
Chairman's backing underpins
Detto re's successes at DWG

By REBECCA A. FANNIN

MIAMI BEACH-Most risk

managers would envy Raymond J.
Dettore, vp of insurance at DWG
Jorp.,a billion-dollarholding com-

)any, for his autonomy.
He was handpicked in 1976 by

DWG's well-known chairman, Vic-
tor Posner, to revamp insurance
for three companies DWG holds
and another three companies Mr.
Posner controls.

In two years' time after he was
-ecruited from a subsidiary com-
pany to DWG's sunny headquar-
:ers, he implemented many mod-
arn corporate insurance tech-
niques that cut insurance costs,
achieving ample rewards and rec-
ignition along the way.

Thirty-five-year-old Mr. Dettore

doesn't boast of his accomplish-
ments, despite one observer's be-
liefthat he's ended up with the best
risk management job in the nation
because of its visibility, responsi-
bility and location in a plush apart-
ment building on this touristy
beach.

"I'd like to help other risk man-
agers get more status. Fortunately,
I've done a lot and been recog-
nized," Mr. Dettore says in a grate-

ful, thoughtful tone.
Although Mr. Dettore seems to

accept success with a shrug of the
shoulders, his job carries immense
responsibilities that would proba-

bly worry less able managers. Be-
sides reporting directly to the
chairman and seeing him daily, Mr.

Dettore directs two captive insur-
ance companies and several self-

By JERRY GEISEL

WASHINGTON-Earlier this

year, hospital advocates were urg-
ing that more beds be installed in a
proposed Cincinnati hospital than
some employers thought were nec-

essary.

Similar situations have ddvel-

oped in other areas of the country.
The Department ofHealth, Educa-
tion and Welfare says there are
more than 100,000 surplus hospital
beds.

On health planning issues, the
business community for the most
part has stood on the sidelines

even though it is paying, through
its group health insurance pre-
miums, the major cost of health
care.

Cincinnati was different.

A health care committee made

up of representatives from the
city's leading businesses was able

to convince the regional planning
authority to reduce the number of

beds in the proposed facility to a
more reasonable level.

While the action taken by busi-
nesses in Cincinnati may be an iso-
lated success story, more victories
may be possible if a national health
care strategy unveiled this month
by the U.S. Chamber ofCommerce
catches on.

The program developed for the
Chamber is a series of strategies
employers can deploy to get a han-
dle on health care costs. It provides
business with a methodology to
help it look at what it is spending
on health care, gives examples of

what some businesses are doing in
controlling costs and offers many
cost-saving alternative action
plans.

Much of the information that the

Chamber presents has been avail-
able elsewhere. But Willis Gold-

beck, director of the Washington
Business Group on Health, saluted
the Chamber for putting all this in-
formation together in one package.

Mr. Goldbeck noted that since

the package has the imprimatur of
Continued on page 73
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ppose N.Y. exchange?
Marsh & McLennan chairman L.

Patton Kline threatens to oppose the
constitution of the New York Insur-

ance Exchange if his fellow drafters
place any more limits on the influ-
ence of brokers in the exchange's ac-
tivities. That would be a startling
shift for one of the exchange's first
and most fervent supporters. Page 6.

Gun firm pays $6.8 million
jemington Arms pays out $6.8 million to settle a

'product liability suit, which could be the largest
lump-sum payment in a single personalinjury case in
the history of tort law. The recipient, a prominent

Texas defense attorney who specialized in defending
insurance companies. Page 12.

The people column
page 78

insurance programs he set up. He
also has the authority to sign

$800,000 invoices without upper
management approval.

The six companies among the
DWG and Posner holdings leave
"no time to become bored or unoc-

cupied." Many of the companies
have high-risk exposures, such as
tree trimming and propane gas dis-
tribution. In addition, they are so
diversified, with products ranging
from steel, paper and plastic to
shirts, that they can't share a com-
moninsurance program.

It's difficult to find a "common

cost element for allocating insur-
ance costs" because of the variety
of risks and insurance vehicles,
says Mr. Dettore of his struggles.

"Most other risk managers can't
Continued on page 71
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10 employes die in fire
Photo: Wide World

Firemen search for the 10 employes who died in a fire that swept the
Younkers department store in Des Moines, Iowa. Damage to the
building, which did not have a sprinkler system, is estimated at more
than $22 million since the entire Christmas inventory was destroyed.
Aetna Life & Casualty providesthe workers compensation insurance
for Younkers. Maximum weekly death benefits for families in Iowa is
$265.
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Texas firm battles IRS

over cash flow deduction
By KATHRYN J. McINTYRE

DALLAS-Steere Tank Lines

Inc. here is going to the U.S. Su-
preme Court next month for vindi-

cation of an arrangement with its
insurer that it maintains constitu-

tes insurance, although the Inter-
nal Revenue Service, the Tax
Court and the Fifth Circuit Court

of Appeals have disagreed.
Steere is arguing that its "de-

posit premium account" with its
insurer is simply a type of retro-
spectively rated insurance pro-
gram for its petroleum transport
business and that it is entitled to a

tax deduction for its premiums.
The IRS and the courts said the

plan is devoid of any risk transfer
necessary to insurance, leaving the
plan only slightly disguised self-
insurance.

The cost of insurance, but not

self-insurance. qualifies for a tax
deduction as a business expense.

While many experts say Steere's
insurance arrangement is so
unique that the outcome of the
case will have no bearing on the
kinds of cash now plans they see
regularly, at least one lawyer be-
lieves insurers and corporations
generally ignoring the case should
perk up.

"The Steere Tank case acts as a

very sharp reminder ofthe law as it
has existed sincethe U.S. Supreme
Court decision in Helvering versus
Le Gierse (1941)," obsdrved tax at-
torney Sidney R. Pine of the New
York law office ofTrubin Sillcocks

Edelman & Knapp. "A lot ofinsur-

ance experts concocting retro poli-
cies of unusual types should take
warning of the necessity of risk

transfer in retrospective arrange-
ments."

Insurers who reportedly o ffer

cash flow plans to large accounts,
which are designed to ultimately
make the policyholder the payer of
his own losses, while still provid-
ing a tax deduction for the pre-
miums paid, claim to be unaware
of the Steere case, dismiss it as ir-
relevant to their programs or
refuse to comment.

Hartford Fire Insurance Co.,The
Home Insurance Co. and Aetna

Casualty & Surety Co. all pleaded
ignorance of the case.

INA Special Risks Facilities Inc.
president Jack Morrison said,
"Generally, I don't believe any of
the insurance programs INA or
INA Special Risks has in place for
its clients would be adversely af-
fected by the Steere Tank Lines de-

cision. I don't see any of the things
we've done fall precisely in that
case because in every one of our

Continued on page 70

Record computer theft
shakes banks, insurers

By MARGARET LeROUX

LOS ANGELES-Security Pa-
cific Bank expects to recover $10.2
million stolen by a computer con-
sultant arrested and charged with

piercing bank security and trans-
ferring the funds to accounts in
New York and Switzerland. But

the record white-collar EDP crime

has bankers and insurers worried

that such thefts could happen else-
where and that bank bond prices
might rise.

The bank stated it believes the

loss would have been covered un-

der its bankers blanket bond pol-
icy had the funds not been recov-
ered. The $14 million primary bond
is underwritten by Fireman's Fund
Insurance Co., Hartford Insurance

Co. and Aetna Life & Casualty In-
surance Co.

Security Pacific, the tenth

largest bank in the U.S., carries a $1
million deductible underthe bond.

The primary layer of coverage is
split equally among the three in-
surance companies. An excess
bond is underwritten by the three

insurers giving the bank coverage
to a $29 million limit.

Authorities believe the EDP

theft occurred Oct. 25 when Stan-

ley M. Rifkin, working as a com-
puter consultant, allegedly ob-
tained access to the transfer room

where funds are moved by cable
between branches and other

banks. He learned the day's "key,"
a secret codethat must be included

Continued on page 77
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Captive, self-insurance update
THE MONTHS AHEAD may

prove to be merely evolutionary
and not revolutionary, though no
less interesting than the past year,
as the establishment ofcaptives ta-
pers off with the onset of heated

price competition among insurers.
At the same time, captives already
formed and doing business will
grow more powerfulin the market-

place as they enlarge their re-

serves, their surpluses and their
books of business. Before our eyes
we're seeing the emergence of a

whole new type of insurance in-
dustry as captives alter the way in-

surance is bought and sold.
Moreover, there's been an explo-

sion of captive-related underwrit-
ing pools and services because cor-

There are
UmbrellasJand
thereareUmbrellas
Primary or Excess, Complex or Simple,
Land or Water

The Wetzel Company,Inc.
2000 South Post Oak, Suite 2400

Mailing Address: P.O. Box 66452
Houston, Texas 77006

Telephone: 713/626-3240
Telex: 76-2053

\*ZISZIS/ Only through Agents/Brokers

porate parents look feverishly to-
ward potentially lucrative new
profit centers.

Meanwhile, the use of self-
insurance continues to ebb and

flow in concert with changes in the
market for insurance, never falling
from favor but losing some of its
luster every time insurers begin to
compete aggressively for business.
We wonder if there will once again
be a lapse in the use of self-
insurance as has been custonnary
in times when insurance is readily
available and more reasonably

priced?

As the insurance industry
rushes head long down the hill
from its profit peaks into another
valley of never-ending cycles, we'11
examine what's happened with
captives and self-funded programs
in the last year and what's ahead
in a special report Jan. 8. We'lllook
at the response by insurers to hav-
ing policyholders get into the in-
surance business in a big way andi
we'll probe the mushrooming
growth of numerous domiciles for
captives, both onshore and off-
shore.

What's the level of interest in

new captives and self-insurance
programs when there aren'tany in-
surance .crises to spur their
growth? Who's using new and so-
phisticated banking or cash flow
plans? What's the status of self-
funding in the benefit business?
What are small businesses to do

when they need captives and self-
insurance?

Watch for the Captives and Self-
Insurance Issue Jan. 8 when we il-

luminate these and other timely
subjects. •

Reed Shaw adds 2

Two brokerage firms have been
acquired by Reed Shaw Stenhouse
Inc., the U.S. subsidiary of the
largest Canadian broker. The two
firms to increase Reed Shaw's

growth to 21 cities in the U.S. are
John L. W. Swan and Co. Inc. of

New York City and Cornish and
Carey Insurance Associates of
Palo Alto, Calif.

CUSTOMIZED
WORKERS' COMPENSATION SELF-INSURED PLANS BY

GATES, McDONALD
Your company is unique employees; and employee
and so should your workers' information and

compensation self-insured rehabilitation

plan be unique. Gates, - services.

McDonald's Just contact

administration Gates,

of your plan is  . .. McDonald or
..

customized to your
your needs                                                                                                                                        insurance
and wants. As - broker for your
examples: a customized workers'

tailored, integrated compensation self-insured
system that administers plan. Go ahead - be
your plan quickly and particular.
efficiently; thorough review
and processing of all
claims with appropriate
adjustments; everything
necessa ry to provide I6561F1 GArES MCDONAID
quality medical care for OFFICE R O BOX 1944

CORPORATE ONE NATIONWIDE PLAZA

COLUMBUS, OHIO 43216
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r-for your information -
A&A promotes Bogardus, Soubry
to fill slot left by chairman's death

NEW YORK-John A. Bogardus and Kenneth W.S. Soubry are
stepping up to fill the top positions at Alexander & Alexander
following the death last month of chairman and chief executive
officer William L. Carter.

Mr. Bogardus was named chiefexecutive officer and chairman of
the executive committee by the A&A board ofdirectors in addition
to his post as A&A president. Mr. Soubry, who had stepped down
as chairman last year but continued to serve atA&A as chairman of
the executive committee, is again A&A's chairman.

Tinsley H. Irvin, executive vp, takes over for Mr. Bogardus as
chief operating officer and is also now chairman of the operations
committee.

Chicago-based Robert A. Gielow, senior vp and national director
of A&A's risk analysis and management group, was chosen to join
the other three as a member of the executive committee. He is

expected to remain in Chicago.

Aetna concedes ads deceptive
TOPEKA-One year after Aetna Life and Casualty Co. began an

extensive ad campaign explaining why insurance costs were
soaring, the big Hartford-based insurer settled charges here that
assertions in the ads were deceptive and misleading.

Under the terms of a consent order issued by the Kansas insur-
ance department, Aetna admitted that it could not prove that one
million product liability claims were filed in 1976-an assertion
made in Aetna ads that ran late last year.

If Aetna ever repeats use of the one million product liability
claims in advertising, it could lose its license to do business in
Kansas.

Crum & Forster Insurance Cos. previously agreed to similar con-
sent orders issued by the Kansas and Connecticut state insurance
departments that bar that company from repeating claims made
that appeared in its product liability advertising.

Hines reveals insurance 'oligopoly'
CHICAGO-Northbrook Insurance Co. and Weavers Syndicate

together have the power of an "open oligopoly" to affect availabil-
ity and prices forexcess casualty insurance, Harold H. Hines, presi-
dent ofMarsh & McLennan Inc. told a meeting ofthe LaSalle Street

Club here. Their power to influence markets doesn't imply any
collusion or any illegal activity, said Mr. Hines, but their dominance
is undeniable.

"An open oligopoly operates in the worldwide system to control
the price of excess casualty coverage," he said. Moreover, he told

Business Insurance, the U.S. insurance industry essentially func-
tions as an open oligopoly as well, considering the limited number
of suppliers strong enough to in fluence price but not strong enough
to disregard competitors' reactions.

Weavers and Northbrook, for example, are subject to the re-

straints of competition from other suppliers such as AIG, the Mer-
rett Dixey Syndicate, INA and others who can come in at some
point and undercut Weavers and Northbrook to win business.

In analyzing the impact of several economic factors on supply
and demand for insurance, he pointed out the existence of this
oligopoly as only one of the forces at work to make insurance a

highly cyclical business.
Mr. Hines believes insurance will continue to be a cyclical busi-

ness for a long time, despite the best efforts of many insurers to be
contra-cyclical by severely restricting underwriting or laying off
people, both of which he believes are counterproductive.

Chicago leads in transit accidents
CHICAGO-The Chicago mass transit agency had the worst

safety record again last year of the 10 mass transit systems in the
nation. It was the second year in a row the Chicago Transit Author-
ity had the most deaths and injuries.

Chicago had 11 deaths and 208 injuries in mass transit accidents,
while the other nine systems combined had only one death (in New
York) and 22 injuries. Most of the Chicago deaths and injuries
resulted from a February 1977 crash on a city elevated train.

The CTA self-insures claims up to $3 million a year.

OSHA drops some regulations
WASHINGTON-The Occupational Safety and Health Adminis-

tration (OSHA) this month will drop 928 standards that it found
were unnecessary or unrelated to job safety and health.

Last December, OSHA proposed revoking some 1,100 standards,
but the safety agency agreed to reinstate 172 provisions after a
number of unions successfully argued that the standards were
essential for worker safety.

Of the 928 standards on the list, 607 cover general industryllfj
321 are special regulations dealing with barrel-making, bakery
equipment, laundry machines and operations.

One ofrevoked standards concerned the height for mounting fire

extinguishers, an example often cited by OSHA critics illustrating
how the agency was concentrating on "nit-picking" regulations at
the expense of reducing serious workplace hazards.
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Railroad workers new benefits aim at cost control
NEW HEALTH AND WEL-

FARE benefits, many aimed at em-
ploye benefit cost control, have
been introduced for 13,000 railroad
inspectors employed nationwide
by Consolidated Rail Corp. and
the National Railroad Passenger
Corp., known as Amtrak.

Cost control features include the
full payment of charges for pre-
admission testing and second sur-
gical opinions as well as payment
for charges incurred atambulatory
surgical centers, which will be
treated like hospital outpatient ex-
penses.

Reimbursementforhospitalout-
patient expenses will be paid in
full under the new contract, an in-
crease from the maximum of $100
plus 80% of the excess over $100.

In addition, payment for surgical
expenses, hospital miscellaneous
expenses and ambulance charges
have been increased for the

workers represented by the Trans-
port Workers Union. The maxi-
mum benefit for a surgical proce-
dure has been increased to $1,000
from $650. Reimbursement for
hospital charges for medical care
and treatment, excluding charges
for room and board, and fees by
nurses, physicians and surgeons,
has been increased to $2,000 plus
80% of the excess over $2,000 from
the previous $1,000 plus 80% over
$1,000.

The railroad carmen will also re-
ceive full reimbursement formajor
medical expenses that exceed
$2,000 during a year's time. Pre-
viously, the worker paid 20% of
such major medical expenses over
a $2,000 aggregate.

Major medical expense benefits
have been expanded to cover
workers who retire at 61 years of
age or who have become disabled.

The early retirement major med-
ical benefit includes a $100 deduct-
ible per year for each individual
and 20% coinsurance except for
35% coinsurance for out-of-

hospital mental or nervous treat-
ments.

In addition, the physician's fee
benefit has been increased to $10
per day from $6 per day for physi-
cian visits while the patient is con-
fined to a hospital. The maximum
payable during any hospital con-
finement has been increased to

$3,650 from $2,190.
Changes in dental benefits in-

clude an increased payment to
$750 for all expenses from $500.
The maximum deductible for any
year is $100, $50 for one individual
and $100 for a covered employe
and his dependents who have col-
lectively incurred a $100 expense.

For treatment of alcoholism,
charges for room and board and
care will be paid up to $50 per day
for not more than 31 days per year
with a lifetime maximum of$3,000.

Pregnancy bill signed
President Carter this month

signed into law the landmark bill
that requires employers to offer
full medical, hospital and disabil-
ity benefits to pregnant employes.

While the legislation requires
employers to pay for maternity-
related expenses on the same basis
as they cover any other sickness or
disability in their.benefit plans, it
does not require them to pay for
abortions unless the abortion was
performed to protect the life of the
mother or if the abortion resulted
in medical complications.

The law goes into effect May 1,
1979.

