ESen A LTS TR - s nucleus that is growing regularly Mgmt available for qualified GROUP SPONSORED

loss prevention and loss control techniques in-

individual S DOE .
volving Day Care Centers

LONG HAUL VP-This major organization is situated in the
top 10 broker stlucture You must be canable of establishing
thts dept Including rates, personnel & philosophy The ideal
c,}ndidate will have a strong production & mgmt bkgd m the

PROGRAM

Administered by large
M G A looking to replace
current front carrier Present

Requests for ploposals are obtainable in per-

Outstanding management op son between March 8-12, from 10 am to 4pm

porturnity with a leading insur-
ance operation embracing re
sponsibilities for all financial
matters of Insurance Underwrit
ing and Retail Agency & Off
shore and Domestic Reinsur

ance facilities

Salary open and other benefits
tailored to the individual Reply
in confidence

Box 528, BUSINESS INSURANCE

740 Rush St, Chicago, Il 60611

trucking industry /5 well as be able to work autonomorsly only
answering to the President on questions of profitability There
ic enermo, 16 visibility & potential in this operation /hich is
located in a very destrious SVV tity & OPEN

m /i, - INTERNATIONAL INSUR#[NCE
-0- J GONSULTANTS,INCORPONTED
il DIVERSIFIED EXECUTIVE SEARCH SERVICES
(800) 327-8228 (305) 771-9910 ALL REPLIES HELD CONFIDENTIAL
EQUAL OPPORTUNIlY AGENCY

COMPANY FEE PAID

5301 N DIXIE HWY
FORT LAUDERDALE FL 33334

from

Abdout R Sesay, Director of Insurance
New York City
Human Resources Administration
220 Church Street-Room 670
New York, New York 10013
Telephone No (212) 433-6309
Final Submission Date April 30,1982

volume 34 million Mar
keting plant in place Pro
jected 1982 volume. 7 5
m on Reports available
prior to meeting at our
office Basic Qualifications
A Rated-Licensed In most
states Must retain share
of risk

For Details & Inquiries Contact
Director
P O Box 10451
West Hartford, CT 06110



Continued frompage |
workers in the lower third of earn-
ings.

This phenomenon was particu-
larly distrubing to CMC because
the company prides itself on offer-
ing "a barge-full of benefits," both
to maintain its competitive edge in
the people market and to back up
its claim that CMC exists for its em-
ployees' sakes.

The company was founded more
than 100 years ago by a 15-year-old
entrepreneur named Thomas
Crowley, a San Francisco tugboat
and ferry operator.

Mr. Crowley Sr. acquired many
other maritime operations though-
out a long career that ended with
his death at age 94. Thomas Crow-
ley Jr. gradually took over the
business from his father starting in
the early 19605.

Last year CMC's four domestic
and one international division re-
ported more than $500 million in
gross earnings. Company opera-
tions include offshore and pier con-
struction, oil drilling and explora-
tion, maritime salvage, ship repair
and transoceanic shipping. CMC
also is the world's largest tugboat
company.

More than 60% of CMC stock is
owned by the Crowley family and
the remainder is principally owned
by employees. Through an Em-
ployee Stock Ownership Plan and a
Tax Reduction Stock Ownership
Plan, ownership of all CMC shares
will gradually pass from the Crow-
ley family to employees.

Generous health care, group life
insurance, disability and other ben-
efits put CMC in the top 10% of
companies for benefits, according
to the 1981 Hay-Huggins non-cash
compensation comparison. CMC
calculates its cost for benefits at
531,2 cents per dollar of salaries,
compared with a national average
benefits-to-salary ratio of about
37%.

The average CMC employee
earns a salary and bonus of $33,000
a year and is 35 years old. More
than half the company's salaried
workforce makes the maximum
Social Security contribution calcu-
lated on a wage base of $32,400 a
year in 1982.

By early 1980 it was clear that
the company's pension plan lagged
far behind its other benefits. A
handful of Crowley people began to
complain that they were retiring
with no company pension whereas
union workers were guaranteed
some minimum benefit.

CMC's pension plan at the time
was 72.5% integrated with S6cial
Security. When it was designed in
1973, it provided some pension to
almost every retiring worker. But
enormous Social Security benefit
increases enacted by the Carter ad-
ministration in the late 19705 were
adversely affecting the size of a
worker's private pension.

The worker at the very bottom of
CMC's wage scale earning $1,000 a
month at retirement with 30 years
service qualified for a $330 Social
Security benefit in 1975. The CMC
pension, at 1.5% of final average
pay, came to $450 before integra-
tion. Following integration ($450
minus 72.5% multiplied by $330),
the CMC pension came to $210 for a

COIL drafts

DENVER-Hotel guests would
receive better safety information
when they check in if the Confer-
ence of Insurance Legislators gets
its way.

The COIL Task Force on Struc-
tural and Fire Safety in Hotels and
Places of Public Accommodations
is preparing model statutes to be
considered by state legislatures.

One piece of legislation would

total monthly retirement income of
$540.