Carter's guidelines
The 7% wage hike guideline in

the Carter Administration's re-
cently announced anti-inflation
program may be a lot tougher than
previous wage-price guidelines.
The new pay standard covers em-
ploye benefits as well as wages
while previous wage controls gen-
erally left benefits untouched. It is
estimated that benefits make up
more than one-third of an

employe's compensation. In-
creases in the cost ofbenefits, such
as hospital cost hikes of 10%, are to
be included in the 7% ceiling.

Volkswagen benefits
Assembly workers at the Penn-

sylvania plant of Volkswagen of
America Inc. won substantial in-

creases in employe benefits in a
three-year contract closing the gap
between wages and benefits of
U.S. and foreign automotive
manufacturing employes repre-
sented by the UAW.

The new benefits package offers
comprehensive hearing aid, vision
care, prescription and dental bene-
fits.

Under the hearing aid plan,
workers will receive 100% reim-
bursement for costs related to the
examination and fitting of a hear-
ing aid.

Vision care provisions of the
contract, which become effective
Jan. 1, 1979, will provide an exami-
nation, lenses and frames every 12

months for the employe and his
family, subject to a $5 deductible
for an examination and $7.50 de-
ductible for lenses and frames.

Prescription drug benefit is sub-
ject to a $3 deductible for all pre-
sc·ription drugs purchased for the
employer and family.

The worker and his family will
also receive 100% reimbursement

for a dental examination, fluoride
treatment, cleaning and emer-
gency treatment of pain twice a
year as well as 90% reimbursement
for oral surgery-extraction of a
tooth, fillings, bridgework,
dentures-and 50% for orthodontia
or replacement of existing den-
tures.

Most dental work done on the as-
sembly worker and family is sub-
ject to a $750 calendar maximum
for each person and $650 lifetime
maximum for each person for any
orthodontia work. The dental pro-
gram will also go into effect Jan. 1,
1979.

Other benefits include compre-
hensive hospital and surgical cov-
erage at no cost to the employe,
pensions after 30 years of service
and tuition refunding of $350 for
non-college courses and $700 for
college courses.

Wages for assembly workers un-
der the contract will reach $7 an
hour retroactive to Sept. 1, $7.50 an

Continued on following page
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Benefit beat...
Continued from preceding page
hour on Nov. 1, 1979, and $8.20 an
hour Nov. 1, 1980.

First medical benefits
A new three-year contract nego-

tiated by the Seafarers Interna-
tional Union and the two largest
ports in the Baltimore area gives

130 tugboat crewmen significant
increases in pensions and their
first major medical coverage.

Pension benefits were increased

to $440 monthly from the previous
$340 monthly. The new mKjor med-
ical coverage is a non-contributory
plan funded by Baker-Whiteley

Towing Co. and Curtis Bay Towing
CO.

The contract includes a 35-cent

wage increase with cost of living

allowances starting October 1979
and October 1980. In addition, a

change in work rules effectively in-
creases the crewmen's pay by an-
other 9%.

FASB rule delayed
The Financial Accounting Stan-

dards Board has delayed until the
first quarter of 1979 its deadline for
issuing a final statement or revised
exposure draft on accounting and
reporting by defined benefit pen-
sion plans. "The extensive liaison"
with the U.S. Labor Department
and the actuarial and accounting
professions in an effort to "avoid
conflicts, duplication and confu-
sion in providing meaningful fi-
nancial reporting" is the cause of
the delay, notto mention the "com-.
plexity of the issues," says FASB.

Still to be decided by the board,
as reported by BI Oct. 16, is how to
measure benefit information, how

the information should be pre-
sented, how contributions should
be handled and disclosure of in-
vestments.

Federal employes
Health insurance premiums

next year for the majority of fed-
eral workers and retirees will re-

main unchanged. The Civil Service
Commission says health insurance
premiums for 1.7 million federal
employes and retirees will stay at
their current levels while 280,000
people will pay lower premiums if
they remain with their same health
plan and type ofcoverage. Govern-
ment employes' biggest carrier,
Blue Cross and Blue Shield, will
not make any benefit changes for
1979. Other carriers, though, either
are making improvements or cut-
ting out some services. The Kaiser
health plan for Southern California
charges employes $6.67 biweekly
while the government contributes
$11.39 cents. Family coverage

costs the employe $19.11 while the
government pays $27.52.

Publisher picks HMO
At the urging of a newly re-

cruited employe, Crain Communi-
cations Inc. in Chicago is offering

employes membership in an HMO.
NorthCare, the first HMO to be of-

fered, serves only the northern
Chicago area and will be available
to just 25 to 35 of Crain's 185 Chi-
cago home office employes. An
HMO to serve the larger employe
group which lives in the down-
town area is being sought, but the
company is still looking for a

downtown HMO with prices com-
parable to NorthCare's.

An employe joining NorthCare
will have to pay $13.76 a month for
the HMO service while Crain will

pay $27.06 a month, the cost ofthe
company-paid indemnity health
plan underwritten by Connecticut
General. Family coverage in the

HMO will cost the employe $50.62

The soaring costof health care plans
isenoughto makeyousick.

J&Hcan help you cope.

An estimated 180,000,000 Americans have
medical coverage through their employers.

The cost of many of these plans is soaring
virtually out of sight.

But there are effective ways to contain such
increases. Following are several examples of how
Johnson & Higgins is helping corporations cope:

a By designing medical benefit plans that
create incentives for employees to avoid
unnecessary treatment.
o By conducting statistical analyses to iden-
tify adverse trends and overutilization.
m By teaming with insurers and other third-
party providers to establish realistic cost
control techniques.
o By assisting employers in the evaluation of
Health Maintenance Organizations.
o By educating employees to be mon knowl-
edgeable health care buyers.
In these and other ways, J&H is helping

employers maintain medical plans that pay for
care instead of carelessness.

Find out more about how we can help you
cope by calling your nearest J&H office today.

Johnson{*iggins
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A team of J&H specialists in medical care program design and cost
The private insurance broker/benefit consultant. containment: James P. Hillegas, Atlanta; Walter H. Clemens,

San Francisco; James W McDonald, New York;
Vansweronb,toyou. Richard J. Barksdale,Portland; and James G. Harlow, New York.

EMPLOYEE BENEFIT AND ACTUAAIAL CONSULTING: RISK AND INSUAANCE MANAGEMENT SERVICES THROUGHOUT THE WORLD.

and Crain will pay $59.18 to meet
the $109.80 per month HMO bill.

The publishing company, with
news bureaus around the country
and a major New York office, has
yet to offer HMOs anywhere else.
Should HMO membership be re-
quested by employes elsewhere,
the company will arrange it, a spo-
keswoman said.

Crain Communications pub-
lishes Business Insurance, Adver-
tising Age and other specialized
business and consumer maga-
zines.

Profit sharing plans
Companies with profit sharing

programs contributed an average
of 9.61% of workers' pay to their
planslastyear, almostthesamefig-
ure contributed in 1976. A study of
563 companies with profit sharing
plans by Hewitt Associates and the
Profit Sharing Council ofAmerica
found no significant changes in
profit sharing experience between
1976 and 1977.

Employers surveyed contrib-
uted over $992 million in profit

sharing plans, with $126 million
distributed as cash and the rest

placed in deferred plans. Deferred
plans remain the most prevalent
type of profit sharing (81%) and
profit sharing continues to be most
popular at smaller companies with
less than 500 employes (69% ofthe
survey).

Over two-thirds of the compa-
nies (69%) do not offer a pension
plan along with their profit sharing
program. However, 58% of firms
with a cash or combination cash

and deferred profit sharing also
provide pension plans.

A contribution only atthe discre-
tion of the employer is the most
popular type of plan (39%), fol-

lowed by contributions as a fixed
percentage of profit after deduct-
ing a return on stockholder equity,
a fixed percentage of profit and a

fixed percentage of profit with ad-
ditional contribution at the discre-

tion of the employer.

Conn. benefits

Dental benefits and greater em-
ploye contributions to benefits are
on the upswing among 200 corpo-
rations in Connecticut, according
to a survey by Risk Administration
Services Inc. of Greenwich, a sub-
sidiary of Financial Guardian
Group.

Dental insurance is growing
among smaller and medium com-
panies as well as larger ones and its
use has nearly doubled since a sim-
ilar study in 1976 revealed that 19%
of the companies provided dental
benefits.

Among other findings, the sur-
vey revealed that all companies
surveyed offer group term life in-
surance and medical coverage.
Employes contribute to life insur-
ance at 57% of the companies and
to medical coverage at half.

All the larger companies provide
long term disability coverage,
while very few companies with
less than 100 employes provide
this benefit.

In addition, pension plans are of-
fered by 60% of the companies sur-
veyed, which range in size from un-
der 50 employes to major corpora-
tions in the Greenwich, Stanford
and Norwalk areas o f Connecticut.

Quali fied pro fit sharing plans are
used by 13% of the companies
while supplementary insurance
coverage for selected executives is
carried by 57% of the companies.

Benefit beat keeps insurance
and emplove benefit managers up-
to-date on what other companies
are doing and informed Of current
developments in the emplove bene-
fitfield. We'd like to know ifvou've
made any changes. Write Kathryn
J. McIntvre, Business Insur-
ance, 740 N. Rush St., Chicago, Itt.
60611 or call 312-649-5286.



Weknow the ropes. But it takes
apartnership effort to avoid the hazarcs.

Phctographed on location with Circus Vargas, 'World's largest traveling Big Top."

4

7DUSINESS INSURANCE
 IS A PARTNERSHIP.
It's most successful when a

knowledgeable insurance
company provides guidance
and counselling to an alert
and energetic policyholder.
Loss prevention is the goal
the preservation of life, health
and property. And when you
prevent losses, you have your
best chance to hold down

insurance costs.

We want policyholders
who are willing to take action
to control their losses and costs.

You can catch our performance
at 228 offices all across the

country. We're the people who
know how to make business

insurance work for a living.

Come to the source

Wausau Insurance Companies
Employers Insurance of Wausau
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M&M chairman threatens to oppose N.Y. exchange
By ELLIS SIMON

NEW YORK-The sole broker

on the committee drafting the con-
stitution and by-laws for the New
York Insurance Exchange could
become a public critic of the pro-
posal if provisionsare adopted that
would further restrict the influ-

ence of brokers in administration

of the exchange.
Brokers suffered a setback in Oc-

tober when the committee decided

that the board of governors would

be composed of five underwriting
members, four public members
and three broker members.

The drafting panel is currently
considering provisions that would
have the public members nomi-
nated separately by the underwrit-

ing and broker members ofthe ex-
change and would prevent repre-
sentatives of underwriting syndi-

cates controlled by brokerage
firms from serving on the board of
governors and vice-versa.

Marsh & MeLennan chairman L.
Patton Kline has written to state

insurance superintendent Albert
B. Lewis, the committee chairman, ,
and members of the committee

calling on them not to adopt such
provisions. Mr. Kline told Business
Insurance he would speak out in
opposition to the constitution
should these provisions be in-
cluded.

Such a stance would represent
an ironic reversal of roles since

Marsh & MeLennan and several of

the other major brokerage houses
werethemajorbackersofthelegis-

lation creating the exchange.
According to Michael Curran,

deputy insurance superintendent,
the proposal on public member-

ship on the board of governors that
is currently being considered calls
for the underwriters and brokers to

each nominate two members and

have the public members elected
by the entire exchange.

However, critics ofthis proposal,
including Mr. Kline, have said that
this would result in an extension of

the five-to-three margin of un-
derwriters to brokers, giving un-
derwriters a seven-to-five majority
on the board.

"To join knowing you'll be a mi-
nority member and have issues in
your interest voted down is un-
satisfactory," Mr. Kline said.

There are difficult decisions that

will have to be made affecting both
underwriters and brokers and

these decisions should be made on

the basis of what is good for the
exchange as a whole, Mr. Kline ex-
plained.

Announcing a new name
in reinsurance.

Continental Reinsurance

Corporation
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Continental Reinsurance Corporation,
a subsidiary of The Continental
Corporation, invites both treaty and
facultative business worldwide. For

an informative brochure, write
Ed Matthews, President,

Continental Reinsurance Corporation,
80 Maiden Lane, New York,
New York 10038.

Our name is our strength.

He also called the position on
preventing representatives of syn-
dicates controlled by brokerage
firms from sitting on the board of
governors "intolerable."

This position, and a similar one
barring representatives of broker-
age operations controlled by un-
derwriting syndicates from serv-
ing on the board, was agreed upon
by the committee at its October

meeting, according to the minutes.
However, Mr. Kline said no for-

mal vote had been taken on the is-

sue and he hopes to get it changed
at the committee's next meeting
Nov. 17.

Mr. Kline told Business Insur-

ance that Marsh & McLennan

would be interested in becoming a
syndicate manager in the Insur-
ance Exchange but had no inten-
tion of making major capital in-

continentalle
a subsidiary of 1-7(' Continental Corporation 

vestment in the syndicates them-
selves. "We don't intend to enter

the business of risk taking. It's not
our business," he said.

Insurance companies would
probably be the biggest source of

investment in the exchange, Mr.
Kline said, noting that only they
can enjoy the tax advantage of be-
ing able to deduct loss reserves.

Several other major brokerage

firms expressed interest in partici-
pating in the exchange beyond
placement of business in syndi-
cates. However, these plans have
not passed the planning stage, in
part because it is not known what
will be included in the constitution

and by-laws of the exchange.

Peter J. Ripp, vp of investor and
public relations at Frank B. Hall,
said his firm would be likely to in-
vest in syndicates or manage them
if the rules of the exchange prove
favorable. However, he cautioned
that "we envision scenarios where

it would not be beneficial to us."

In general, if brokers were
placed in a minority position, their
role would probably be a restricted
one, Mr. Ripp said.

Corroon & Black president
Richard Miller said his firm would

probably invest in syndicates
should the exchange prove to be
viable, but that decision has yet to
reach the board room. Alexander

& Alexander president and chief
executive officer Jack Bogardus
said he could not say what posture
his firm will take until the constitu-

tion and by-laws are made public.
Schiff-Terhune International

would "love" to manage a syndi-
cate, said executive vp Bert Lin-
der, but the limited number ofsyn-

dicates that will probably be
formed at first will probably keep
thebrokeragefirmoutofsyndicate
management until the exchange is
able to expand.

Johnson & Higgins senior vp
David H. Winton, an alternate

member ofthe drafting committee,
said his company would probably
want to manage at least one syndi-
cate, but the firm has not reached
any decision.

None of the brokers contacted

expressed interest in forming syn-

dicates themselves. The enabling
legislation for the exchange limits
their interest in a syndicate to less
than 20%.

While 20% ownership is the mini-
mum interest in a property nor-
mally required for consolidation o f
earnings, Mr. Kline said there are
other formulas that could be

adopted for this purpose.
Some of the insurance brokers

said they had been contacted by secu-
rities firms interested in the potential
for marketing investments in syndi-
cates or financial services.

But, Wall Street firms contacted
by Business Insurance spoke ofthe
exchange's potential in cautious
terms and many said they had little
or no interest in getting involved.

A spokesman for Merrill Lynch
said the firm was not considering
marketing investments in syndi-
cates at this time, but would con-

tinue to monitor the exchange to
see if there's interest among the
firm's clientele.

Dan Sargent, a partner in Salo-
mon Brothers, a major investment
banking firm, said the firm would
probably not look to get involved
in capitalization of syndicates
since it normally deals with profes-
sional investors and the amounts

needed to be raised for the syndi-
cates are below what the firm nor-

mally handles.
Headded thatit wasdoubtfulthe

firm would invest in the exchange
on its own behalf because it was

unlikely that such investment

would yield a rate of return equiva-
lent to the 15% plus that Salomon
now enjoys on its portfolio. •



Thercisabetter way to avoid
paying some medical bills.
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At Metropolitan, we think the best way to
avoid paying some medical bills, is to avoid
incurring them.

Easier said than done? Perhaps. But the
sad fact is that millions of dollars in employer-
paid medical costs each year are attributable to
accidents. Add to that the needless cost and

suffering from a disease that could have been
prevented, or that's been allowed to progress
too far because the employee wasn't aware of
the early warning signs. Or the damage caused
by people not knowing what to do in an
emergency.

Now, we're not saying all accidents are
avoidable. Or that we can teach everyone to take
better care of themselves and those around

,f„

Y
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them. But we can try.
Metropolitan has been a leader in health

and safety education for close to 70 years.
That's why we distribute important health

and safety messages via pamphlets, demon-
strations and advertising. And offer our group
policyholders health education programs,
including the services of one of our health
education consultants so they can help set up
programs of their own.

At Metropolitan Life we believe in health
and safety education. We believe what people
don't know can hurt them. What they should
know (and do) can contribute to lower medical
costs. And make a lot of people a lot healthier
and happier in the bargain.

CometoMetropolitan. Simplify yourlife.

0 Metropolitan
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Y0
B OING KIDNAPP 0[)

REAT dll TIIAN
Y0
B OING KILL dD IN A

PLANE CRASH.
Kidnapping is not a subject anyone

wants to talk about.
And we wish we didn't have to.

But unfortunately, in today's times,
it's necessary.

You may not think it can happen
to you, but the truth is the number of
reported and unreported kidnappings
is much greater than you probably
realize. And it's increasing.

An insurance policy is one form of
protection every business executive
should consider.

AIG was one of the first to see the

need for this kind of policy and our
American Home/National Union com-
panies are the most experienced under-
writers of it.

We think our Kidnap, Ransom and
Extortion policy, which we call our
"Executive Stress" Policy, is the best,
most comprehensive one available.

Our total plan is available to corpo-
rate personnel, private individuals and
their families.

For your protection, we don't
advertise further details. And of course,

well handle all inquiries on a completely We not only have ways to solve your
confidential basis. existing business problems, but we're

This policy is just one of the many working on problems you perhaps
excellent coverages offered through our haven't even thought of yet.
Financial Service/Sensitive Risk Divisions. If you're interested in finding out

For example, we write Pension Trust more about our "Executive Stress"
Liability, which covers all directors, Potcy, or any of our other policies, mail
officers and employees with fiduciary in the coupon below.
responsibilities. You can benejit from it as much as

We're the largest writer of D&0 we can.