By 1980, the $1,000-a-month em-
ployee was retiring with a Social
Security benefit of $550, points out
Mr. Hanson. After integration, the
Crowley pension provided only
about $50 for the worker with 30
years of service. Workers retiring
with 10 or more years of service
might not receive any CMC pen-
sion at all.

This extreme example illustrates
the problem confronting CMC. The
phenomenon was less acute in the
higher salary ranges, but a study
conducted by Mr. Hanson in 1981
showed that 40% of the workforce
would not qualify for a CMC pen-
sion upon retirement.

This meant that CMC could no
longer tell its employees that they
would receive a CMC pension at
retirement. Suddenly, it found it
would have to start communicating
to workers that there was an earn-
ings and service test to meet in
order to get a company pension.

At first, Crowley management
blamed the pension plan's design
for the problem. Hewitt Associates
actuary Ray Cole was asked in
early 1980 to start investigating ad-
justments to the 1.5% formula to
provide a minimum beneéfit to all
retiring workers.

But by midyear, CMC's benefit
managers began to suspect that So-
cial Security was the culprit. Rich
Hanson, who joined CMC in June
1980, did a statistical analysis show-
ing that Social Security was the
"bad" part of the pension plan. He
began preaching divorce from So-
cial Security.

"It was Social Security's fault
that this anomaly occurred-we
didn't want a plan like this by in-
tent," Mr. Hanson says.

He also believes strongly that
there is no reasonable basis for in-
tegration. Benefits are not ac-
tuarially derived and bear no rela-
tioship to the contribution made by
employees or employers.

"It's entirely likely the system
won't have revenues to pay bene-
fits in four years," he adds.

Mr. Hanson, working with Steve
King, CMC's director of compensa-
tion and benefits, and Dick Bren-
ner, vp of personnel and planning,
launched a campaign to convince
top management of the need to sep-
arate the pension plan from Social
Security.

"The first step was to get top
management to acknowledge that
Social Security is not a positive part
of benefits-in fact, it's not a bene-
fit at all but a tax," he says.

Consistent with CMC's corporate
philosophy, Mr. Hanson, working
with Mr. Cole, the actuary, set
about designing a plan that would
include an equitable, level benefit
formula-not top- or bottom-
weighted to favor workers in the
upper or lower salary categories.

They came up with a 1.25% for-
mula independent of Social Secu-
rity. The plan would assure a mini-
mum $125 a month pension for the
retiree with 10 years of service.

But there was one problem: The
formula would reduce the pensions
of several senior executives earn-
ing in the $65,000 to $200,000 range.
A top manager qualifying for a

hotel safety

provide classifications for hotels
that would signify whether they
had sprinkler systems, smoke de-
tectors and other safety devices.

Another would mandate that
hotel personnel give safety infor-
mation to guests , similar to that
given by flight attendants.

The group is also proposing that
immunity to lawsuits be provided
to insurers that notify authorities

Photo. Aero-Plc
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Crowley stearns ahead without Social Security

Crowley Maritime Corp. makes seafaring equipment like this triple-deck ro/ro barge.

$8,000-per-month pension before
the change stood to lose up to $500 a
month in benefits.

Before presenting the plan to the
full management committee, whose
approval was needed for imple-
mentation, it was reviewed by J.
Alec Merriam, executive vp. He
asked for a second alternative that
would not adversely impact top
managers' pensions. A richer for-
mula of 1.35% would do the job.
That was the plan submitted and
approved by the management com-
mittee headed by Mr. Crowley Jr.

Mr. Hanson says he believes the
committee bought the plan for two
reasons: the soundness of the case
study showing that a large propor-
tion of CMC employees would re-
tire with no company pension and
the increase in CMC's earnings
projections.

CMC's business plan calls for
substantial growth in the next sev
eral years. The company has pro
fited from skyrocketing demand
for low-cost transportation and
shipping. "There's no way cheaper
than tug and barge."

Because the company is privately
held, there are no outside share
holders pressuring management for
higher dividends. CMC reinvests
its earnings in expansion projects
or distributes profits to employees
in the form of sizable annual bon

"There is also a strong sense of
loyalty to the Crowley heritage
that was built on attracting the best
people in their fields with competi
tive salaries and benefits," notes
Mr. Hanson. "We concluded that
Social Security integration was no
longer an effective program for our
employees."

Several benefit consultants con-
tacted by Business Insurance
agreed that the CMC pension plan
is both generous and unusual. They
said that a small minority of major
U.S. corporations never integrated
pension plans with Social Security,

legislation

they have canceled a hotel risk be-
cause of unsafe conditions.
Members of the panel include
state Sens. John Dunne of New
York, Charles Butts of Ohio,
Harold MelLendon of lllinois and
Truman Wilson of Missouri, and
state Reps. Warren Arthur of South
Carolina, Matthew McNeely of
Michigan and David Roberts of Ar-

== r s = ==—= _ -

but none could recall a corporation
that had canceled integration.

"Integration became popular in
the late 1950s and 1960s after busi-
nessmen accepted Social Security
as here to stay," notes Manual Cas-
tells, managing partner of the ben-
efit consulting firm of Kwasha Lip-
ton in Fort Lee, N.J.