Insurance, a policy which
protects directors and AIG'S "EXECUTIVE STRESS" POLICY
officers for their corporate E--------- -------7acts. Please send me more information on:

And together with our O Kidnap Policy 0 Pansion Trust O D&0 and 0 AD&D Policy

D&0 Policy, we now offer American International Group 
additional coverage for acci- Dept. A, 70 Pine Street, New York, N.Y 10005

dental death and dismember- Name 
ment for directors going to Firm

and from a board meeting
and during a board meeting. Address Tel

AIG offers more than '1[p)
300 different insurance

WE OFFER MORE KINDS OFINSURANCE policies, through our more THAN ANYONE IN THE BUSINESS.than 160 member com-
panies, in more than 130  have to bea regular producer to place business with an AIG company.  

We welcome inquries from any licensed agent or broker. You don't I
different countries. - -

Ill- - --
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Record settlement in product suit?

AUSTIN, Tex.-Remington
Arms Co. Inc., the famed weapons
manufacturer, agreed to pay $6.8
million to a prominent Texas de-
fense attorney who was paralyzed
from the waist down in a hunting
accident last year.

Legal observers said the huge
settlement may be the largest
lump-sum payment in a singleper-
sonal injury case in the history of
tort law.

The lion's share of the settle-

ment, though, is covered by insur-
ance. Remington's primary liabil-
ity insurance policy, underwritten
by Liberty Mutual, has a $5 million
limit with a $100,000 deductible.
The remainder ofthe award is cov-

ered by Remington's excess insur-
ers including Lloyd's of London.

Remington defense attorney Ro-
bert McKissick of Corpus Christi

said he was "appalled" at the size
of the settlement. Being forced to
settle for such a high amount is in-
dicative ofthe "current state of the

product liability law... and the
lack ofany defense underthelaw,"
he said.

Mr. MeKissick said tort reform is

urgently needed to restore balance
to the legal system. Thirteen prod-

uct liability reform bills were intro-
duced in the Texas state legislature

last year, but none ofthe bills made
it out of committee.

But plaintiff attorney Joseph Ja-
mail of Houston, who represented
the injured lawyer, John Coates,
said the size of the injury will en-
courage Remington to make safer
products.

"Anytime that I have been in-
strumental in trying to make

things safer, then I'm gratified,"
Mr. Jamail said. 'Tin not out to

hurtany business... thatisthefur-

thest thing from my mind. But
when we manufacture products
we ought to produce them as care-
fully as possible so that people
don't get hurt using them."

Mr. Jamail doubted if critics of

the large settlement would be will-
ing to change places with his client
who lacks bowel and bladder con-

trol, never will be able to walk and
has "lost some of the finer enjoy-
ments in life."

The accident occurred Dec. 11,

1977, when 42-year-old Mr. Coates,
a famed trialattorney who had spe-
cialized in defending insurance
companies in product liability
cases, set out on a hunting trip with
his 16-year-old son Will and two
Austin district court judges.

Will Coates stepped into the car
with the three other hunters carry-
ing a Remington Mohawk 600
rifle, a .243-caliber high-powered
weapon used to hunt small game,
primarily deer.

After getting into the car, one of
the judges asked Will Coates ifthe

rifle was loaded and if the safety
catch was on. When young Mr.
Coates answered yes to both ques-

Few iniuries
balloon costs

MILWAUKEE-Less than 2% of

all workers compensation injuries
account for more than 50% of all

injury costs, says Employers In-
surance of Wausau.

Atthesametime, president John
Schoneman says his company's re-
search indicates less than 6% of all

injuries accounts for 94% of all in-
jury costs.

These "vital few" and "very vital
few" statistics-which can be bro-
ken down for various industries-

can result in identifying the crucial

injuries any industry must try to
avoid, Mr. Schoneman observed..

.0,
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Gun firm pays $6.8 million to attorney
By JERRY GEISEL tions, one ofthe persons suggested

that he unloadthe weapon, accord-
ing to Mr. Jamail.

Mr. Jamail said the Coates boy
then pushed the safety from the on
to off position, a step necessary to
unload the rifle. While the youth
was pushing the safety switch, the
rifle discharged, severely wound-
ing his fatherand leaving him para-
lyzed below the waist for life.

Mr. Jamail, who ironically was

opposing Mr. Coates in a liability·
case at the time of the accident,
sued in district court under the

strict theory of liability.

He argued that the Mohawk rifle
should have been manufactured so

that the safety did not have to be
taken off in order to unload it and

that a discharge only should have
been possible if the trigger was

fully pulled.
But Remington attorney Mr.

MeKissicksaidtheriflewasnotde-

fective and that the Coates acci-

dent could have been avoided by
observing basic safety rules.

"You don't go carrying a loaded
rifle into an automobile," he said.
"And you don't point a weapon at
someone you don't intend to fire
at."

Mr. Jamail conceded that loaded

weapons should not be brought
into an automobile. "I don't dis-

pute that. But damn it, a gun

shouldn'texplodejustbyusingthe
safety," he argued.

Shortly after Remington agreed
in court to pay Mr. Coates $6.8 mil-
lion, the weapons manufacturer of
Bridgeport, Conn.,announcedthat

it was recalling four different bolt-
action guns made before February
1975,includingtheMohawk600,so
that their trigger mechanisms can
be replaced.

The recall is being made because
"in some unusual circumstances

it's possible to move the safety and
trigger in such a way that subse-
quently moving the safety selector
to the fire position could result in
an accidental discharge," said

Remington spokesrnan Ed-

mund McCawley. •

Introducing the
A LL- CILI WLIR 360°

Clearly written in everyday English.

Clearly broadened all-around coverage.

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

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

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

completes its landing run. A rotorcraft is

/

in flight while its rotors are in motion as
a result of engine power or autorotation."
What we'll pay
"lf your aircraft is a total loss we'll pay im
you the amount shown on the Coverage 31
Summary page for your Aircraft Physical 4
Damage Limit, less any deductible
that applies."

Your Liability Coverage
-Combined coverage for bodily injury
and property damage. If you have this
coverage we'll pay claims for bodily
injury, mental anguish and damage to
someone else's property resulting from
the ownership, maintenance or use - '-
of the aircraft."

8%*51
'7..I  _
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Co-op attorney denies PBB claims paid too quickly
By ELLIS SIMON Bureau contributed to "the need- Chemical Co and added the pol- out verifying that losses were the the defendants and their insurers

less destruction of animals ex- sonous substance to cattle feed result of PBB, Kenneth Mcintyre, were determined to cut their
LANSING-The attorney for the posed to low levels of PBB . by To date, the two firms and their attorney for the co-op, does not ex- losses

Michigan Farm Bureau rejects a its Initial reaction to the PBB acci- insurers have settled with 800 pect directors and officers suits to "Given the atmosphere of fear

Judge's observation that the dent in treating all cases ahke and clatmants for $40 million, exceed- materialize andscientificknowledgeaboutthe
farmers co-op may have aggravat- in setthng claims as if PBBwere as ing the $8.6 milhon limit of Farm He explained that with the state effects of PBB, I don't see how any-
ed its problems with PBB claims toxic as plamtiffs have claimed " Bureau's liability insurance cover- quarantining entire herds there one can second guess us," he
by setthng too quickly Polybrominated blphenyl age and reaching well mto the up- was fear that the longer these ani- added

The Judge's observation came as (PBB), a toxic fire retardent, was per layers of the $28 milhon cover- mals were kept allve, the largerthe However, Mr Mcintyre said he

he cleared the Farm Bureau of any mtroduced into the food cycle of age maintained by Northwest In- claims would be and there would could see insurance companies in
wrongdoing in the first case of Michigan dairy cattle between dustries, parent o f Michigan be greater potential for poisonmgs the future taking a slower ap-
PBB damages to come to trial 1971 and 1974. The accident was Chemical. of humans. proach to multi-claims situations

In denying the $750,000 suit the result of a shipping mix-up in The best way to handle theprob- as a result of Judge Peterson's
brought by Missaukee County which Farm Bureau received PBB Despite Judge Peterson's opin- lem was to destroy the herds and opinion
dairy farmer Roy Tacoma, Judge instead of nitrous oxide from sup- ion that Farm Bureau acted in eliminate the human health threat, Auto-Owners Insurance Co.,

Willmm Peterson ruled that Farm pher and co-defendant Michigan haste by paying some claims with- Mr Mcintyre said, notingthatboth Firemen's Fund Insurance Co. and
the New Hampshire Insurance
Group wrote the Farm Bureau lia-

k·*. I r
bility coverage Northwest Indus-

. tries was insured by Travelers In-
....

M *S ' S - surance Co. Aetna Casualty &
Surety Insurance Co, Lloyd's of

USAIG
:

London, INA and American Home
Assurance Co

The Tacoma case was before

Judge Peterson for 14 months and
was the longest trial in Michigan
history Most ofthe time was spent

,,

with the plaintiffs arguing for
$500,000 in punitive damages

Aircraft Policy
above their $250,000 compensatory
damages claim, according to Mr
Mcintyre

Mr. Tacoma felt discriminated

against because "we took his
neighbors herds and paid their
claims, but not his," Mr Mcintyre
explained. A $40,000 settlement
had been offered to Mr Tacoma

and his wde.

However, Judge Peterson ruled
that PBB was not found in suffi-

cient levels in Mr Tacoma's cattle

to have caused damage The opin-
I

44 ion stated that PBB is not harmful

44; 2.144 -I in small quantities.
Smce no cause was found in the

+-1

'ec.*. 'k
. 1 ' t.rk.

plaintiffs case, Mr Tacoma was or-
dered to pay court costs plus legal
fees of$30 perday These expenses
were estimated to run as high as
$100,000

See, every word is easily understood While Mr. Mcintyre said he was

Every sentence comes across clearly and not surprised that no punitive

simply with no hidden meanings or damages were awarded, the find-
ing of no cause did surprise him

confusing language. However, he said this finding may

But we d:In't stop with language alone have reflected the different types

We also added more coverage to give
of scientific evidence presented by
the paintifF and defense

SS..more value for every insurance dollar The defendants used controlled

studies, while the plaintiffs based
their case on after-the-fact infor-1 A brochure describing our ALL-CLEAR
mation from other claimants, he

j :policy in more detail is free for the explained

e asking Simply complete this coupon and Gary Schenck, attorney for Mr

** send it to. USAIG, Advertising Dept, Tacoma and approximately 80
other plaintiffs whose cases have

*-·110 William Street, New York, yet to come to trial, did not return

l ew York 10038. telephone calls for his comment
H6wever, he reportedly has said

ame /7. he intends to appeal Judge
Peterson's decision Mr Mcintyre

. Address " noted, however, that the decision

was based upon the Judge's analy-
City/State/Zip sisofthefactsandthatan appellate

f. court is unhkely to reverse such a

USSI 16
.:0 ruling unless the interpretation of

fact was found to be wrong
What impact the Peterson ruling

will have upon the other 160-plus
PBB cases waiting to come to

UnITED Sm,ES 111110111FT InSUR,InCE GROUP court plus a $119 million suit
against Farm Bureau and Michir

NEW YORK •ATLANTA •BOSTON • CHICAGO •DALLAS •DENVER gan Chemical filed in February by

HOUSTON • LOS ANGELES • SAN FRANCISCO • TOLEDO • WICHITA the state of Michigan is unclear
However, Mr Mcintyre said

. plaintiffs will probably seek jury
trials in the future and can't afford

to spend another 18 months on a
single trial. He added that Judge
Peterson's decision will probably

I hurt the punitive damages request
S

in the state's suit.

An assistant attorney general
,

-f ty ,
said the issues m the state's case

are different from those raised by
Mr. Tacoma He added that the

Court is currently hearing argu-
ments on whether the state has the

nght to seek recovery of damages
for its expense in easing the PBB
dilemma A decision on that issue

is expected by the end of Novem-
ber
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editorial opinions

The IRS is nit-picking again
A S A STORY in this issue points out, the

Il IRS considers it fair game to take off
after some of the banking plans corpora-
tions are setting up with their insurers.
What the IRS is apparently indicating is
that there'll be much closer scrutiny in the
future of programs that act as chronologi-
cal stabilization tools. Some of these plans
don't really involve any risk transfer, the
IRS contends.

It doesn't appear that all kinds of retro
plans will fall under the IRS's new cate-
gory of plans not qualifying for valid tax
deductions of premiums paid. But we're
quite certain that the Steere Tank Lines
case is a-sign o f fights to come, especially
since very large corporate policyholders
have been using their leverage increas-
ingly in recent years to maneuver their in-
surers into the spot of agreeing to act as
"fronts" for programs that basically allow
the policyholder to deduct premiums
while the insurer is taking no risk.

. Though few in the industry will admit
openly that such practices are becoming
widespread, or that the impact of the
Steere case could be serious, conversa-
tions we've had with insurance buyers,
brokers and insurers over the last five

years indicate these programs are far from
unusual or uncommon.

We believe the tax law prohibition
against deductions for reasonable self-
insured reserves is what has led to these
banking plans (or zero-risk retro plans) in
the first place. The laws should be
changed, to allow self-insured reserves to
be funded with before-tax dollars, al-
lowing that such reservesare indeed nec-
essary to fund future losses and that the
practice doesn't constitute any illegal ma-
nipulation of taxable earnings.

But-and that's a big qualifier-given
the existing tax law, the Steere case ap-
pears to us to have an important meaning
for risk managers. It may set the stage for
aggressive action by the IRS as it goes after
companies simply using an insurance
company as a conduit for self-insurance
dollars, with the insurer in essence accept-
ing a fee for the use of its name but not
accepting any risk.

. The IRS is nit-picking, in our view. Self-
insurance is an important tool for corpo-
rate financial managers and we don't un-

,

take time to understand what

P

OBERT D. O'CONNER, from HEW,gave a talk recently at the fall confer-
ence of thE Council on Employe Benefits
in which he displayed an appalling lack of
understanding about what employers are
doing to hold down the costs ofhealth care
in order to keep a check on their benefit
expenses.

Because employers pay many of the
health care bills in this country undertheir
company-provided health and medical
benefit programs, it's only logical that em-
ployers would have been among the first to
recognize the need to fight inflation in the
healthcare field.

But Mr. O'Conner apparently didn't real-
ize this as he insultingly addressed his
benefit-manager audience in Washington
on an almost-elementary level, belaboring
the basic reasons for rising health care
costs. Did he think that his listeners-
some of the most influential and articulate

benefit chiefs in the nation-didn't already
understand the problem?

If the cap on hospital spending isn't
adopted, he warned, benefit managers
might have to start tackling the problem of
rising health care costs themselves. What
does Mr. O'Conner think benefit managers
do, day in and day out ?

He went on to suggest that next year,
instead of inviting a government official to
address this subject, benefit managers will
be discussing among themselves what can
be done to contain health care costs.

Mr. O'Conner and the rest of the Depart-
ment of Health, Education and Welfare
should take a closer look at the efforts al-
ready being made by the private sector to
stem health care inflation and throw some

government weight behind corporate ef-
forts.
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Business Insurance wetcomes letters from its readers. Please keep your
comments as brief as possible and we reserve the <right to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, Ilt. 60611.

Kudos to Downes

To the editor: RE: Perspective.
Overthe years I have been a consis-
tent reader of many of the trade
and business publications affect-
ing insurance. Business Insurance,
from the beginning, has been one
of my favorites. When I find the
most current issue on my desk, af-
ter scanning the first page head-
lines, I then, usually, turn next to
the "Perspective" page.

Peter Downes' recent analysis of
how bureaucracies and bureau-
crats function was a real master-

piece. His advice to risk managers
would be good advice to anyone
who is a part of, or works with a
large, corporate or governmental
structure. My compliments to him.

Bill H. Crandall

Senior vp, The Daniel and Henry
Co. Insurance, St. Louis, Mo.

Honesty needed
To the editor: I was interested in

your article dealing with St.
Regis Paper Co.'s acquisition
of Southland Paper Mills and
the subsequent replacing of
Southland's property coverages in
Industrial Risk Insurers with St.

Regis' carrier, the Factory Mutuals
(Oct. 16).

It appears that IRI's coverage
was due to expire one month after

the acquisition, which didn't give
Factory Mutuals sufficient time to
engineer the risk. In order to se-
cure this needed time, Southland's
insurance manager blithely ad-
mits, "We played a little game with
the renewals because we knew we
would ultimately cancel. There
was a faint hope of keeping the
business, so they were willing to
give extentions."

If Southland's insurance man-
ager knew that IRI's covers would
ultimately be canceled, it was a de-
ception, not a"little game," to keep
IRI expectantly hanging in there.
Surely the needed extention
would have been granted by IRI
even though they were told the
truth and knew they had no hope
of retaining the business.

Where jumbo accounts are in-
volved is honorable dealing with
your insurance companies a thing
of the past or am I being naive?

Peter R. I. Pine

Vp, Walke-Parks Insurance Corp.,
Norfolk, Va.

Reply to Otremba
To the editor: The "Perspectiv@"

section of your Oct. 2 issue in-
cludes a survey by Daniel S.
Otremba that condemns the entire
insurance industry for failure to

Continued on page 72
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These curious signs that would
seem to be looking at you are actually
bringing a new outlook to business
nationwide.

They're a message for all who see
them to be alert, aware and responsible
on the job. What's more, they're serving
notice to management that here is a
program whose time has arrived.

This plan, developed by The
Factory Mutual System for its insureds,
is based on a fact of everyday business
life. The majority of industrial and com-
mercialloss is due to human error.

NOWAPPEARING IN A RESOURCEFUL BUSINESS NEAR YOU

4

$

Model tort reform bill

slated for '79 unveiling
WASHINGTON-The Com-

merce Department plans to u nveil
in January a model product liabil-
ity law that could be adopted by
the states.

The model law would attempt to
resolve the current uncertainties in
the tort litigation system-one of
the causes of high product liability
insurance premiums-by estab-
lishing guidelines on a host ofcom-
plex legal issues, according to Vic-
tor Schwartz, chairman of the
Commerce Department task force
on product liability and accident
compensation.

Mr. Schwartz said the modellaw

will be fair and balanced and
"avoid the retroactive application
of product liability law."

The model law represents one of

.

. r

4 -:,i KLAP oP

It follows that trained and alert
employees can greatly reduce such loss.
In the finalinstance, they can best con-
serve our resources of property, people
and productivity.