Integration is nearly universal
today, with the most common plans
trending toward a 50% formula, he
adds. "There seems to be some
magic in this percentage because
it's equal to the employer contribu-
tion to Social Security."

CMC's former pension plan using
a 73.5% integration formula was
close to the maximum permitted,
notes Don Pfaff, vp and senior re-

tirement plan consultant for Wil-
liam M. Mercer Inc. in Los Angeles.
He says many companies are cur-
rently revising their integration
formulas away from the maximum.

"Ninety percent of our clients
are now at the 50% integration
level.”

CMC's revised plan appears to
provide across-the-board pension
benefit increases to employees, ob-
served Mr. Pfaff. The rank and file
will receive much larger benefits
and higher-paid retirees will re-
ceive smaller increases.

CMC also will be able to walk
away from all the administrative
hassles of keeping pace with rule
changes in integration schemes, he
oo imt=s=s couwuat. -

In today's society Kidnap, Ransom and Extortion insur-
ance has taken on new and greater importance. Act now,
your clients who require this protection will benefit from
broader coverage and more attractive rates.

TheVWelzel
Company, Inc.

3003 West Alabama

Mailing Address P.O. Box 66452
Houston Texas 77006
Telephone: 713/523-3003

Telex: 76-2053

Only through agents/brokers/insurance companies
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Risk managers in oil industry earn most

Cont:nued from page 1 governments said that it was no shock that aver-

Associates was not surprised that Among the states from which a age risk manager salaries in Con- H H
risk managers in the lucrative significant number of responses necticut and New York topped the Average rISk manager Compensatlon
oil/petrochemical industry earned were returned, risk managers in nation, but there were some sur- in selected industries
a higher average salary than their Connecticut received the highest prises o .

peers in most other industries, it total compensation package last For example, the company had AI\:Ir:fe C:;Z::iss A:::igse
says it expected an average salary year, with an average salary of estimated the average salary for

of $65,000 in the 011 industry, rather $46,275 and an average bonus of risk managers in California would

paying bonus

than the $54,500 reported by the $6,450 for an average total compen- be $43,100, based on its experience Banking $29,300 28% $ 5,000

survey participants sation of $52,725. in the field. According to the sur- Conglomerates $47,000 56% $ 9,000
Likewise, the company says it New York risk managers re- vey, the California average was

expected bonuses for oil industry ported the second highest average only $40,000 Consumer products $43,000 64% $ 9,700

risk managers to average $15,000, $44,750 in salary and $7,900 in bon- Similarly, the statistics from New Manufacturing $41,200 62% $ 7,000

compared with the $11,000 average uses for total compensation of Jersey-$42,600 estimated, $38,700 Oil/Petrochemical $54,500 70% $11,000

reported in the study. $52,650 reported-and from Texas- Transportation $41,600 62% $ 4,000
Risk managers for natural re- ' H<'3wever., not all risk managers $40,350 estlmated,'$37,500-d!d not Utilities $42,700 6% $ 3,500

sources companies averaged sa- in the industrial Northeast fared as match the company's expectations

laries of $61,500 and bonuses of well Although definite salary trends Source Logic Associates' "1981 Risk Management Compensation Survey"

$17,500, and mining company risk Of the states with a significant can be easily drawn from the study,

managers averaged $54,000 in sal- number of responses, Pennsylvania generalizations about bonuses for

ary and $2,500 in bonuses How- risk managers were the lowest- risk managers are more difficult to to an executive vp Of those, 49% of the companies

ever, a very small number of risk paid. perceive Seven percent said they reported reported sales of less than $500 mil-

managers in each of these indus- They received an average salary However, among the industries to the controller, 6% said they re- hon last year Fourteen percent had

tries replied to the survey, thus of $31,200 and an average bonus of from which a significant number of ported to administrative or human sales of $500 million to $1 billion,
casting doubt on the authenticity of $3,300 for a total compensation av- responses were received, risk man- resource personnel, 5% said they and another 14% reported sales of
these averages erage of $34,500 agers in the chemical and 011/petro- reported to the company president, $1 billion to $2 billion Fifteen per-
And although bank risk manag- The second lowest average came chemical fields were the most 3% said they reported to the gen- cent had sales of $2 billion to $5
ers "officially” trailed the rest of from Georgia, with a salary of likely to receive bonuses More eral counsel and 3% said they re- billion, while 8% reported sales of
the industries with an average sal- $35,500 and a bonus of $2,100, or than 90% of the chemical company ported to a vp of administration more than $5 billion.
ary of $29,300, advertising, data $37,600 in total compensation. risk managers received a bonus in Another 7% said they reported to
processing, temporary help and Of all the states, regardless of the 1981, while 70% of oil/petrochemi- various executives like operation Coptes of the «1981 Risk Manage-
trading company risk managers re- number of responses received, Ne- cal risk managers were similarly chiefs, cashiers, commissioners or ment Compensation Survey" are
ported lower salaries However, vada reported the highest average rewarded. general managers available for $30 each, tnctuding
only one risk manager in each of salary-$62,850 Risk managers in some other in- Almost half of the risk managers postage and handling, from Risk
these categories answered the sal- A risk manager for a conglomer- dustnes didn't fare nearly as well participating in the study were the Management Sun,ey, Logle Person-
ary survey. ate located there reported a salary For example, only 28% of bank risk only risk management profes- nel Assoclates Inc, Suite 1708, 170
Logic Personnel Associates said of $78,500, while a utility risk man- managers and 6% of those that sionals in their department Thirty Broadway, New York, N Y 10038,
that risk managers for county go- ager reported a $47,200 salary Nei- work for utilities received bonuses percent said they had an assistant, 212-227-8000