That's exactly what these little
signs are meant to accomplish.

They're telling employees here's an
everyday hazard to be avoided.

They're urging people 50 pitch in
and act before a problem oczurs.

In a human and arresting way,
they're saying more than all the warn-
ings on the subject of preventing loss

could accomplish.
We call this new, hard working

symbol The Eyes ofAwareness. When
you see them next, we ask that you
remember their message.

Only people at every level of busi-
ness can prevent loss.

· 11

L 41. M

Allendale Insurance

Arkwright-Boston Insurance
Philadelphia Manufacturers Insurance
Protection Mutual Insurance

r Factory Mutual System 1978

the Commerce Department's long
term solutions to resolve product
liability problems. A short term
solution-increasing the carry-

back period for product liability
losses from three years to 10
years-was approved last month
by Congress.

Mr. Schwartz said the model law,
to be published in the Federal Reg-
ister for public comment, will pro-
pose guidelines in a number of
areas of the tort law including:

. What is the manufacturer's re-
sponsibility when a product is impro-
perly designed or when the seller fails
to warn ofa possible hazard? Mr. Sch-
wartz said this area of the law
presents the most problems in
finding a fair solution.

• What is a manufacturer's lia-
bility for unavoidable defects such
as defects in new pharmaceutical
products?

. Should compliance with in-
dustry or government safety stan-
dards be a relevant defense in a
product liability case?

. Guidelines on the use of "ex-

pert" witnesses in a product liabil-
ity case.

• Assessing a manufacturer's re-
sponsibility when a product has
been used or has been altered.

• The relevance of punitive
damages. "Should a manufacturer
be subject time and time again to
punitive damages" for the same
defect, Mr. Schwartz said.

Turning to another area, Mr.
Schwartz revealed that the Carter
Administration failed to back a
proposal that would have allowed
businesses tax deductions for
funds paid into a reserve to pay for
product liability losses because of
fears that the concept would be too
costly and set an uncomfortable
precedent

Finally, Mr. Schwartz cautioned
business groups on the use of the
words "tort reform" as a label to

identify the driveto changethe law
affecting product liability.

Consumer groups do not con-
sider changes in the tort law that
take away their right to receive fair
compensation for injuries to be
tort reform, Mr. Schwartz ob-
served. •

Edith Lichota

WASHINGTON-

Boredom may be the big-
gest obstacle business
groups face in trying to get
state legislatures to pass
product liability reform
laws, Edith Lichota, assist-
ant treasurer of the Car-

borundum Corp., told the
RIMS-Chamber of Com-
merce seminar.

"As I travel around the

country I get the feeling
that interest in product lia-
bility may have peaked,"
Mrs. Lichota said. "So we

have to work that much

harder to stir up interest to
get the reforms that are
necessary."

-



XEROX HAS SOM ETHING
WORTH COPYING.

--- -- - - - *1

To help Blue Cross and Blue Shield 1 4 'EZKf:**a,i,=.6,zi*
Plans stem the rising cost of health care A, Ct,»* m
in America today, more and more 4

phicafitressprovrshteoaltehentdheir
employees healthy and productive.

One excellent example of such a
program is the health and recreation
program open to all Xerox employees, «, , 1

both management and labor. .... 3 1

Here's how it works. An exercise .
f Zstress test is recommended prior to

starting the program. A lifestyle survey j..
is taken so that the Xerox Recreation f<Mr·.

and Medical Services staff can track .,4 -- ..»»

the progress of employees and relate
that to their diet, exercise routine,
smoking and drinking habits, etc. After *1·
receiving an individual exercise prescrip- U :

tion, each participant then spends
one-half hour a day, three times a week, f
in jogging, bike riding, or other aerobic 3.
exercise programs.Xerox and other bold and imagina- 24. , 1
tive companies realize one important
thing: that fitness programs have . .&47'If

the potential of returning enormousdividends in greater health and happiness for employees. And greater productivity from them.It also stands to reason that if your company can institute a program to keep your employees
healthy and well, your company's health care costs can possibly be lowered.As you know, Blue Cross and Blue Shield Plans are fighting a nationwide battle to keep costs
from running away.Programs such as second surgical opinion, medical necessity programs, home care, healthmaintenance organizations, same day surgery, pre-admission testing and the like are in use in manyPlans with positive money-saving results. As successes are achieved, the results are shared so that
knowledge gained by solving local problems can be applied on a wider basis.We're encouraged. The average length of hospital stays for Blue Cross Plan subscribers underage 65 dropped by almost a day between 1968 and 1977. That may not sound like much. But if thelength of stay were the same today as it was in 1968, we would be paying an additional $1,249,869,813a year. In addition, the rate of hospital admissions for these subscribers dropped by 4.9%,representing
$554,938,847.But controlling health care costs ·without sacrificing quality is a complex problem. One we all
need to work on together.While the Xerox program is an extensive one, there are health programs to fit any size company.Blue Cross and Blue Shield Plans would like to help you. If you would like more informationabout employee fitness programs, write for the free booklet "Building a Healthier Company;'
Box 8008, Chicago, IL 60680.

® Registered Service Maiks ot the Blue Goss Association
®'Registered Service Marks ol the Blue Sh,elcj Association

Blue Cross®IVAI  Blue Shield®
ALL OF US HELPING EACH OF US.
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FACILITIES AVAILABLE

TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.
100 PARK AVENUE, NEW YORK, N.Y. 10017 • 212-953-0580

General Managers
NEW YORK MARINE INSURANCE CO.

ARKWRIGHT-BOSTON INSURANCE COMPANY
ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL

INS. COMPANY.

EMCASCO INSURANCE COMPANY

EMPLOYERS MUTUAL CASUALTY COMPANY
GRAPHIC ARTS MUTUAL INSURANCE COMPANY

Marine Managers

LUMBER MUTUAL FIRE INS. CO. OF BOSTON, MASS.
MERCHANTS MUTUAL INSURANCE COMPANY

MUTUAL FIRE, MARINE & INLAND INS. CO.
NEW HAMPSHIRE MERCHANTS INSURANCE COMPANY
UNION MUTUAL INS. CO. OF PROVIDENCE

UTICA MUTUAL INSURANCE COMPANY

Michigan, Connecticut

Blues recruit firms

for hypertension effort
CHICAGO-Employers in Mich-

igan and Connecticut covered un-
der Blue Cross/Blue Shield plans
will soon be approached to partici-
pateinapilotventuretodetectand
control hypertension, a condition
which afflicts 15 million people in
the American work force.

The project marks the second
phase of a two-year study on work
site hypertension control and fol-
lows a planning program headed
by the BC & BS Assns. that began
last November under a contract

with the National Heart, Lung and
Blood Institute.

To establish work-based hyper-

Consolidating your multinational insurance7

Call in your James
Account Executive...

He'll put James'
international

risk specialists
to work for you.

Introducing James' "Service-in-Depth" concept A
nationwide cadre of top-flight international risk
specialists available to meet multinational insurance
needs whateverthey are, wherever they are
Available throughout the country
through your James Account Executive.
When you contact James, an Account Executive
experienced in your industry is assigned to your
company on a permanent basis. He becomes
thoroughly familiar with yourcorporate structure
Your operations. your unique risk management
requirements.

Depending on your needs. your James
Account Executive can bring in one or more
international risk experts from James'
Corporate International Department in New
York or one of its offices strategically located
throughout the country In addition. each
James office has a resident International

Coordinator who is kept apprised of
important overseas developments.

James Service-in-Depth" the answer
to insurance needs overseas as well.

In order to provide professional insurance
brokerageservices outside the U.S. we
formed Minet James International Limited.

The firm is jointly owned by Fred. S. James
& Co. Inc. and Minet Holdings Limited.
one of the United Kingdom's largest and most respected brokers. Because
James and Minet have specialized for years in solving the insurance problems
of American corporations, we are perfectly suited partners in servicing U.S.
multinational corporations.

For further information on this aspect of James' "Service-in-Depth: contact
your nearest James office or write Reynolds Blossom. Communications
Department. Fred. S. James & Co.. Inc., 230 West Monroe Street,
Chicago. Illinois 60606. JamEs

FRED. S. JAMES & CO., INC.
Insurance Brokers Since 1858
Insurance an j Risk Management Services
Through More Than 100 Of fices Around The World.

tension programs the Michigan
and Connecticut plans will follow
guidelines set by the BC & BS
Assns.,the national coordinating
arm for Blue Cross and Blue Shield

plans.
. A program specialist and pro-

gram coordinator willinventory an
area to assess the service capabili-
ties of local blood pressure control
organizations. After getting this in-
formation, the planning staff will
find organizations willing to work
with Blue Cross.

• Marketing executives will be

trained to sell the concept to em-
ployers. The executive must con-

vince employers that this program
can save him money while improv-
ing the overall health and risks of
his employes.

• The program coordinator will
act as a consultant to the employer
to plan and implement a program
tailored to the size and the needs of

the employer.

According to Joan Miller, project
manager for the BC & BS Assns.,
however, each program to be effec-
tive must screen employes, refer
possible high blood pressure vic-
tims to doctors, push follow-up
consultations with doctors and

employes to make certain the per-
son is hypertensive and then
monitor all employes with hyper-
tension.

"It is the follow-up consultation
and the monitoring of the progress
of the employe that makes this
kind of program work," Ms. Miller
added.

At this stage in the project, BC &
BS will help employers give the
employe supporting information
to correct his condition through
educational programs about medi-
cation and special diet plans.

For employers without an occu-
pational health staffor the capacity
to absorb one, Blue Cross has
devised an alternate plan. Accord-
ing to Ms. Miller, 47% of the em-
ployers in Blue Cross plans do not
have a health staff.

The plan, called "the circuit rid-
ing concept," consists of a team of
professionals from outside sources
such as health maintenance orga-
nizations or veteran's administra-

tion hospitals to implement the
programforanumberofsmallem-
ployers in the community.

ne BC & BS will work out the
financial details of such an ar-

rangement and then provide the
training materials to set up the sys-
tern.

The Michigan plan with 4.5 mil-
lion subscribers and the Connecti-

cut plan with 1.2 million sub-
scribers will test the project for 15
months. Based on the results of

this testing period, training pro-
grams and project materials will be
made available to all BC & BS

plans across the nation.
"This project is one step in our

effort to change the focus of health
care toward one of early detection
and treatment of disease," said
Walter J. MeNerney, president of
the BC & BS Assns.

BC & BS plans provide health
care for about 35% ofthe employed
population in America. m

More men killed

Accidental deaths have always
been significantly higher among
men than women, the American
Council of Life Insurance says.

Latest government data show that
men die from accidents at a rate

almost two-and-a-halftimes higher
than women, says the Council.



AFIA

How not to be captive
to your captive.

A captive program is not
for everyone. But for those
seriously thinking about
one, an important con-
sideration is how to operate
it in a way that doesn't
place you in a bind but
allows you to achieve your
objectives.

Captives can often tie up
management time, money,
and talent without pro-
viding the benefits ex-
pected. However, there is a
way to avoid being captive
to your captive.

AFIA has been involved

with captives since they
first began to attract the
attention of the market-

place. And probably are
working with more over-
seas captives than anyone
else. Our role is to

eliminate the stumbling
blocks that tie-up time,
money and management.
And because we have been

I. I

-r..1.. , \.,1 '\\\
r

:....I-.... , : I

I '.

3/ j j.\
I- .3. /' ., I .

\
,

1 .... \
.

...

B : 1:
i

.

/ , Ip if#.C
. 1'-

\
/

I .
.

*#.....Jt ; \/
I

/

.

..:

I ,
/J

/ ,:. . /

/9 ;,

: -4, ·1 i,

t
/ T-194*f
-t :14 .* *4,4.>+ .'I

,<vken,22>:

' ..C , .

'

foreign insurance special-
ists for over 60 years, we
can bring the knowledge
and experience to your
captive no one else can.

Operating in more than
80 countries, AFIA can

provide admitted local
policies with competitive
rates and conditions, and
AFIA reinsurance can

simplify such matters as
cut-through clauses, rein-
surance recoveries, and
corporate guarantees.

AFIA provides the full
insurance services needed

allowing the parent com-
pany to obtain the benefits
of a captive without being
tied up by it. It's why we
say, there's a place for
every type of insurance
situation in AFIA's world,
and one reason why 90 of
the top 100 U.S. com-
panies operating abroad
insure with AFIA.

COME TO AFIA.
THE WORLD'S INSURANCE COUNTRY.

WORLDWIDE INSURANCE World Headquarters: 1700 Valley Road • Wayne, N.J. 07470
U.S. branch omces: New York · Chicago · Cleveland · Dallas · Houston · Los Angeles · Miami · San Francisco · Seattle • Wash., D.C.
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Modeled after pioneer CIRCL

11 captives create new reinsurance outlet
By KATHRYN J. McINTYRE

GRAND CAYMAN-Eleven

captive insurance companies are
operating a new captive reinsur-
ance company here, Cayman Over-
seas Reinsurance Assn. Ltd.

(CORAL), for better access to rein-
surance and risk shifting.

Modeled after the pioneer cap-
tive reinsurance company, Corpo-
rate Insurance & Reinsurance Co.
Ltd. (CIRCL) in Bermuda, CORAL
is designed for smaller companies
and lower levels of insurance, said
John W. Ray, director of Cayman
Underwriters Services Ltd., which
is managing CORAL.

"CORAL is not a competitor to
CIRCL," Mr. Ray stressed.

"CORAL is intended to give small

companies more capacity and to
help them grow," he explained,
while CIRCL caters to large cap-
tives.

The new reinsurance facility,
created at the request of captives
managed by Cayman Underwrit-
ers, is further proof that captive
insurers are branching beyond in-
suring just the risks of their parent
companies as they were first
created to do.

A captive's participation in a fa-
cility such as CORAL or CIRCL,
where some of the captive's parent
company's risks are transferred to
others while unrelated business is

assumed by the captive, can be in-

terpreted as a captive's attempt to
satisfy the IRS that tax deductions

for premiums paid to the captive
are warranted or as an effort by the
captive to solidify its position as a
profit center for the parent
company-or both.

To join CORAL, a captive pur-
chases 25 shares of common stock

at $1,000 a share. In comparison,
CIRCL requires $200,000, the cost
of one share, for membership.

However, CORAL member and
non-member captives with money
to invest can purchase additional
preferred stock in CORAL being
issued at $1 a share to raise $1 mil-
lion in additional capital for the
fledgling reinsurer.

CORAL's capacity is now $3 mil-
lion to $5 million with the goal of
reaching $30 million to $40 million
in a few years. The reinsurer ex-

pects to handle $750,000 in pre-
miums in its four months of opera-
tion by year end 1978 and hope-
fully $12 million bytheend of 1979.

The largest, and onli, publicly
known, shareholder captive of
CORAL is Charter Oil's captive St.
Ives Insurance Co. Ltd., which is
also a member of CIRCL and the

owner of Cayman Underwriters.
Although he declined to release

their names, Mr. Ray said the other
10 CORAL shareholders are the

Cayman captives of two other oil
companies, a large publishing
company, a food and groceries as-
sociation from New Orleans, an as-

sociation of construction compa-
nies, three chains of insurance
agencies from New York, Michi-
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No matter what your commercial property
insurance needs, you can count on Charter to give
you the plan most likely to reduce premiums and
administrative costs, and expand coverage.

The fact that we provide insurance on more than
three billion dollars in property worldwide tells
you we have the experience, the contacts with
carriers, the trained personnel and the competitive
pricing you want. And Charter is an industry
leader in designing innovative and efficient
approaches to coverage.

Present customers include property management
companies, financial institutions, property

r

owners, property partnerships, real estate trusts,
pension funds and both corporate and private
aircraft owners.

We'd like to show you the kind of service that's
made them Charter customers. So give us your
commercial property coverage problem. Over
$3 billion of experience says Charter can handle it.
Charter Insurance, Inc. is a member of the Charter
- Insurance Group, which is a subsidiary

of The Charter Company.

0 1 >:li (4 1
Insurance
Inc

The Chartey Company ranks 178th on Fortune's list of the top 500 Ameyican Co*orations.

Agents/Brokers · 220 N. Main Street · Jacksonville, Florida 32202 · 904l358-4325 · TELEX 56-350

gan and Texas, a food service com-
pany and an individual.

Two additional Bermuda cap-
tives may join CORAL, Mr. Ray
said, but the big push was to gather
11 companies to establish CORAL
in September as a non-controlled
foreign corporation so its earnings
for parent companies would not be
immediately taxable in the U.S.
CORAL plans to limit its member-
ship to the high twenties, Mr. Ray
noted.

The captives forming CORAL
have made three-year commit-
ments to the reinsurance facility.
Charter Oil's St. Ives will also at
least fulfill its remaining four-year
commitment to CIRCL, Mr. Ray
said, reinsuring its high layer ex-
cess with CIRCL and its primary
insurance with CORAL through a
fronting company.

"The reinsurance program in
CORAL is very similar to

CIRCL's," the management com-
pany director explained. Captives
will offer their risks to an under-

writing committee of CORAL di-

rectors, which will exclude the rep-
resentative of the captive whose
business is being considered. The
committee will decide how much
of the risk being offered CORAL
it will accept and will offer shares
of that risk to the captive share-
holders of CORAL.

After members have taken their

shares of the risk, CORAL will
keep a portion of the risk and then
reinsure the remainder. General

Reinsurance Corp., which split
with CIRCL after differences of

opinion on underwriting, will be
CORAL's treaty reinsurer, Mr. Ray
confirmed. A representative of
General Re will sitin on underwrit-

ing committee meetings and will
be able to influence the com-
mittee's decisions since it can
refuse to reinsure risks, Mr. Ray
conceded.

There will be two reinsurance

pools in CORAL, one for reinsur-
ance on a treaty basis with General
Re and the other for more difficult

to place risks to be reinsured on a
facultative basis with General Re

and others.

CORAL shareholders are not ob-

liged to offer risks to CORAL or to
assume risks from CORAL. Nei-

ther is CORAL obliged to accept
risks from its shareholders.