verments were traditionally paid ther received a bonus. last year while only 21% of the corporations

lower than risk executives in other Kansas ranked second with a In addition to compens tion, the Surveyed had a professwn ri .

fields, based on the recruiting $58,000 average An 011 company survey also quizzed risk managers management sta } of three or more Assistants earn

firm's experience risk manager reported he received on corporate reporting structure people

According to the survey, gov- $58,000 in salary and a bonus of and the size of their professional The risk managers also were $7,000 |eSS

ernment risk managers received an $15,000 A risk manager for a trans- staffs asked to describe the size of the

average salary of $34,000 last year, portation company received a sal- A majority of the risk managers corporation they worked for Some NEW YORK-Assistant risk

although no bonuses were reported ary of $56,000 with a $3,000 bonus responding, 58%, said they reported 217 of the 255 risk managers parti- managers earn an average of

The survey did not differentiate In the notes accompanying the to a corporate financial executive cipating in the survey furnished almost $33,000 a year, only

between state, county and local study, Logic Personnel Associates Eleven percent said they reported such information $7,000 less than their supervi-
sors, according to a recent sur-
vey.

What makes a perfect risk manager? e S

$32,920 last year and received

NEW YORK-What should the will act as an organizer, planner, according to his duties. alone in determining a risk man- a bonus of $3,500, according to
perfect risk manager do, controller and performer,” Logic "One manager is presently an as- ager's salary “because of the the survey by Logic Personnel

According to Logic Personnel Personnel Associates says sistant vp/director of risk manage- uniqueness and severity in various Associates Inc., a New York
Associates Inc, a New York re- The company compiled its list of ment, supervising a professional coverages " recruiting firm specializing in
cruiting firm, the "model"” risk risk management responsibilities staff of four with a sales volume of In addition, Logic Personnel As- risk and safety management.
manager would through the responses of 255 risk $30 billion," the company reports sdciates also detailed what a According to the same sur-

* Be responsible for the pur- managers in 38 states who replied "He is presently reporting to a se- "model" assistant risk manager vey, the average risk manager
chase of all domestic and interna- to its survey on risk management mor executive within his company does, based on the replies it re- earned $40,100 in salary last

tional property/casualty coverage compensation (see related story) and has tremendous management ceived from 55 assistant risk man- year. However, risk managers
- Be responsible for negotiating As part of its findings, Logic Per- visibility. agers (see related story) received a much larger aver-
and designing employee benefit sonnel Associates also concludes "His responsibility consists of the The model assistant risk man- age bonus-$7,150-than their
packages and possibly pension that risk managers at larger cor- management of their domestic and ager would- assistants, the study reports.
plans. porations usually had more sophis- international property/casualty in- - Assist the risk manager in Only 55 assistant risk man-
* Manage corporate safety and ticated staffs but also had addi- surance programs, marine, loss pre- purchasing and negotiating all in- agers from 21 states responded
loss-prevention programs through tional responsibilities like acquisi- vention and design and purchase of surance coverages to the survey and New York
the direction of the company's en- tion evaluation, budget financing, employee benefits His current sal- - Handle group benefits if the was the only state with more
gineering staff security and accounting and pen- ary and bonus is $108,000." risk manager were responsible for than six respondents, making
- Direct his own staff of risk mon funding. Conversely, the company found benefits and pensions it difficult if not imposmble to
management professionals The company also reports that a "a risk manager working for a » Be responsible for monitoring compare compensation aver-
"In essence, the risk manager risk manager's salary also varies company with sales of $490 million, claims and losses and be responst- ages from state to state.
no staff and reporting to the con- ble for loss-prevention activities. The highest reported salary
troller His responsibilities consist = Supervise the rest of the staff, for an assistant risk manager

1 of the management of all prop- meluding risk analysts, insurance Was $51,000, plus a $10,000
erty/casualty insurance programs managers, claims managers and bonus, for a total compensation

i n S u ra n Ce Se rVi CeS g u id e and loss prevention loss-control engineers package of $61,000. The person

"His current salary is $27,500 “In essence, the assistant risk worked for a Pennsylvania-
with no bonus.” manager will act as a potential risk based conglomerate.
But the survey found that the manager, supervisor, administra- The lowest reported salary
size of a corporation's premium tor, planner and performer," the was the $16,000 paid to a asms-
SMART'S LOSS RESERVE budget IS not a significant factor report states . tant risk manager at a real es-
insurance bu//etin CERTIFICATION tate firm in Texas That person
lierger/Aequisition did not receive a bonus.