However, the program is de-
signed to cede to each captive
shareholder 80% of the business

ceded to CORAL by its share-
holders. It's also planned for

CORAL to accept risks unrelated
to its shareholders, from other cap-
tives and U.S. reinsurers, "to give
CORAL shareholders additional

premiums for more capacity," Mr.
Ray explained.

Since ultimately shareholders of
CORAL are at risk for the other

shareholders' ability to meet their

commitments, underwriting guide-
lines were established. No more

than 10% of the capital and surplus
of either a shareholder or CORAL

is to be exposed to any one risk and
premiums on all risks retained are
not to exceed four times the capital /
and surplus.

Initially, CORAL will deal only
in casualty risks.

Mr. Ray noted that while the
reinsurance rates "overall will be a

little less than market rates, no one

is going to make a big savings in
premiums in CORAL." To the ex-
tent that CORAL is eventually

profitable, predicted to take three
to four years after reserves are built
up, shareholders placing insur-
ance with CORAL will be awarded

reduced premiums and policy-
holder dividends.

CORAL's real selling point, ac-
cording to Mr. Ray, is it will allow
parent companies to strengthen
their insurance programs "be-
cause their captives will grow." In
addition, risks that might not find
reinsurance on the open market
will hopefully be able to place it
with CORAL. .



Jury rules Ford Capri defective,
LOS ANGELES-A 25-year-old Ford was liable for the injuries suf- woman.

woman, who was paralyzed in 1973 fered by Patricia Robison of North
The $3 million verdict followed

when her 1971 Capri struck a bar- Hollywood because the steering by only a few days an $11.5 million

rier on the Hollywood Freeway,
mechanism ofher Capri was defec- verdict in Los Angeles against

has wona$3 million productinjury tive, causing her to strike the bar- Ford in the case of a college stu-

verdict against Ford Motor Co. in rier in the freeway.
dent who suffered permanent

Los Angeles superior court.
Ford will appeal the verdict, ac- brain damage in a 1970 accident in

Plaintiff attorneys argued that
cording to a company spokes- a Lincoln Continental (BI, Oct. 30).

awa rds $3 million
In the current case, Ford attor- was arrived at after the jury had

neys argued that Ms. Robison had found her to be responsible for 39%
had a fight with her boyfriend and

of the accident and Ford 61%. The
had been speeding. The car maker jury assessed damages at $5.3 mil-
also claimed that the plaintiff's car lion for medical care, pain and suf-
had not been properly repaired af- fering and loss of earnings. How-
ter an earlier accident.

ever, that amount was reduced by
Ms. Robison's $3 million verdict 39%. "
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They save money in the bargain. By buying Group Life insurance from Phoenix Mutual.For 2 employees or 2,000 or more, our Group Life plans made sense to 8,656 companypresidents last year alone. That's an average of 34 every business day. They banked on our hgoam
reputation for the sake of their employees. And on our price for their bottom line. WAVfar/A/\\7

Why not trust your employees' lives - and your budget - to the company that protects
both. Phoenix Mutual, Hartford, CT 06115. Phoenix Mutual

1¥¢resaving a lot ofpeople a lot of mone
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wdre good foryou
join us and get your share of clout. Clout. A strong word. And you get it when

you join the 126,000 member strong Independent Insurance Agents ofAmerica.
\/Ve work together with Local and-State Associations to protect and advance

your business. We can help you in almost any area; from preventing unfair
competition by non-insurance interets.to monitoring government at all levels,
if you belong.

To get your 34 compelling reasos why you should belong-give us a call
on the "800" action hotline. If you are a member, use the action hotline for
any questions you may have.

YOLRdependent
nsumnce  AGENT

SERVES YOU FIRST

independentinsurarke Agents of America, inc.
85 john Stree, New York. N.Y. 10038

Over 126,000 member agents Lepresenting 34,000 agencies. More than
250,000 dedicated employees serving America's insurance needs.

800-221--7916
Call this 24 hour, toll-free numbertoday · In Alaska, Hawaii. and New Yorl< State call 212-285-4283 collect.
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Risk Underwriters with innovative ideas

servicing the Midwestern States

CASUALTY

Paul Feldsher

PROPERTY

Jim Bingham

CRAVENS, DARGAN AND COMPANY
Pacific Coast of Illinois, Inc.

Sears, Tower; Suite 5730
233 South Wacker Drive

Chicago, Illinois 60606
(312) 876-0262

Telex: 25-4279

Branch Manager: Bob Haney

56 in 1977

Milli6n dollar awa rds

grow, but rate slackens
CLEVELAND-Jury awards

topping the $1 million mark
continued their upward climb last

year, but the rate of increase was
sharply lower from previous
years.

Fifty-six verdicts over $1 million
were awarded in 1977, a 14.2% in-
crease over the 49 $1 million
awards in 1976. By contrast, $1 mil-
lion awardsjumped from 26in 1975
to 49 in 1976, an 88% increase, ac-
cording to Jury Verdict Research
Inc., a legal research firm here
which compiled the figures.

At the same time, the administra-
tive office of the U.S. Courts re-

ports that the number of product

Who Cares What Happens...
. . . After the group insurance contract is signed?
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THESE TOP PROVIDENT PRODUCERS CARE!

The kind of care Bob Anderson, Don Simon, and Norb Rauchet demonstrated
during the most recent production year won them top honors as Provident's
leading Group Pro's.

Bob, manager of our Cincinnati office, took top honors in two
categories - The most new life volume and the most new premium.

Don and his Chattanooga group office associates excelled in produc-
ing the most new premium from existing business.

Norb, in charge of our Philadelphia operations, exhibited outstanding
professionalism as he won two categories - He wrote the most new
cases and also won the non-retro-profitability award.

These men are hard to beat - ask any of our
other Group Pro's - They'll tell you.

GROUP DEPARTMENT

Provident
Nmr=n':Tr;m

m.Lign.BEW"Flil

CHATTANOOGA, TN 37402

liability cases filed in U.S. district
courts increased only slightly in
the last year.

According to the court's prelimi-
nary annual report, 4,077 product
liability cases were filed in U.S.
courts in fiscal year 1977, which
ended June 30, 1977. In fiscal year
1978, 4,372 cases were filed, a 7.2%
increase over the previous year.

Between 1962 and 1977, at least
232 million dollar awards were

made, according to the Cleveland
research firm. The tally on a year-
by-year basis is: -

1962: 1

1963: 2

1964: 1

1965: 3

1966: 1

1967: 4

1968: 5

1969: 3

1970: 7

1971: 11

1972: 22

1973: 17

1974: 24

1975: 26

1976: 49

1977: 56

In a study of 188 million dollar
awards, Jury Verdict Research
found that California led the nation

in big awards recording 45 million
dollar verdicts. New York had 25

verdicts of $1 million or more,
while Florida had 24 and Illinois
13.

Forty-four of the million dollar
verdicts involved product liability
while malpractice actions resulted
in 27 such verdicts and auto acci-
dents in 26.

Information sources for Jury
Verdict Research include court

clerks, newspaper clippings and
attorneys who supply details on
cases.

Furthermore, the million dollar
awards figure refers only to jury
verdiets. Usually, the final settle-
ment after appeals and out-of-
court settlements is substantially
less than the initial award.

The report from the administra-
tive office of the U.S. Courts re-

vealed that the number of product
liability cases filed in a state is not
directly linked to the size of the
state's population.

For example, Louisiana, the 20th
most populous state, had 206 prod-
uct 1.ability cases filed in U.S.
Courts in fiscal year 1978, placing
the state in the number five posi-
tion in the number of cases filed.

South Carolina, the 26th largest
state, also was the home of a lot of
litigation. One hundred eighty-two

. product liability cases were filed in
federal courts in fiscal year 1978, a
31.9% increase over the previous
year and the sixth highest number
in the country.

Texas overthrew Pennsylvania
to gain the dubious distinction of
having more product liability
cases filed in federal court than any
other state. The Lone Star state re-
corded 371 new product liability
cases in fiscal year 1978 topping
number two Pennsylvania's 348.

Third in the U.S. district court

product liability standings was
New York with 234 cases followed
by Michigan with 207 cases.

Of the 50 states, Wyoming and
North Dakota shared honors byty-
ing for the fewest number of prod-
uct liability cases filed in U.S. dis-
trict courts in fiscalyear 1978. Only
eight product liability cases were
filed in each ofthose state's federal
courts.

RIMCO moves
RIMCO Inc. has moved to larger

offices at Meadow Park Central in

Dallas. The risk management con-
sulting firm is still in the same
building but moved to accommo-
date its 42 persons.
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New for

insurance companies.
No one knows better than insurance professionals how many
liability exposures today's multi-faceted insurance company faces.
And no one knows better the benefits of package programs.

That's why Shand, Morahan has designed a single policy that
covers both the Errors and Omissions and Directors and Officers

needs of insurance companies.
Plus ERISA and Mutual Fund Liability-
should your corporate entity require it. The E&0,D&0

The benefits of such a centralized,
package policy, as any insurance profes- two-in-one
sional knows, are: the elimination of
possible conflicts between separate
carriers; the ease and advantage of deal- Policy.ing with a single underwriting and claim
staff, not to mention a single knowledge-
able defense staff should the need arise.

Last but not least, this streamlining and
consolidation of various liability cover-
ages into a single policy could also
mean savings inthe total overall premium.

A claims-made package designed
to suit the particular needs of insurance
companies. Another innovative concept
from the professional liability professionals *'
at Shand, Morahan.

 Shand, Morahan &Company, Inc.
One American Plaza Evanston IL 60201 312/866-2800 Cable Shanmor Telex 72-4328
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Frozen food firms hope Bermuda melts premiums
By JERRY GEISEL

MeLEAN, Va.-A trade associa-
tion-owned captive domiciled in
balmy Bermuda may be the right
ingredient to melt rising liability
insurance premiums for frozen
food processors.

Food Industry Insurance Co.
Ltd. (FIICO), the captive of the
Frozen Food Institute, will offer
policyholders $1 million of cover-
age on general liability risks, in-
cluding product liability. An addi-
tional $5 ofexcess umbrella liabil-
ity coverage also is available

through FIICO.
FIICO is taking the first $50,000

of risk on an occurrence basis for

the primary coverage. Scor Re, a
Dallas-based reinsurer, is picking
up the next $950,000 ofrisk, also on
an occurrence basis.

Ninety-five per cent of the first
$1 million of excess coverage is
reinsured on a facultative basis

while all excess above the $1 mil-
lion mark is reinsured. American

Re-Insurance Co. has been heavily
involved in the excess reinsurance

arrangements.
Unlike other trade association

captives which often have used a
licensed insurer to act as a "front,"
FIICO itself will be issuing poli-
cies. FIICO vp Jerry Wallin said

the captive isn't large enough to
justify the cost of "fronting" ar-
rangements.

Like most other corporations,
frozen food processors suddenly
were hit with huge product liabil-
ity insurance premium increases
about two years ago. Premiums, in
some cases, increased 10-fold in a
couple of years, even though the
loss experience ofthe industry had

been excellent.

Some frozen food companies felt
their premiums were being hiked
to pay for insurers' product liabil-
ity losses in other industries and
that wasn't "quite right," Mr. Wal-
lin said.

Ebasco Risk Management Con-
sultants was retained to come up
with alternative insurance options.
After careful scrutiny of Frozen
Food Institute members' claims

experience, Ebasco recommended
a Bermuda captive.

Bermuda edged out Colorado to
base the captive because of tax ad-

Chemetron.The only name you'll ever
need in Halon systems. Big or small.

Chemetron gives you a choice in Halon 1301
systems. Like a full line of both precalculated
and fully engineered 360-psi and 600-psi Halon
fire suppression systems.

This means you'll be prepared for just about
any kind of fire hazard. And only Chemetron
offers 600-psi systems to the commercial market.

Our Pre-Calc®systems are ideal for small
installations-those requiring a single cylinder
and piping precalculated fer easy and quick
installation.

Chemetron's fullyengineered systems protect
complex operations. They can be designed for
360- or 600-psi applications involving extensive
piping layouts, or the protection of multiple areas
from a central location by LSing hazard selector
valves.

0

00

And for unbalanced systems, our proprietary
computer program gives you fast, accurate
designs.

Chemetron. The full-line name in Halon fire
suppression systems. Write Chemetron Fire
Systems, Route #50 & Governors Highway,
Monee, Illinois 60449, (312) 534-1000.

Or call your conve-liently located Chemetron
Fire Systems distributor. You'll find him in the
Yellow Pages under "Fire Extinguishers"

ci,immiton
TM

Fire Systems
Chemetron Corporation A member company
of Allegheny Ludlum Industries.
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vantages the British colony offers
as well as the lower capitalization
requirements. Under Colorado
law, a trade association must have
$750,000 in capital while Bermuda
only requires $120,000 in capital.
The association contributed the
capital for the captive.

Policies currently are being is-
sued. Of the 120 members of the
Frozen Food Institute, five compa-
nies have purchased policies. Mr.
Wallin expects that about half of
the trade association members will
buy FIICO policies.

Mr. Wallin said FIICO's annual
premium flow should be between
$400,000 and $500,000 after its first
full year of operations. Five years
from now, Mr. Wallin believes an
annual premium flow of $1 million
is possible.

Premiums are based on standard
manual rates, though substantial
discounts are available for compa-
nies with good claims experience.
Mr. Wallin estimated that a typical
FIICO policyholder is paying 25%
to 30% less than under prior insur-
ance arrangements.

FIICO is being managed by In-
surance Brokerage & Management
Co. Ltd. of Bermuda. Claims are
being adjusted by Crawford & Co.
on a fee basis.

Currently, a technical staffer
from the Frozen Food Institute as-
sists policyholders with loss con-
trol services. However, safety and
loss control engineering services
will be purchased as FIICO ex-
pands.

In order to join the program, a
company must be a member of the
Frozen Food Institute. The current
120 members of the association
produce about 80% of the frozen
food processed in the U.S.

Policies will be issued annually.
After a year, rates will be reviewed
and adjusted downward for mem-
bers with favorable claims experi-
ence.

Policyholders are enthused
about the reasonable cost of cover-

age and quick claims handling, Mr.
Wallin said. While Mr. Wallin is en-
couraged at FIICO's progress, the
captive isn't going to stop at pro-
viding only general liability cover-
age. Property coverage might be
the next line FIICO will write, Mr.
Wallin predicted. •

Carter sees

quick impact
for changes

WASHINGTON-The Carter

Administration's reorganization
plan designed to reduce various
problems associated with the pen-
sion reform law will be imple-
mented right away and will have
"immediate tangible results,"
President Carter said following
congressional approval ofthe plan.

The plan "will reduce substan-
tially ERISA's administrative bur-
den on both businesses and labor
unions by reducing the time re-
quired to process applications for
exemptions from prohibited trans-
actions and accelerating the is-
suance of the remaining regula-
tions," President Carter said.

Under the plan, which was ap-
proved last month, the Treasury
Department now has primary ju-
risdiction for setting pension plan
standards for funding, participa-
tion, vesting and benefits.

On the other hand the Labor De-

partment will hold sway on estab-
lishing fiduciary standards for
pension and welfare benefit plans.
It will be up to Labor to issue ex-
emptions from the prohibited
transactions provisions of
ERISA.
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Schinnerer's Hospital Insurance Program. It's not
conventional insurance. Hospitals that rely on
conventional insurance for liability protection have
found the escalating costs unmanageable.

It's not self-insurance, because that alone doesn't
provide adequate coverage. And it isn't one of those
all-or-nothing combination packages.

It's a total program, designed to fit the needs of the
individual hospital. We'll show you how to combine a
self-insurance trust with an excess insurance policy
for coverage at the catastrophic level, and we'll set
them up to operate within a system of effective claims
management and patient safety. The hospital funds
the risk it can afford, transfers to us the risk it can't and
benefits by ongoing guidance of experts with national
experience.

Since it's a custom-tailored program, the hospital
isn't confined to a predetermined package, or paying
big premiums based on sharing all risks and losses
with other hospitals. In fact, with the savings on
premiums and the income from the trust, a hospital
can stabilize-and often dramatically improve its cash
position.

With all the expensive, stop-gap measures being
employed by hospitals in the wave of the malpractice
crisis, this is the first really well developed, reasonable
approach to hospital liability.

Call Ed Zarrella (312-663-3631, Chicago) or Jim
Willging (202-686-2944, Washington, D.C.) They'll be
glad to explain our new program in detail.

Victor 0.

52Miriri5E
&Compary Inc.

5028 Wisconsin Ave., N.W.

Washington, D.C. 20016

Introducing the flrst reasonable solution totheproblems of hospital liability.

J. SpriggDuvall
Praident
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around the states

North Dakota court voids medical malpractice la-
BISMARCK-North Dakota's

medical malpractice law is uncon-
stitutional, the state supreme court
says.

In an unanimous decision, the

five justices upheld a decision by
a district court judge in a suit
brought by four state physicians.

The high court agreed with the
district judge that the law violates

the equal protection clause and
due process provisions of the 14th
amendment.

The law, enacted by the state leg-
islature in 1977, requires health

care providers to carry $100,000
worth of medical malpractice in-
surance to be licensed to practice
medicine in North Dakota.

The statute also required doctors
and hospitals to participate in a pa-
tient trust fund, administered by
the state insurance commissioner,
to cover malpractice claims up to
$300,000.

The high court maintained the li-
ability limit was too low compared
with other states and violated phy-
sicians' rights to equal protection
and due process.

The supreme court also ruled the
law deprives defendants of the
right totrial byjury. Underthelaw,
patients could bring a malpractice
suit in district court without a jury
naming the fund as defendant.

Limiting the amount seriously
injured patients can recover for

medical negligence also violates

the equal protection clause, the
court said.

Maternity leave

OLYMPIA-The Washington
State human rights commission
has confirmed a commission regu-
lation that denial of maternity
leave is sex discrimination when

sick leave is otherwise offered.

Wanda Bashay filed a discrimi-
nation complaint in March 1976, al-
leging she was denied maternity
leave by the Tacoma-Pierce Coun-

ty Employes Credit Union when
she became pregnant.

The commission-appointed tri-

bunal decided that Ms. Bashay
should be paid 442 months' back
pay, minus state unemployment
payments she has received.