Total Claim Management & Technical SersieeE

50 issues weekly, $60 00 John J O tonnor,BA LLB ZIA I n S u Iati O n ba n to be a p pea I ed Of the 55 assistant risk man-

1120 E 14th St, Suite "F" J. J. O'Connor & Co. agers surveyed, only 13 re-

San Leandro, CGA 94577 W i 1 e85 WASHINGTON-The nation's month, said a ban was the only ef- ported receiving a bonus in

(401) 348 5386 24 hour service formaldehyde industry will appeal fective way to protect consumers 1981

a government's ban on the use of from formaldehyde gas that can be The lack of respondents also
ANNUAL home insulation foam made with released after installation made it nearly impossible to

e o STATISTICAL ATWOOD & CO. formaldehyde Exposure to formaldehyde has make statistically valid com-
o ompensation SULLETIN i X The Formaldehyde Institute, an been linked to cancer in animals, parisons between the salaries

Contains Statewide Conj]::lni:::iznes industry trade group, labels the while in humans it has caused nau- offered in different industries
- F::z:zl:e":/Be"ef't Level Change Reinsurance and Reserve Analysts Consumer Product Safety Commis- sea, headaches, dizziness, respira- Assistant risk managers for
- Underwriting Profiles mon's ban an "abuse of regulatory tory ailments and skin irritants six conglomerates reported an

for Captives and Self Insurers

:g{:{;%fy'?;;izm Provisions 5000 Armbrose Ave power" unjustified by medical and Urea-formaldehyde foam insu- average salary of $31,000 Fif-
. Sle_verit?/Frequency Stats by Los Angeles, CA 90027 scientific findings lation or UF-foam, as it is fre- teen assistant risk managers
njury lype . . .
To order or for information call (213) 6614260 The manufacturers and installers quently called, became a popular for manufacturing companies

(212) 560 1014 say they will appeal the ban, which way of insulating older homes dur- reported average salaries of

only applies to future sales, in the ing the mid-1970s UF-foam first $32,850.

For advertising information In the INSURANCE SERVICES GUIDE , courts and Congress Under recent resembles shavmgacream when it is No other industry furnished
Contact Barbara Tosheff, 740 Rush Street, Chicago, lllinois 60611. legislation, Corigress has the power pumped into spaces between walls, more than four respondents to
Telephone (312) 649-5340. to veto a commission regulation but it later hardens forming a layer the survey

The commission, in a 4-1 vote last of insulation.
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Insurers must remain vigilant

despite satisfactory results

By MYRON M. PICOULT

Special to Business Insurance
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anie th]at We sutveynave now poste basetmergjt prices and cover the necessary in- |tmba4ance between claim costs and rating
elr results tor both the’fourt quarter o te and principal costs from ItS own earn- frends

981 and for the entire year As a general ing power.

B rule, operating results were no worse than
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Net investment income, the industry's sal-
The 1981 results and the outlook for 1982 vation, continues to provide the necessary

expected and. in many instances, were some- seem to underscore our theory that different bailout, although the profitability margin is

what better

S
As had been the case all through 1981, the di

e%ments.of the industry will bottom out at narrow.in% Investment income increases ho-
erent times and that various companies vered in the 10%-to-12% range for both the

underwriting loss was not as ominous as within specific sectors will have their under- fourth quarter and the entire year
Insurance industry stocks rebounded slightly feared and the growth in net investment in- writing results reach their lowest level inde- The gains, admittedly a little stronger than

last week, with the'Business insurance stock come proved stronger than expected

While it is still early in the new year, we
ained, 23 declined and 14 currently beheve that the "Chinese Water vey shows a 1

posted by: Jefferson National Life Insurance ualty, American Style"
Co., 14.7%; CNA Financial Corp,, 11.4%; Ryan scenario exhibited by the
Insurance Group Inc., 6.3%; Frank B. Hall & Co. industry in 1981 may
Inc.,5.9%; and United Services Life Insurance well be repeated in 1982
Co., 5.6%. Largest declines were posted by: The lack of an earnings
Aneco Reinsurance Ltd., 16.7%; Poe & Associ. debacle, which when
ates, 16.2%; Banks lowa Inc., 9.1%; Combined translated into prop-
International Corp., 8.7%; Penncorp Financial erty/casualty insurance
Inc., 6.7%. The 8/ index increased 0.1 %, out- parlance is equivalent to
performing the major market indicators, which "delusions of profitabil-
ity,"” could inhibit any
meaningful shift in the Mr. Picoult

rate structure for the

all sulered declines.