Psychological benefits

FRANKFORT, Ky.-A worker
who said his psychological prob-
lems stemmed from a work-related

injury failed to convince the Ken-
tucky court of appeals that he is
entitled to total occupational dis-
ability benefits.

The claimant, Robert E. William-
son, contended that psychiatric
problems resulting from an injury
at work rendered him totally occu-
pationally disabled, although he

Frank B.Hall & Co.
A Corporate Best Seller

all & Co.
Clien
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These illustrious clients and many more consider
Frank B. Hall the encyclopedia of insurance brokerage. 3200
professionals in 122 locations make our international network
the definitive source of protection for corporate human and
financial resources. Contact us and discover why, since 1862,
Frank B. Hall & Co. has been a Corporate Best Seller.
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We make you safe.
You make us famous.

admitted no physical problems re-
mained from the injury.

The Kentucky workmen's com-
pensation board rejected his claim
and that decision was upheld by a
circuit court.

State fund

ST. PAUL-A state-operated in-
surance fund to pay benefits to in-
jured workers is one possibility for
reducing workers compensation
costs in Minnesota.

Democratic Sen. Steve Keefe

said a study commission which has
been looking at workers compen-
sation for nearly two years will is-
sue a report in December and will
aim at a "substantial reduction" in

rates.

Sen. Keefe is chairman of the

study commission, which is com-
posed of both public and legisla-
tive members.

He said one of his tentative con-

clusions is that private insurance
companies, which now supply all
workers compensation coverage in
Minnesota, "have grown fat and
lazy" under government protec-
tion. Private insurers are skim-

ming 30 cents of each insurance
dollar for overhead, while some

state-operatedfundsgetbyononly
eight cents for administrative
costs, he charged.

N.D. tort reform

BISMARCK-A North Dakota

interim legislative committee has
passed a proposal to limit the
scope of consumer lawsuits

against manufacturers of products
resulting in personal injury.

By a 6-4 margin, the legislative
council's interim product liability
committee voted to limit con-

sumers from suing a manufacturer
whose product resulted in death or
injury.

Under the bill, consumers would
be restricted from suing if an al-
teration of the product by the
consumer caused the injury or
death; iftheproduct was notdefec-
tive at the time of sale and was con-

sidered safe according to govern-
ment standards and if 11 years
elapsed from the date of manufac-
ture or 10 years passed since the
date or sale.

Two members of the committee

questioned the constitutionality of
the proposal.

Wage loss urged

TALLAHASSEE-Insurance

commissioner Bill Gunter is im-

ploring Florida legislators here to
study a wage-loss approach to the
compensation of permanent par-
Ual injuries.

Under the present system, per-
manent partial injuries comprise
4% of the state's workers compen-
sation cases, but eats up 50% of the
money paid out.

The wage-loss proposal offers a
two-step system for compensating
permanent partial injuries. First,
the injured worker would receive a
lump sum payment based on the
medicalseverityoftheimpairment
and then periodic payments based
on proven record of actual wage
loss.

Brainstormed by Miami attorney
John Lewis and John Burton, pro-
fessor of industrial and labor rela-

tions at Cornell University, the

plan attempts to eli*inate costly
subjectivity in payment determi-
nation and forces insurance com-

panies to increase emphasis on the
rehabilitation of the worker.

The current law was repealed
earlier this year and will expire
July 1, 1979. .
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Electronic devicessuch as these, which can monitor access to sensi-
tive areas and patrol hallways, parking garages and elevators via a
camera, will eventually replace security guards.

Corporate men in blue
replace watchman gear
-ith suits, technology

81 FRITZIE PANTOGA
Crain News Service

CHIC AGO-Exit doorknob

shakers. private eyes and night
watchmen. Enter security repre-
sentatives in blue tlazers, investi-
gatcrs in three-piece suits, loss pre-
ven:ion-experts wit.-1 attache cases
and cak ulators

The security industry is going
corpora:e.

The move away from the rent-

a-cop mer.tality toward hire-a-
security director parallels 10 years
ofphenomenalindustry growth. in
a 1970 study by Rand Corp., figures
show that in 1969 $3.3 billion was
spent on private security and out-
laysthisye:rareexpectedtotop 59
billion, with approximately $3)0
million spent ir Ch.cago.

John Burke, chairman of Chi-
cago chapter oftheamerican Soei-
ety )f Industrial Security (ASIS),
estimates that at -east 200 area

firms now have.n-house or proprie-
tary security directo -s who oversee
eveiything from investigations of
purse snatchings zo emergency
evacuatons to executive protec-
tion.

HB repo-ts that the Chicago
ASIS chap:er, with 450 members
whc are eitner directors and man-

agers of security,alr suppliers of
goods and services, has doubled its
membership in five years.

Corpcratons increasingly are
eager to pay from $15,000 for a
plant security chiefto $80,000 fora
director of security at a multina-
tional ccrpcration.

The rising crime rate, high cost
of internal theft and increasing
number -of terrorist acts are con-

tributing factors to :he boom.
A less dramatic, but probably

more direct cause fur elaborate se-

curity programs is the advent of
giant office buildings or vertical
cities which local laur enforcement

agencies cannot police.
Security directors at Chicago's

Sears Tower, IBM Plaza, CNA
Plaza or the Standard Oil Building
are charged with safekeeping of
10,000 to 12.000 people a day.

Budgets range from $500,000 to
$2 million, excluding electronic
equipment. Staffs range from 4) at
CNA to 93 at Sears Tower.

In addition to sik-figure operat-
ing budgets, these corporations
have hefty investments in e'.ec-
tronic equipment, closed circuit
television, cameras, scanners,

alarm systems, sprinkler systems,
automatic locks, computerized
locks sind nASing sv.qt.emR One

member ofthe Sears' securily staff
estmates that Sears Tov'er has $5
million in equipment a: its sky-
scraper.

Kidnapings and bomtings may
meAce headlines: but tlhey seem

somewhat remote when youtalk to
Chicago secirity direitors. 1

They will tell you in well-
mcdulated tones :hat their jobs in-
clude investigations, emergency
planning, screening of employes,
protection ofsensitive information
and physical sec--rity.

Getting ever-so confilertial, a
fev will acknowledge a g. owing
concern for execl_tires. ' Ye:, I be-
lieve zerrorist activities will in-

crease in this country." GYes, kid-
naping for prof: is on the up-
swing. ' But this is not the daily
fare.

The day-to-day activity of most
security directors, unless they are
heads of security for highly visible
multi-national corporations. is as
lov--keyed as therr beige-targeted
offces.

"Our function is to observe and

regort. patrol and protect, ' says
Ph-lliT Schmidt, head of bu ilding
security at Standard Oil.

Mr. Schmidt, •vhose ilean-cut,
stealy-eyed good looks would
make him a candidateforastarring
role on an FBI series, has ro flair
for the dramatic. He stic ks to the

bock and talks about emergency
procedures and concern for the
safety of the occupants of the
building. He and other rea direc-
tors agree this is their number one
concern.

At (INA, for instance, setting up

and implementing emergency pro-
ceduresis a big part of the security
prcgram. All sec urity personnel
have cardio-pulmonary resuscita-
tion training and a few are para-
medics. The security staff trains
other CNA employes. Eugene
Joyce, director of security, says six
people on each floor assis: with

CPR training.
The security representatives also

dril personnel or. evacuatkn pro-
cedures. They have set up teams
with one floor captain and four
leaders, an organization similiar to
Standard Oil's floor team system.

Safety of occupants also in-
cludes protection from crime.
Twenty-year law enforcement vet-
eran Arthur Bilek. who chaied the

Private Security Advisory Council
of the Law Enforcement Assis-

tance Administration, points out
that this is a relatively new func-
tion of security."Years agocompa-
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Don't confuse activity
with resu Its ....
If your current wholesaler is not delivering. . .
Call us for...

•$5 million AD&D on an individual
.$20 million kidnap & ransom -
 Pilots and crew members AD&D (students and crop dusters included)
e Hand disablement including loss of use

Correspondent at Lloyd's Landon

OBices in Boston add London

617-367-3234

PAC

4fk=ood.<Dipple*gmm
1'"WDomfed

131 State Street

Boston,,Massarhusects 02109

1 elex 92/7/2

PERFORMANCE ...FLEXIBILITY

That's what you get
from Ohio National's

Pension Accumulation Contract.

PAC's outstanding features will help you make the most of your
pension and profit-sharing dollars. '

• Ohio National's average new money interest rate on annual
deposits from 1973 to 1977 was an impressive 8.95%. Single
deposits as of September, 1978 are guaranteed to earn 9.25%
through 1982. (Rates on single ddposit contracts purchased
after September, 1978 may be higher or lower.)

• PAC offers liberal withdrawal and termination provisions, and
administration charges are very-favorable.

• Annual deposit contracts are available for contributions of
$5,000 to $500,000 or for single one-time deposits of
$250,000 to $1,000,000. (Larger single-sum deposits may be
accepted subject to Ohio National agreement.)

For descriptive brochure and complete information on how PAC
can benefit your clients and you, write or call

Gene M. Wilson • Director of -Retirement Plan Sales

P.O. Box 237• Cincinnati, Ohio 45201

Telephone: (513) 861-3600

The /--V OHIO NATIONAL Life Insurance Company
a mutual company/ cincinnati
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Chicago security...
Continued from preceding page
nies didn't give much thought to

protecting employes from harm,"
he observes.

At CNA the protection policy be-
gins in the lobby. Since the corn-
pany instituted tightentryand exit
controls in 1974, crimes like purse
snatchings, thefts and assaults
have dropped 37%, according to
Mr. Joyce.

CNA employes are issued I.D.
badges which they flash to enter
the cordoned-off elevators. Visi-

tors must stop at a reception booth
in the lobby and register. If a visi-
tor walks matter-of-factly toward
the elevator without stopping, a se-
curity officer in a blue blazer will
approach and ask, not too philo-
sophically, "Where are you go-
ing?"

When you register at the booth
the receptionist calls whomever

you plan to see and confirms your
appointment. You are issued a
visitor's badge. Either the person
you are to meet will come down
and get you or security will escort
you to that office.

It may seem like a lot of rigama-
role for people to go through just
to conduct business, but Mr. Joyce
contends the employes don't
mind. One woman who goes
through a similar process in the
CBS building remarked, "It's a
hassle. On the other hand, I'm glad
the guards are there when I come
out at night because someone al-
ways walks me to my car."

The Standard Oil Building has
an "open mode" operation during
the day, closed mode at night. Mr.
Schmidt points out that because
the building is 40% tenant occu-
pied people are constantly coming

and going. "If we checked every-
one, we'd have people lined up all
day."

This does not mean you can go
anywhere in the building. Access
to some floors and offices is limited

to those holding key cards, a com-
puterized card used to unlock
doors. Whenever a cardisused,the
activity is recorded on the corn-
puter. With a push of the button,
Mr. Schmidt can tell who entered,
where and when. If someone tries
to use the card in an unauthorized

area, it is also recorded.
In addition to these controls,

both buildings have extensive
closed circuit TV systems. Moni-
tors sitting in a central security sta-
tion watch scanners zero in on

parking garages, exits and en-
trances, elevators and sensitive
areas.

Both companies have between
40 and 45 people on staff. Security
representatives monitor in and out
traffic, patrol the building, monitor
scanners, escort people in and out

and investigate irregularities.
Communications officers keep
track of everyone via radio and
pagers.

Neither Messrs. Schmidt nor

Joyce are looking for heroes. All
security personnel are instructed
to report suspicious activity to the
police. The prime purpose of secu-
rity is not to apprehend, but to pre-
vent crime.

The phrase "loss prevention" is
frequently heard in security circles
these days. Loss prevention is the
corporate term for closing the door
before the horse gets out. But first
you have to find out which door is
.open.

A good loss prevention program
includes a system of checks
and balances-operational con-
trols which deter theft. According
to Mr. Bilek, these types of mea-

sures work better than hyped up
security measures-hidden cam-

eras, guards on loading docks and
locks.

Wells Fargo's proven 2-coast ing room, Wells Fargo's proven get the most experienced system
securities processing system. system gives you extra opportu- available, a significant time-

There's only one thing better nities to invest and work your difference advantage, a chance
than profiting by your experience: balances, thereby improving cash to improve productivity and lower
profiting by somebody else's management. operating costs.
experience. That's what happens One source Quality service at a
when you process securities with means less wasted motion. competitive price.
Wells Fargo Bank, the outfit that Wells Fargo offers a total If your bank is often unable
originated both-coast clearance system - clearance, settlement to settle transactions where and
of securities eight years ago. and custody No more chasing when you want, and you're re-

Time really is money. around for information or delayed luctant to sell or buy for same-day
With our system, you can start deliveries. No need to worry settlement, our system is some-

trading on the East Coast at about a place to store securities. thing you ought to know more
8 am EST and after a full 11-hour One source offers you the full about. It's among the most sophis-
trading day ends in California range of processing and control ticated operations available,
at 4 p.m. PST you know what your capabilities. You constantly get We'd like to tell you all about it.
position cash and securities -will accurate execution. Please call Vice President
be. With added time and operat- Control and experience. Ron Hillman at (415) 396-3602.

Instead of trying to control
cash and securities in several

banks, do it in one. With us, you'll

Wlls FArgo Bank
Securities Processing System:

*[Lr
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-oss prevention is checks and
balancesmcrethanhypedupse-
curity measures, says Arthur Bi-
ek.

Private eye's
crystal ball
for security

CHICAGO-More than 20 years
ago, a young Chicago police detec-
.ive on a routine missing persons
assignment uncovered some clues
that led to the solving of a sensa-
.ional teenagE murder case.

The murder made headlines and

=he detective got a job in the Illi-
nois state atorney's office.

Today, tha: detective, Arthur J.
3ilek, is fighting crimes commit-
sed against business. He is re-
jaried as or.e of the leading ex-
perts on private security in Illinois,
having walked the corporate beat
as the directzr of security for the
Hilton Hotelchainand the director

of security fur CFS Continental.
According to Mr. Bilek, more

companies will be taking an in-
ereasingly aggressive approach to
crime as the numbers of internal
and externar crimes increase. A

more ominocs possibility is the in-
erease of terrorism in this country.

The priva:e security role in de-
veloping defense strategies will ex-
land because, hesays,"The public
law enforcement sector simply
cannot meet this need in busi-
ness..

Mr. Bilek believes the next 10

years will mek major changes in
the business community relating
1.0 security. The developments he
fore:ees are:

• Security directors will become
part of a top management team
which forms a corporate security
poucy

• Because if their management
roles, security directors will be
MBA types rather than former law
enforcemen: figures. "They won't
be hired if they're not business
wise."

• Directors will design total secu-
ity packages including methods
for screening applicants, ordering
operational warehouse controls,
purchasing a building with secu-
rity in mind.

. Companies will cut back on se-
curity guards :n favor ofelec=ronic
devices, and :he remaining secu-
rity professionals will hold super-
visory or managerial positions.
The emphasis will be on quality as
the role of the security guard
changes.

• National and regional compa-
nies as well as multinational com-

panies will set up cooperative pro-
grams to pro:ect key executives.

• The relationship between secu-
rity directors and law enforcement
agencies w..1 improve with in-
ereased sharing of information,
particularly regarding terrorist ac-
tivities and protection plans

-Fritzie Pantoga a
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london line

14 nations meeting to up oil spill liability
By JOHN H. MILLER

LONDON-Delegates from 14
nations are meeting in the U.K. to
work out final details ofa new pol-
lution agreement which will hike
compensation for tanker "spills"
to $36 million from $17 million in
the near future.

The money will come from an in-
ternational fund, to be known as
the Fund Convention, to which
major oil companies in the signa-
tory countries will contribute.

But the U.S. government is not
among the signatories to the con-
vention, which has been under re-
view since 1971 and has now been
accepted by leading maritime na-
tions such as Britain, France, Ja-
pan, the Scandinavia nations, West
Germanyand other shipping coun
tries.

It will not have any immediate
impact on the Amoco Cadiz affair,
where the tanker's owners are the
target for $1.5 billion in damages in
lawsuits which have been brought
in U.S. courts against Standard Oil
of Indiana and its associate compa
nies.

But it can play an important part
in future compensation for oil
spills if international agreements
can be reached on the maximum
amounts to be levied against oil
companies or tanker owners for
such disasters.

Because of the size ofthe Amoco
Cadiz spill last March, the French
government is already asking for
the new fund to be prepared to lift
its compensation facilities to $72
million.

Formal acceptance of the new
fund will be welcomed by ship
owners, oil companies and their in
surers because they may reasona
bly know the limitation of dam
ages which may be sought from
them. But since many countries
are still outside the scope of the
new fund, voluntary contributions
towards major oil spills are still be
ingcontemplated byoil companies
through their scheme known as
CRISTAL (contact regarding in
terim supplement to tanker liabil
ity for oil pollution) which has
been in operation for the last sev
eral years.

French tanker fines

Tanker captains can be fined up
to $1.2 million by the French Gov
ernment for oil spills under plans
which are being introduced to pre
vent further pollution problems af
ter the Amoco Cadiz grounding.

Penalties for sailing too near the
French coast or breaking marine
traffic rules will rise to $240,000 for
tanker owners if the French gov
ernment adopts the strict new
laws.

The penalties are more than the
U.K. imposes, but the interna
tional organization IMCO (Inter
Governmental Consultative Orga
nization) says, "Anything that will
make the sea safer and avoid pollu
tion is welcomed by us, as we feel
that many fines in the past have
been too low."

Tenerife blame

Blame for the disastrous air
crash at Tenerife in March 1977 in
which 583 people were killed is be
ing put on the pilot of the KLM
jumbo which collided with Pan
Am's Boeing 747 on take-off.

But Dutch aviation authorities
are already disputing the Spanish
government report which claims
that the pilot never got full clear
ance for getting airborne because
of a radio mix-up.

Insurance sources in London say

that it is unlikely that the findings
of the Spanish aviation commis-
sion will have any materialimpact
on the ultimate passenger liability
settlements.

These are now expected to cost
the insurance market between $80
and $90 million, making a total
pay-out of under $150 million for
both passenger and hull liability
since the aircraft were valued at
$63 million.

A majority of the passenger lia-
bility claims are understood to
have been settled and are turning
out to be less than was feared in the
initial shock of the disaster, when
some experts predicted that it
might cost $400 million.

Realistic attitudes have been
taken in negotiations between vic-
tims' relatives, their lawyers and
insurers in the hope of achieving
proper settlements, according to
one leading U.K. source.

This has meant that shorter time
has been expended in litigation
than in the case of the Turkish

DC10 crash in 1974, when Califor-
nian lawsuits led to final settle-
ments of $62 million for the deaths
of 340 people, with attorneys fees
reaching just over $10 million ac-
cording to judgments last year.

Individual settlements also re-

tlect that many of the victims were
retired families on holiday.

The London aviation market
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takes a substantial part of the in-
surance losses, probably close to
50%, so it is closely in touch with
future developments.

Although in theory some insur-
ers might try to subrogate claims
against KLM if their pilot is ulti-
mately deemed at fault, the general
feeling is that this is unlikely, as
the spread of insurance cover
across the market is so wide that
most firms would be involved in
payouts to a large extent whoever
is finally blamed.

The Spanish report, which is re-
garded at present as purely techni-
cal with no judicial backing, says
the KLM pilot had received his
route authorization but no takeoff

GEOTHER

ENERGY

clearance. The Dutch authorities
claim the crew believed they had
clearance and never heard any ra-
dio message to the contrary, partly
because the control tower was ap-
parently busy with the Pan Am air-
craft at the same time.

The planes were diverted to
Tenerife when a bomb threat
closed the Spanish airport where
both were to land.

But the Pan Am plane had taxied
from the runway by an incorrect
exit and this caused general confu-
sion, according to the Spanish
commission's findings.

British fires

Fire losses in the U.K. are run-
ning at 30% above lastyear, having
topped $60 million in September,
one of the worst results for five
years for the British Insurance
Assn. which represents more than
300 companies. Twelve-month
losses total $625 million against
$420 million for the comparable
period 1977. •

H¥01 -

rl

SAND

CAS

Euen before newforms ofenergy enterourlives Mcirsh & McLennan pioneers the insurance that helps make them possible,

Energy
for the eighties:
it calls for

innovative insurance

planning right now
to make the

investment risks
worth taking.

Blackouts, brownouts, and fuel

shortages have made it very clear.
Today's energy problems will be-
come even more severe in the near

future, unless new energy sources
are found and new technology
is developed.

But that creates still another

set of complicated problems that
need answens.

Who will invest the vast sums for

the exploration and experimenta-
tion that are essential to a

genuine solution?
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Firms reap yield with personal budgeting benefit
SAN FRANCISCO-A brand new, relatively low-

cost fringe benefit is attracting the interest of some
sizeable California companies. And that may be the
reason why it is now poised to move East.

"Personal money management" is the name ofthe
new game in town. What it entails is a 15-hour course
in personal money management, including personal
insurance and budgeting, investment principles,.an-
nuities, federal tax laws, retirement planning and
some real estate, all packed into two back-to-back
Saturday sessions and paid for in part by the em-
ploye participants.

In contrast to standard company-sponsored pro-
grams in personal money management generally
limited to executive suite personnel, the companies
offering the new personal money management

Can sufficient incentive be pro-

vided for such costly and long-
term investments?

Can these investments be pro-
tected, and where will that protec-
tion come from?

Once solutions to these problems
are found, real progress can
be made.

The role of insurance

in energy development.

Before the enormous investments

in new energy sources can be
undertaken, corporations must
make certain their investments

are protected against loss. Here is
where Marsh & McLennan, a

skilled insurance broker; can

make an invaluable contribution

to corporate planning.

At Marsh & Mcknnan, we have

the skills and the people to handle
virtuallyeverykindofcoverage-
worldwide. This ability to nego-
tiate complicated insurance
programs becomes more and
more important each day as the
cost to bring cornplex new energy
facilities on stream continues to

increase dramatically

Finding the appropriate coverage
in the insurance and reinsurance

marketplace or developing viable
alternative solutions - such as

self-insurance programs for our
enerky industry clients - is a long
tradition at Marsh & Meknnan.

•We pioneered in the develop-
ment of insurance protection for
new energy ventures ranging
from coverage for some of
America's earliest oil wells to

today's mammoth offshore rigs.

•We provide our clients with
essential insurance protection for
generating plants, whether fossil
fuel or nuclear: for oil and gas
pipelines: and for mining and
drilling operations in some of the

By JOANNE GAMLIN

courses to their work forces do so with no discrimi-

nation whatsoever based on income level or age or
position. Most ofthe companies also add a brief edu-

most remote and inaccessible

places in the world.

•Looking ahead, we have turned
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Source: ·McGraw-Hill Publications Co.

our attention and resources to

assisting those companies explor-
ing potential energy sources as

disparate as tar sands. tides, wind
and the sun.

For everyone interested in the
bottom line, our point is simply
this: Mansh & McI.rnnan has
been-and continues to be-

deeply involved in helping com-
panies plan for the new energy
sources America needs. By provid-
ing the kinds of insurance cover-
age essential for new technology
in the energy field, we help ensure
an energy supply for the con-
tinued growth of other US. indus-
tries and businesses.

Marsh & Mclennan

makes its pledge.
Marsh & McI«ennan knows that

insurance and protection of in-

Marsh&
MCLennan- ts

vestment capital are vital to the
success of most every business -
including the vital business of
energy development. Over 100
years ago, we pledged to help busi-
nesses protect their capital assets.
That pledge still stands. That we
are today the world's leading
insurance broker is a continuing
vote of confidence from a growing
list of clients.

It is this great reservoir of
experience that we are able to tap
on yourbehalf, whatever your
industry, whatever your size,
whateveryour needs.

Ifyou would like to know more
about how we can help you, send
for booklet"Energj for the
Eighties." Write to: Dept 700-B/,
Marsh & Mdknnan. Incorpo-
rated 1221 Auenue of t he
Americas, New York New York
10020.

Experts like these are ready toput theirskills
to uork on yourbehag

When it comes to insurance,
come to the leader.

©1978, Marsh & McLennan, /ncorporated

cation in the companies' own employe benefit pro-
grams in the hope that it may give their workers a
fresh insight into the value and cost of other, more
traditional benefits.

More important, said Timothy P. Carlson, financial
vp for Acurex Corp. in Mountain View, Calif., the
course "fulfills an enormous need."

Mr. Carlson, who with Roland M. Jones of Dil-

lingham Corp., might be considered a missionary for

the new benefit. regards it as not only as much
needed, but also as a benefit that returns a good value
to the sponsoring company.

"Compare it in dollars per year to any other em-
ploye benefit," he suggested. "For Acurex's health

insurance premiums, we spend $650,000 a year. For
the personal money management program we are

spending nearly $3,000 or approxi-
mately $30 a couple for six classes a
year that have about 15 couples."

Roland M. Jones, described by
many observers as the prime
mover behind the new benefit,
brought personal money manage-
ment to Dillingham two Yfars ago,
after the company had experi-
mented with a program of hiring
high-priced consultants to do fi-
nancial counseling for a small
number of executives earning six-
figure salaries.

"After three years, they realized
that this was not working and dis-
continued it," recalled Mr. Jones, a
regional manager-human re-
sources for Dillingham.

However, his own interest in the
subject was up and Mr. Jones next
met with the Menlo Park, Calif., in-
vestment management firm of
Bailard, Biehl & Kaiser Inc.
(BB&K). The firm aroused his curi-
osity because its three principals
were authors of a fast-selling text-
book in the field, appropriately
called "Personal Money Manage-
ment."

BB&K had experimented with
giving courses in their speciality in
the early 1970s in cooperation with
such corporations as Hewitt Pack-
ard, Ampex and Standard Oil of
California. These programs were
never successful, however, proba-
bly because they relied too heavily
on the utilization ofthe three men.

Dillingham then decided that of-
fering personal money manage-
ment programs to their entire work

Continued on following page
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"Hey ! Need primary or excess pro.
ducts liability insurance? I'm in the
business !"

Specializing in
Hospital Malpractice

Product Liability

Municipal Public Liability

Kidnap-Ransom

Captive Insurance Program;

UG
600 Watergate Suite 960
Washington, D.C. 20037
Telephone 202 965 2052
Telex 248362

DAMA COMPAHY

INCORPORATED
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force might be a better idea. Mr.
Jones visited BB&K and after-

ward began work on a formal pro-
gram that could be used for his
company's employes.

In cooperation with the money

B.1. readers

"Discount"

management firm, Mr. Jones
produced audio-visual tapes,
20-minute presentations that now
account for about 40% of the

course time of the companies
sponsoring the benefit.

The use of the tapes, plus in-

WERBEL'S ON APPROVAL-30 DAYS

GENERAL INSURANCE GUIDE
A comprehensive loose-leaf insurance encyclopedia (revised quar-

terly) covering virtually all forms of Property and Casualty In-
surance. It contains more than 2,600 pages consisting of analyses
and explanations of contracts, descriptions of various risk rating
systems and classifications, court case citations, and many policy-
writing and loss procedures. For the desk of every insurance
manager, consultant, adjuster, or insurance producer.

SPECIAL DISCOUNT for readers who submit a copy of this ad with
prepaid order. Cost is $54 (instead of $64) plus NY sales tax, if
applicable. (Price incudes first year's Quarterly Revision Service.)

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

516-234-1114 212-261-6222

Short on promises

Long on performance

house training of the people who
will serve as moderators, help to
keep the costs of the benefit mod-
erate, according to its proponents.

Mr. Jones now runs a training
school for employes who want to
be trained as course moderators.

According to the audio-visual
tape, workers taking the course
should be able to walk out armed

with a number of new financialin-

sights. These include a personal
balance sheet, his/her tax situa-
tion, a personal forecast of finan-
cial needs and wants, a system of
recording expenditures, a method
of budget control, plus complete
information on the other benefits

offered by the company.

In short, says the tape, the course
should do no less than transform

money spenders into money man-
agers.

Among the Bay Area companies
that have offered the benefit for at

least a year are Acurex and Castle
& Cooke. Transamerica Corp.

You ask how many people in the class
have a will... and you will find out that
none of them do.'

launched a course last July and the
Bank of California and American

Data Processing, located at Clif-
fon, N. J., are on the verge o f start-
ing programs.

Spokesmen for all the firms
agree on many aspects of their re-
spective courses. First, spouses
and live-in companions are urged
to attend because the companies
believe that the course is more ef-

fective when a couple combine
their efforts at understanding its
sometimes arcane message. Sec-
ondly, the companies all charge

ROLLINS BURPICI<
HUNTER

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza.

Chicago, Illinois 60606

Timothy Carlson
Acurex

the employes who attend the pro-
gram a nominal fee, say $15, forthe
privilege. Third, while the compa-
nies rely on the tapes and the
course outlined as supplied by Mr.
Jones, they also try to tailor the
course to the needs of their own

employes.
"We found the course to be too

slim in real estate," notes Mr.
Carlson of Acurex. He· wrote a

'primer' on the topic to meet the
high interest in residential real es-
tate he observed among the partici-
pants of his company's program.

Significantly, both he and Row-
land Miller, corporate director
of organization and management
development at Castle & Cooke,
agree that the program has been an
all-around eye opener for all in-
volved.

"No matter what their income

level, I found thatthe program par-
ticipants were all screwed up fi-
nancially," said Mr. Miller.

Mr. Carlson agreed that he was
appalled at the ignorance of his
employes on the subject of wills.
"You ask how many people in the
class have awill," he said, "andyou
find out that none of them do."

Similarly, he discovered that
people are naive about the impact
that future inflation will have on
the remainder of their lives. To
bring this message home, Acurex
uses the example of a man who
earns S12,000 a year and a woman
who makes $8,000, both aged 40,
will need the staggerind sum of
$750,000 to survive successfully af-
ter retirement if inflation for the

next 25 years averages only a gen-
tle 5%.

This never fails to jolt employes,
he observes.

Does the idea ofliability for what
could be called bad financial ad-
vice ever make sponsoring compa-
nies jittery? Mr. Jones ack-
nowledged that he was troubled at
first by the specter of lawsuits. But
those fears have vanished.

Keith Bloomfield of American
Data Processing of New Jersey, a
firm which so far has run only a
pilot program for its San Francisco
based employes, and Kathi John-
son of Transamerica both agree
that their firms have little or no lia-
bility fears.

"We cover all the topics on a pro
-and con basis," Ms. Johnson said.
4'We emphasize that we are not
speaking as experts and that we
are not speaking for Trans-
america."

OSHA fines

NL smelter
WASHINGTON-The Occupa-

tional Safety & Health Administra-
tion (OSHA) slapped NL Indus-
tries with atotal of $155,000 in fines
after finding 14 health violations at
the firm's Beach Grove, Ind., lead
smelter.

NL Industries was fined $10,000
for each of 12 "willful" violations,
$4,000 for a repeat violation and
$31,000 for failing to correct health
problems uncovered by OSHA
during a 1976 inspection.

OSHA said the company didn't
properly use and maintain respira-
tor equipment needed to protect
workers from lead. OSHA also al-

leged that the firm permitted the

storage and consumption of food
and beverages in areas contaminat-
ed with lead. NL Industries said

the fine was "without merit" and it
plans to appeal. .



Idaho firm

trustees sued
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Public risk managers open doors for new group
WASHINGTON-PRIMA, the

national organization for public
risk and insurance managers, is
about to set down roots with a for-

mal membership drive in the next
month.

A brochure about the Public

Risk & Insurance Management
Assn. and the first ofwhatis hoped
will be monthly newsletters from
PRIMA will be mailed out by next
month. Those on the mailing listof
the International City Manage-
ment Assn. and the over 100 per-
sons who requested information
when the founding of PRIMA was
announced last May will receive
the mailing, said Natalie Wasser-
man, staff coordinator for PRIMA
at the ICMA.

The ICMA Public Service Center

here is tending to PRIMA's devel-
opment in an effort to fulfill acom-
mitment to the underwriters of a

public officials liability insurance
program that ICMA would expand
risk management awareness in
government (BI, May 15).

Offering cities, counties, states
and other political subdivisions a
forum for their risk management
concerns, PRIMA is asking gov-
ernmental entities to fork over a

$50 annual membership fee to the
association. Only governments are
beinginvitedtojoin PRIMA, tothe
exclusion of insurance vendors.

Initially, PRIMA's activities as a
clearinghouse of information for

the public risk manager will be fo-
cused on the monthly newsletter,
Ms. Wasserman said.

PRIMA president Dennis

Tweedale, risk manager of Madi-
son, Wis., hopes the newsletter will
be filled with "how-to" stories sub-

mitted by members. "There could
be safety stories, such as'We had a
problem with people blocking fire
doors and this is how we solved

it,' " he suggested.
The newsletter will also feature a

column discussing the latest court
decisions affecting public liability
and a listing of job openings in
public risk management as they
are sent into PRIMA, noted Ms.
Wasserman.

Mr. Tweedale is also anticipating
PRIMA will offer public risk man-
agers a vehicle for expressing their
concerns to other public interest
groups. He recently read, for exam-
ple, that the American Bar Assn. is
preparing a model procurement

BOISE-The government is su-
ing trustees of the Zweigart Pack-
ing Corp. Profit Sharing Trust,
charging the trustees with a num-
ber of violations ofthe pension re-
form law.

According to the Labor Depart-
mentsuit, the trustees loaned more
than $330,000-virtually all the
trust's assets-to the Zweigart
Packing Corp. of Pocatello, Idaho,
and failed to demand prompt re-
payment ofthe loan before thecor-
poration went out of business in
1977.

The suit, which was filed in U.S.
district court here, asks that the de-
fendants be removed as fiduciaries

and reimburse the trust for

amounts lost as a result of their al-

leged misconduct.
Named as defendants in the suit

are Fred Zweigart Sr., Fred

Zweigart Jr., Billy Yowell,
Vernard Swartz, Theo Whittle and
Dale Jones.

Under ERISA, fiduciaries must
act with undivided loyalty on be-
half of the participants and benefi-
ciaries of a pension plan and may
not use control over plan assets to

benefit themselves or the corpora-
tion. •

quote for use by municipalities
and he's concerned the document

could suggest all insurance be put
out for bid when municipalities
fare better negotiating their insur-
ance.

While Mr. Tweedale intends to

follow-up on this matter, PRIMA
would be the ideal organization to
pursue such concerns in the fu-
ture, he noted, as well as serving as
a source of information on insur-

ance for public entities for groups
such as the ABA.

Eventually, it's hoped PRIMA

will branch out by conducting re-
search projects for its members,
sponsoring seminars and main-
taining a speakers bureau. An an-
nual PRIMA meetingis targetedas
another chance for government
risk managers to get together other
than during the industry session at
the annual Risk & Insurance Man-

agement Society meeting.
"But we're certainly not going to

take the place of RIMS," stresses
board member Betty Conner, in-
surance coordinator for Memphis,
Tenn. "We want to expand oursec-
tion of risk management," she ex-

plained, "since there are a lot of
problems unique to government
risk management."

"We're envisioning a member-

ship of all municipalities through-
outthe country who are looking for
an organization that will hopefully
provide them with the organiza-
tional and educationaltools to help
them maintain a professional risk
management program," said Ro-
bert M. Bieber, PRIMA board
member and risk manager for

Westchester County, N.Y.
The ICMA has estimated there

4

are 89,000 persons in governments
across the country who could
benefit from involvement with

PRIMA, the majority of whom
handle risk management and in-
surance duties on a part-time basis.
Mr. Tweedale suggests PRIMA
should also view itself as a service

organization for smaller communi-
ties.

For more information on
PRIMA, contact Natalie Wasser-
man, ICMA Public Service Center,
1140 Connecticut Ave. N.W., Wash-

ington, D.C. 20036.