British issues

Comml Union

Eagle Star

Sun Alliance

Brokers

CEHeath 28589 15 71 55 285-282

Hogg Robinson 108 83 857 79 108-167
157 98 680 43 157-154

Alex Howden

1 Week
23 Feb Price P/E Dix Yield High-Low
Companies pence pence % pencopence
144 120 1686 117 144-132
380 109 2143 56 386-376
Gent Accident 322 7 2 2107 6 5 322-312
Gdn Royal Exch 312 74 2321 74 314-304
Phoenix 246 82 2243 91 246-238
Royal 368 97 3500 95 368-357
906 93 5357 59 912-9CO

next few quarters

JH Minet 139 96 680 49 141-139

Sedg Gm

Willia Faber

Source Philip Olsen/Alan Clifton, Insurance Industry
Specialists Kiteat & Aitken Stockbrokers,

London

Insurance Cos

Aetna Life & Cas Co
American Bankers Ins Group
American Gen Ins Co
American Indty Finl Corp
American Intl Group Inc

American Natl Ins Co
American Sts Lire Ins Co
Aneco Reins Ltd
Appalachian Natl Corp
Avemeo Corp

Banks lowa Ine
Bitco Corp

carolina cas Ins co
Central Natl Finl Corp
Chubb Corp

Combined Intl Corp
Connecticut Gen Ins Corp
Continental Corp
Crawford & Co

Crown Life Ins Co

Crum & Forster
Employers Cas Co
Equifax Inc

Excelsior Ins Co

Farmers Group Inc

First Colony Lire Ins Co
Foremost Corp Amer

Great West Life Assurn Co

Hanover Ins Co

154 99 750 49 155-152
Stenhouse Hidg 113 82 728 65 113-108
Stew Wrightson 222 10 1 17 14 7 7 222-220
405 121 1785 44 405-397

Hartford Steam Boiler Inaptn OTC

Jefferson Natl Life Ins Co
Kemper Corp

Lincoln Natl Corp Ind
Mgic Invt Corp

Miasion Ins Group Inc

Nationwide Corp Ohio
Northwestern Natl Life Ins
Ohio Cas Corp

Old Rep Intl Corp

Preferred Risk Life Ina Co

Provident Life & Acc Ins Co
Ryan Ina Group Inc
St Paul Cos Inc

Safeco Corp
Sri Corp

Seibels Bruce Group Inc

pears monthly

e T e e« wm__=m

Price o Chg PE $ Div °o YId High Low Vol (OOO)

of extreme volatilit

very palatable morse!

This stability is particularly appropriate
for aggressive entrepreneurs who recognize sonal lines continue to maintain their under- into disillusions faster than some realize
the subtle shift in the value of holding finan- writing edge, with SAFECO Corp being the

cial assets, particularly when an insurance only major company that has thus far posted concepts more in our next column
company can literally be bought at bargain- an underwriting profit

While the prospect of relatively flat 1035% a year ago The bulk of the deteriora-
operating earnings again in 1982 may not ap- tion was centered in the loss ratio, the ex- status-quo attitude is that it is no longer
pear to be a particularly ebullient investment pense ratio rose only about 0.7%
scenario for the industry, the development of
this newly found earnings stability-or lack 107 9%, compared with 107% in fourth quar- recognize the value of strategic planning and
-could prove to be a ter of 1980, with the deterioration almost the implementation of specific programs to

Bl Industry Stock Report

FEB. 23,1982 2/17/82 THRU 2/23/82

pendently, not uniformly expected, stem from both the continuation of

Premium %rovyth continues to lag Our sur- high interest rates and less of a collapse in
% increase in premium for the cash flow than anticipated

fourth quarter and a 04% rise for the year Earlier, we mentioned that we believed
Almost without exception, companies report- many insurance company management
ing premium gains performed well above the teams were being blinded by "delusions of
average, those companies that performed profitability " The influence of the under-
below the industry norm recorded huge pre- writing cycle on management decisions has
mium declines been all-pervasive In fact, we would charac-
The dichotomy between premium trends is terize the Industry's management techniques
amazingly diverse and can only be explained as "crisis management"-going from one
by the fact that there are apparently many precipice to another
management teams that do not know where Strategic planning is something that the in-
their companies stand on price adequacy rel- dustry has had little use for In fact, the nota-
ative to current results ble success that some underwriters have en-
The combined ratio (after policyholders' Joyed in their markets is attributed more to
dividends) for the full year, based on returns geographic and other factors than incisive
to date, is running at 1054%, compared with planning concepts
The only problem with maintaining such a

- . "business as usual” in this industry. The
Fourth-quarter combined ratios averaged really successful companies will be those that
completely in the loss ratio achieve specific objectives Current delusions

Companies that are oriented toward per- of profitability for many companies can turn

We'll talk about strategic management

We remain amazed at the relatively small
rise in expense ratios, given paltry premium

Financial briefs

Myron M P:coutt is a up and senior msurance growth and the fact that while companies are

AL WA Opoene e & R NG, UG 00,85 AN 35 Ve (9L gompet- Eagle Star

ber Of the New York Society of Security Ana-
lysts His column for Business Insurance ap- appear to be doing a reasonably credible Job a controlling interest in a French insurer,

Eagle Star Insurance Co Ltd, one of Brit-
Also of note is that, in general, companies aln's largest insurance companies, has bought

of maintaining adequate reserves despite the L'Independance Companie Assurance Con-
= -— .M e =

Eagle Star increased ItS share of the in-
surer to 70% from 30% for a price of less than
2 million pounds (approximately $375 mil-
hon), the company said

Allianz, an German insurer, owns a 28%
share of Eagle Star

FEB. 23, 1982 2/17/82 THRU 2/23/82
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NYSE 45 00 06 74 232 52 45.00 44.13 513 8 Stateaman Group Inc otc 563 00 49 O15 27 5.63 5.63 83
orc | red-m= 81 Oas 6@ ros  7es  1sve e Bo O S le 27 22 o s2 Alexander & Alexander
NYSE 41 25 -06 62 220 53 41 88 4113 1475 Travelers Corp N~ S a7 (O 15 S6 Zs5 61 47.80 46.60 456 1
ote 1650 15 79 112 &8 16.50 16.25 63 United Fire & cas Co otc . i
orc G550 1 2 11 40 40 0 6 eo.00 60 00 3432 =280 0O 81 o888 31 28.50 28.50 o3 Alexander & Alexander Services Inc,
United States Fid & Gty Co NYSE 42 00 28 70 320 76 a2 75 a1.63 388 8 which declared ItS tender offer to acquire
ore 1375 OO 59 076 55 13.88 13.75 a4 United Sica Life Ins Co ore 1a5 56 53 100 70 14.25 12 s8' 463 -
ore 1650-29 53 080 48 17.00 16.50 14 Uilife Corp NYSE 20.75 -4 6 49 084 40 21.75 20 250 178 4 Alexander Howden Group Ltd as uncondi-
ere 2== *;§70‘2C’O°C‘)3§ cc)‘g zzz 21::' 210 Washington Natl Corp NYSE 1713 22 52 108 63 17.13 16 63° so9 tional late in January, has received accep-
- oo Ze th Natl 1 C oTe . B
AME> 10.38 51 68 054 52 1063 10.00 s enith Nat 1ns Gorp 1700 30 85 076 45 17.0016.50 e tances of the offer for more than 90% of the
INSURANCE COMPANIES AVERAGE &1 aa Howden shares
oTc 3500 9, 54 1a44a 41 38.50 34.00 29
OTC 3800 00 46 2.16 57 3850 3800 119 Agents/Brokers Together with previous purchases, A&A
oTc ST7T5S 38 74 O32 a47 6.75 6.50
73 o,
oTc 3538 Oa4 115 O65 18 35 38- 35.25 oo Alexander & Al/lander Sves oTc 2813 -13 94 194 69 28.50 28.13 179 1 now owns more than 96% of Howden
otc aAa538 17 54 292 &4 a45.38 aa .88 194 7 Baldwin & Lyons Inc oTtc 3550 20 62 080 =23 35 500 34.50 ea
Corroon & Black Corp NYSE 20.13 1911 31.76 87 2013 19.75 181
NYSE 1963 -8 7 53 180 92 21.75 19.50 370 2 Crump E H Cos Inc ore 10.75-11 126 0.40 3 7 10.88 10.75 83 BltCO Cor
NYSE LSS SISS05097 2175190 o cumeencone 'S5 1112594027 tomators  ss p.
NYSE 25.88 20 65 260 10 O 25.88 25.50 96 4 : ’ .
ore 1zrs zZ 0 1000 5644 13.0012.50 so Integrated Rei Inc AMEX 1513 08 62 000 OO  15.25 15.00 261 Bitco Corp of Rock Island, lll, has de-
oTc 8100 00 88 310 3383 81.00 81.00 s James Fred S & Co Inc ..
vrarer & mronman conne NYSE2Q 13 51, 8.94,160 80.20 50 20 130.47 7 clared a regular quarterly dividend of 60
NYSE 29 25 -2 5 47 164 56 29.88 29.13 1829 Penncorp Finel Inc nvse 525 67 4 2 016 3 O sso  so2s 127 4 cents a share and has authorized a five-for-
otc 2800 OO 60 120 43 28.00 28.00 a1 Pinehurit Corp oTc 863 0O 0O 00O oo 8.63 8.63 o7 . ..
NYSE 29'50 04 85 260 88 3000 2950 302 four stock split Both the dividend and the
ore 1750 14 120 0.10 40 17 505 17.25 19 Pee s Assecine ote 77 -162 88 080103 sso 775~ oo additional stock will be issued March 12 to
3238 249 95 124 38 32.38 32.13 182 0 ee tenhouse Cos Lt oTc 1100 -22 90 060 55 11.25 10.50 186 6 - .
Rollins Burdick Hunter Co orc 193E 43 121 132 &8 50 25 19 38- 150 shareholders of record March 3 The divi-
otc 6150 -20 159 100 16 62.63 61.50 360 i i i
ore S G5 115 A5 e 00 oa2e e AGENTS/BROKERS AverRAGE on o dend will be paid on the pre-split number of
OTC 235 00 -0 4 91 000 43 236.00 235.00 oo shares
oTc 3200 -52 39 O7=2 23 33.75 32.00 16 5 . B-t Bt . I C d
4000 OO 69 =280 70  40.50 40.00 P Conglomerates/Holding Cos. itco owns Bituminous Insurance Cos an
r West |
oTc 3325 147 102 O76 23 33.25 29.00 21 2 G eat es Casua ty CO

oTe

3138 24 52 180 57 3138 3050 756
NYSE 39.25 -2 5 61 300 76
NYSE 51 00 30 127 1 28 25

39.75 39.25 a3 1
51 00 48.38 2,018 5

NYSE 3488 4 1 91 100*,29 3488 3413 107 3

OTC 2625 00 87 070 22 2625 2625 a3
OTC 2600 20 54 136 52'.2613 2550 160
oTc 4200 06 63 236 56 42.00 41.63 718
otc 1863 O7 44 192 49 18.75 18.50 58 O
ore 1775 29 48 )80 a45 17.75 16.50 55
otc 4850 10 60 220 45 48.50 48.00 27 a
oTc 1700 62 74 O12 O7 17.00 16.00 14 2
oTc 5000 -02 66 260 52 50.13 50.00 92 0
oTc 3I9O6E3 00 69 220 S6 39.75 39.63 70 8
oTc 00 a4 3 24.00 23.00 \a46 1
oTc 21 75 -28 10 5 0.80 37 22.38 21.75 251

—— Aprill toshareholders of recor

American Express(Fireman') Fd) NYSE 44.25 47 79 220 50 a44.75 42 88 8910

Anderson Clayton(Ranger/PanAm) NYSE 27 25 -3 1 56 132 48 28.75 27.25 102 8
Armco Inc

City Investing Co (Home Ins ) NYSE 22 50 -3 2 65 160 71

CNA Finl Corp (CNA)

Control Data (Comml Credit) NYSE 34.25 38 77 055 16

General Re Corp
Gulf Utd Corp

INA Corp (Ins Co  of NA)
ITT (Hartford Group)

Optimum Hidg Corp

Sears Roebuck SCo (Allitate) NYSE 16.25 24 81 136 84

Baldwin Utd Corp
Teledyne Inc (Argonaut)

Traniameriea Corp (Occidental) NYSE 20 75 -2 4 60 140 67 21.25 20.75 169 6

CONGLOMERATES/HOLDING COS

*Record high/low since Jan 1. 1981

NYSE 2150 -28 43 180 84 21 88 21 50- 593 9

General Re

23.00 22.25 188 4

NYSE 15 88 11 4 66 00O OO 15.88 14.75 60 9

General Re Corp has declared a regular
auatterly dividend of 54 cents per share, pay-
able March 31 to shareholders of record
March 22 Gen Re has also proposed a two-
for-one stock split Shareholders will vote on
the proposal on May 7

34 75 33.50 1,088 7
NYSE 8488 09 104 216 25 86.38 84.25 128 4
NYSE 1775 -14 62 132 74 17.88 17.75 798
NYSE 45 38 08 62 240 53 45.88 45.00 4325
NYSE 26.13 -2 8 69 268 10 3 26.25 25.88 806 9

oTc ©.75 0 0 12 5 0.00 O O °.75 9.75 14
16 50 16.00 4,044 7
NYSE 55.13 -7 4 94 160 29 61.00 55.00 143 4
NYSE 125 00 -2 O 63 000 00 128.00 123.75 451 0

Reliance

Reliance Insurance Co has declared a reg-
ular quarterly dividend of 6712 cents per
share on its Series A preferred stock, payable
arch 168"

System design Altman information Systems



Breakoutofalimitedinsurancebox

with A&ALt full services for growing firms.

For small and medium-sized busi-
nesses to continue to grow and prosper re-
quires insurance and financial services that
evolve along with the company That calls
for a-cross-the-board capability- and con-
cern. How Alexander & Alexander looks at
an expanding manufacturer of sophisticated
sonar signal processing systems will help
explain how we willlook at your business.

In this case, we look through the chief exec-
utive's eyes. Studying basic group insurance
plans. Developing executive benefits pro-
grams to attract top talent from prototype

planning through production. Looking to fu-
ture needs even as we meet immediate ones.

Total service capability

Only by working from a client's point of
view can we be sure a company gets the pro-
grams necessary for profits and expansion.

This insider's vantage point enables
us to start at ground level with a,company
and add new, asset-protecting programs as
they are needed. Because we have an array
of specialized services, we can assume the
function of risk manager when the company
needs one. You'll never outgrow A&A

Each industry has different needs.

For insurance, for risk management, for
human resource management, for financial
services. And each of our 120 offices here
and overseas has the facilities, expertise and
strength to fulfill the requirements of any
company, large or small, in any industry.

We think a big reason A&A has be-
come one of the largest and most trusted
insurance brokers worldwide is that we
work the same way with every client. From
the client's point of view So your growth
will never get boxed in.

Alexander
SNexander

From the client's point of view

Qualig inspector testing a system at Diagnostic/Retneval Systems, Inc., in Oakland, New Jersey.