When it comes to property casualty insurance, chosen for their professionalism. They are our suc-
Grain Dealers Mutual is in a position of growth, cess, as we hope to be theirs. We insist that they
solvency and respect unequalled in the industry maintain the high quality of our insureds and stay
This preeminence could only be achieved responsive to their needs. Grain Dealers supports
through a total commitment to excellence. For these select independent agents with contem-
more than 75 years Grain Dealers has con- porary, often innovative coverages, extremely
tinuously striven for quality insureds, quality competitive rates, and fast turnarounds on claims.
agents, and quality services. If you're considering home,

The independent insurance ' GRAIn DEALERS mUTUAL car, or business insurance,
insurance con,pengagents that represent Grain remember that Grain Dealers

Dealers 1Vlutual are carefully Indianapolis 46202 · Omaha 68102 · Greensboro. N.C. 27405 1Vlutual is in a class by itself,
San Francisco 94104 / Member: Improved Risk Mutuals



Directors' and

Corporate managers and directors are be.
ing held personally liable under the law for a

.

widening range of their actions. Their greater
vulnerability to claims and awards has
stepped up the demand for liability insur.
ance.

A brief review by INA of an insurance
topic of interest to business executives.

Ifone of the officers ofa com-

pany fails to obtain competitive
bids for a major purchase, can he
wind up being held personally
responsible for a court judgment
against him?

The answer is that he cer-

tainly can. In general, should a
corporate director or officer act
mistakenly or negligently - or
should he fail to act at all when

action is required - his personal
assets may ultimately be at
stake. Directors and officers have

been held personally liable by

courts for such acts as improvi-
dent investment of corporate
funds ina proxy fight and failure
to exercise reasonable care in the

selection of a bank. And with

new responsibilities resulting
from closer government regula-
tion of business, the likelihood

of an executive slipup has grown
considerably.

Unquestionably, officers and
directors are being sued these
days with increasing frequency
and for ever-greater amounts.
This has led to somethi ng of a

run on liability insurance for di-
rectors and officers, with rates

going up and coverages not al-
ways available.

Asking hard questions

To fulfill their obligations
today, directors and officers
should be exceptionally well-
informed on the overall manage-
ment of their company. In par-
ticular, a director is expected to
make a reasonable investigation
-at first hand, if need be- of the

transactions in which he partici-
pates as a board member. This
includes such matters as cori»-
rate financir-g and financial re-
porting, the issuing of securi-
ties, proposed mergers and ac-
quisitions and the like. And an
officer has a specific responsibil-
ity to use reasonable care in over-
seeing the day-to-day activities
ofcompany employees.

But even though officers and

directors may acc objectively,
carefully and diligently, the-r



Officers'Uability
management of corporate affairs
is never immune from attack.

Every act performed by a direc-
tor or officer that results in a loss

ofany kind should be viewed as a
potential source of a lawsuit.

Reasonable prudence
In the event of a suit, the

"prudent man" rule may furnish
a defense for th6 officer or direc-
ton If it can be shown that he did
everything an ordinary prudent
man would have done under the
circumstances, he may well 'be
on his way to a successful de-
fense. And if he acted in good
faith and in the best interests of
the company as he saw them, he
will usually be reimbursed or in-
demnified.- by his company for
any legal fees and judgments in-
curred.

In turn, one part of a direc-
tors' and officers' insurance pol-
icy covers the company when it
makes such reimbursements.
And when company indemnifi-
cation is not available, another
part of the policy can provide for

The board room s,

One of the most effective loss-
prevention measures for dealing
with directors' and officers' liability
is the audit committee. Usually
composed solely of outside direc-
tors, its prime fnctions
are to evaluate the per-

the direct reimbursement of an
officer or director.

Most sizable corporations to-
day - including over 90% of the
firms listed on the New York
Stock Exchange- carry directors'
and officers' liability insurance
in amounts ranging from $5
million to $60 million and
more. The premiums Faid usu-
ally reflect the company's rela-
tive vulnerability to litigation.

Corporate targets
What makes a company par-

ticularly susceptible to litigation
involving directors and officers?

Aside from sheer size, a
company with a number of un-
profitable years is much more
likely to be the object of lawsuits
than is a consistently profitable
one. Diversified companies are
more litigation-prone than those
in a single type ofbusiness, asare
companies engaged in acquisi-
tions. And publisly held compa-
nies are more vulnerable than pri-
vate or closely held companies.

Stockholders and stock-

super sleuths"
formance of the company's inde-
pendent auditors, assure the ef-
fectiveness of internal account-
ing and controls systems, and
test the reliability of all finan-

cial information. If
the committee

successfully fulfills
these obligations,

it can hold down the

liability exposure of
the board - as well as

the premiums for lia-
bility insurance.

holder classes are frequent plain-
tiffs in actions brought against
publicly held companies and
their directors. Employees and
former employees, customers,
government agencies and prior
owners of acquired companies
are also potential plaintiffs.

Directors' and officers' lia-

bility is a specialized form of in-
surance. INA is one of the major
carriers providing this coverage
for companies of all sizes and is
able to meet the specialized
needs of larger companies for
such protection.

***

The Insurance Company of
North America was founded in

1792 in Independence Hall,
Philadelphia. Today it is the
largest component of INA
Corporation's international net-
work of insurance and financial

service companies. In property
and casualty insurance and risk
management services, life and
group insurance, health care
management, and investment
banking, INA and its affiliated
companies offer a unique combi-
nation of products and services
to business and industry around
the world.

INA insurance Tproducts and
services are available through se-
lected independent agents and
brokers. For an informative-
booklet on current trends in di-
rectors' and officers' liability,
write INA, 1600 Arch Street,
Philadelphia, Pa. 19101.

INA
The Professionals
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Take us for instance. Not long ago some very surance cc)nipanies, and came up with a break- ipt 2 -
. 1

attractive i ates for architects and engineers through in liability coverage. In thartime, what seemed to be greener pastures, he's
shon ed up on the professional liability scene. we've seen insurance companies come and go, probably watching them turn brown now. 6.n-
So attractive, we didn't see how such rates making plenty of mistakes along the way. It sider this: he's got nothing to lose and plenty
could provide adequate cc,verage and service. is just as true now as then-there just aren't to gain by coming back. In fact, from a cost
Nevertheless, those rates lured a lot of design many corners to be cut in this business. standpoint, he'll find we look very good.
prcifessionals-some even away from us. That's why we have always offered a total Especially after what's happened while he i, as

Sure enough, the new rates turned ()ut t() pr(gram rather than just a series of pc,licies. away.
be too low to meet the costs of even the From the most o,mprehensive loss Trevention So before your client calls you first, get a
sketchiest coverage. Architects and eiigineers service in the industry to the only o,ast-to- quote from us. But don't be surprised if our
who thought they were getting a deal are be- coast team of expert defense a tomeys, we liiie s busy. Victor 0.
git,ningto see hefty incre.ise, while our rates give your client his nic,ney'sworth. Uhat's
ha ve only,ncreased modestly. whv we've g()t a rea,rd of consistert leader-

We're not surprised. It's been 21 years ship. That's why ours is the only pr )grain coin-
Schinnerer

since u e s.it down with AiA, NSPE and mended by AIA and NSPE. &Company Inc
Dintinental Casualty Co.. one of the CNA in- If your client is one of thc),se who left us for , A dth V, 1.i * in.,t, \&,4 : \\. \\,1.1imitun l k. 2{ ft , it„ 2{ 12 4 hi .2>,,1 j
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PE SPECTIVE

Firms must reti re obstacle course

in revising benefits for older workers
By Kenneth Keene

Baware that the Age Discrimination inNOW, MOST EXECUTIVES are

Employment Act (ADEA) amendments,
passed last May, raised the protected age to
age 70 from age 65. On Jan. 1, 1979, employ-
ers covered by ADEA cannot discriminate
m their hiring and employment practices for
any individual up to age 70.

What this probably means to employers
was spelled out-sort of-by the Depart-
ment of Labor with its recent announce-

ment of proposed regulations to implement
the amendments. What the proposed regula-
tions contain is nothing quite as simple as
calling for an end to age discrimination
practices up to age 70. Rather, they are more
like an obstacle course which redefines how

over-65ers must be treated under employe
benefit plans.

For employers-who may not be aware of
the proposed regulations-this means a cau-
tious, thorough second-thinking of their
benefit plan practices. If issued in their
present form, the DOL's proposed regula-
tions will affect nearly every aspect of plan
administration and design.

Here's just a sampling of what the pro-
posed regulations are calling for:

. Benefits can be reduced in plans where
age is an actuarially significant factor in
plan design. (By DOL's reasoning, vacation
or sick-leave plans would not meet this cri-
terion; life insurance plans would.) How-
ever, benefits can only be reduced to the
point where cost-equivalency is reached;
that is, the cost of a particular benefit for an
older employe must be the equivalent o fthe
cost of that same benefit for a younger em-
ploye.

. Any adjustments in benefits must be
done on a benefit-by-benefit basis and not as
a package. The DOL's reasoning is that indi-
viduals have different needs. A package ap-
proach might deprive an individual ofa ben-
efit of particular value to him "in a way un-
justified by the age-related costs of that
benefit."

. Whatever benefit adjustments are

Kenneth Keene, senior vp and director of
Johnson & Higgins in New York, is a noted
emplove benefit expert and a frequent con-
tributor to these Perspective pages.

The new regulations
on older workers' ben

efits mean a careful

rethinking of employ
ers' benefit plan prac
tices

made, they must be done on a year-by-year
basis. For example, the cost of providing a
benefit at age 65 must equal the cost of pro-
viding that same benefit at age 64; benefit
cost at age 66 must equal that at age 65 and
so on. Reducing benefits based on age
grouping-.g., going from ages 60-64 to
ages 65-69-will not be permitted. It penal-
izes younger employes in each age grouping
and DOL says it cannot be justified using

Photo: Mary Cairns

the cost-equivalent test.
. Greater contributions by an older em-

ploye cannot be required as a condition of
employment of plan participation to main-
tain the same level of benefits as a younger
employe. However, an employe can be per-
mitted to make additional contributions to

maintain his prior benefit leveL
• Regarding defined benefit pension

plans, an employer will not be- required to

credit years of service for purposes of bene-
fit accrual after normal retirement age. The
employer is notrequired to pay the actuarial
equivalent o f normal retirement benefits to
an employe who retires after working be-
yond the normal retirement age, nor will
employers be required to begin benefit pay-
ments before actual retirement date.

• Regarding defined contribution plans,
a "non-supplemental" plan can cease contri-

butions at normal retirement age. A supple-
mental plan (e.g., an employer's profit
sharing plan is a supplemental plan if that
employer also maintains a defined benefit

plan for the employe) cannot cease contri-
butions at normal retirement age.

• Group life insurance coverage can be
reduced if it is cost-justified, but it cannot be
discontinued below age 70 except upon an

employe's separation from service. The pro-
posal permits an 8% yearly reduction in cov-

erage for employes between age 65 and 70;
greater reductions must be cost-justified.
Presumably, i fthe plan starts the reductions
prior to age 65, this will be allowed where
cost-justified.

. On health insurance, the DOL proposal
lacks crispness. DOL states that a general
guideline is difficult. "Reductions may not
be concentrated on certain items so as to

make coverage less attractive to older
workers. As a result of the savings to em-
ployers when benefits are available through
Medicare, reductions in total health benefits
for employes age 65 to 70 will not be justi-
fied."

. Long term disability is handled in the
proposed regulations through two alterna-
tives. DOL will decide later which approach
it will adopt. The first alternative would not
permit cutoff of any LTD benefits before
age 70. The second would permit the cutoff
ofbenefits at age 65 ifthe disability occurred
prior to age 60. If the disability occurred
after 60, then LTD benefits must continue
during disability for five years or, ifless, up
to age 70.

Many finer points are covered m these reg-
ulations, but the ones listed above are more
than enough to give employers a taste of
what they have to grapple with. While the
regulations are, indeed, only proposed ones,
employers should not become too hopeful
that final regulations will be any less strin-

Continued on page 46

Bankers bond: Getti ng what you expect?
By James A. Cook Jr.

ALL BANKERS UNDERSTAND thesig-nificance ofbankers blanket bonds. Af-

ter all, according to the policy, the insurer,
- subject to the terms of the bond, indemni-

fies and holds harmless the insured with re-

spect to losses sustained at any time but

discovered during the bond period. The in-
surance agreements include protection
against losses through dishonest or fraudu-
lent acts. However, what you see and what
you get may be two different things.

From time to time, the bankers blanket
bond receives more than passing attention
in various discussions and publications. Of-
ten this has occurred subsequent to busi-
ness recessions, as happened in the mid-
1970s. Apparently, more losses through dis-
honesty are discovered during such periods.
Comments have been focused on the in-

creasing cost of bankers blanket bonds and
restrictions in coverage through riders. A
general feeling has developed of "what is
going to change next?"

Obviously, the most severe problems are
faced by those banks who, for one reason or
another, discover that they are unable to ob-
tain fidelity coverage from any insurer.

Union Planters National Bank of Mem-

James A. Cook Jr. is senior vp of Union
Planters National Bank in Memphis, Tenn.

'We learned the hard way
that recovering any amount
under a bond claim is very
time-consuming and expen-
sive.'

phis endured an extremely unpleasant ex-
perience with its bankers blanket bond cov-
erage in the mid-19705. Between September
1974 and January 1975, the bank filed five
fidelity bond claims against its former in-
surer. The total of the claims exceeded $25

million; however, the maximum recover-
able under the policies totaled approxi-
mately $16 million.

Subsequently, the bank spent more than
$750,000 pursuing the five bond claims. Fi-
nally, on June 10, 1977, a state circuit court
jury awarded us $4.5 million on one of the

five claims. Subsequently, the bonding·
company filed an appeal; however, in Octo-
ber 1978, the Tennessee court of appeals af-
firmed the circuit court verdict and in-

creased the award by approximately
$35,000. On July 1, 1977, the bank and its

bonding companies agreed to a $6.3 million

cash settlement on the remaining four the subject. Hence, there was very little to
claims. (Business Insurance, June 27, 1977.) guide us, our attorneys and others regarding

The experience at Union Planters was un- procedure under fidelity bond claims.
pleasant, but apparently not -unique. We This lack of public information probably
learned the hard way that ·recovering any has resulted from an unwillingness (uneasi-
amount under a bond claim is very time- ness) of most people to publicize the results
consuming and expensive. We learned that o f their experiences o fthis nature. It also is
complying with the policy requirements by deeply rooted in the insurance industry's
providing sufficient documentation to sup- reluctance to disclose information about

port proofs of loss and promptly furnishing claims, perhaps for fear of providing others
representatives of the insurance company With suggestions on how to commit crimes.
with all requests was not enough to recover In addition, the insuranceindustry has been
within a reasonable time under our policy. * unproductive in publishing information

The experience was particularly difficult about loss prevention techniques.
for Union Planters because the bank, at

yearend 1974, had recorded as an asset on The delays encountered by Union
the balance sheet "bond claims receivable" Planters in recovering under its bond pro-
totaling $10 million-in excess of 15% of vide some valuable insight into tactics used
stockholders' equity. Un fortunately, in Ten- by certain bonding companies to delay pay-
nessee there is no provision for penalties in ment of legitimate claims. We followed the
cases of bad faith by a fidelity bond carrier standard procedures stated in the standard
and interest is not usually recoverable un- form bankers blanket bond. Theseincluded
der a fidelity claim prior to a judgment. filing notices and proofs of loss within ·the

Therefore, for a period of more than two time limitations provided. Included with
and one half years, we had a $10 million the proofs were the voluminous exhibits
non-earning asset until we could obtain pay- and attachments required to support our po-
ment ofclaims orbeawardedajudgment by sition.

the courts. Shortly after filing the proofs, the bank
For the most part, Union Planters learned was visited by the insurer's local counsel.

by experience about fidelity bonds and the Shortly thereafter, several CPAs hired by
results of filing related claims. We found out the insurer's attorneys also visited the bank.
that, except for a few isolated technical pub- At this time, the "stretch-out" began. The
lications, there is very little written about Continued on page 46
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High paid executives'
disability plans ofte n
don't restore income

,---1- 1

, S. 5 Y St r
By Steven N. Schrenzel probably has waiver of premium On tne

other side of the ledger would be some ad·it- - 1
THE SENIOR EXECUTIVE faces a tional costs for home repair since you might

unique problem The Janitor often has not be able to be your own handyman
better disabillty benefits than the president You come to grips with the fact that you

Suppose for a moment that one morning could live on 60% of your income especially
as you arrive at your office you are con- since the part of it that is from Social Secu-
fronted by the news that one of your assoel- rlty 15 tax free
ates has been seriously mjured in a freak IN.

accident such as a fall down a flight of stairs You decide to review your benefits book

he had walked every day of his adult life supplied by your company's benefits de-
Your first reaction is rellefthat your friend partment You turn to the tab entitled long
and colleague wasn't killed Your next reac- term disabillty income You are pleased that » - RS-
tion will be to ask how long he will be away the plan iS underwritten by a major carrier
from work Your concern will be honestand and that everything seems to be clearly ex-
sincere, perhaps motivated in part by the plained
thought that some extra responsibillty The benefit is stated as being 60% ofaver- ;*-5
might find its way to your office age monthly earnings, but the maximum )0 -'"

The rest of that day your colleague is the benefit is $3,500 monthly Also, the defini- ts'
topic of considerable discussion Why he tion of disabihty provides that you are in- I n , "4
fell, how he was hurt, how serious iS the sured in your own occupation for only two --

Injury and how he has nothing to worry years You notice that benefits are reduced
4'.* 31 · ,about since yourcompany had recently pur- by any payments made to you by Social Se-

'El'chased group long term disabihty insurance curtty, the Veterans Administration, your
covering all employes for 60% o f their employer and several other sources Youce- bi'- j

monthly income That evening you learn cide to talk with your benefit manager the ..Ir
1P

that the lnJury was more serious than was next morning
evident at first and that lt lS possible that Shortly after you call, your benefit man-
your colleague won't be able to return to ager and an assistant are sitting in your of-
work for a very long time, if at all fice You begin by asking iftheywereaware

53
of the accident that had occurred They re-

Later that night, you think about your spond that they were already processing all
colleague You think how lucky lt lS that the needed forms The assistant is anxious

./=m====al

your company's benefits department had to point out that the new disabillty plan was
the foresight to recommend the purchase of going to be very helpful to your colleague
disabillty insurance You are a httle worried and his family
about the fact that he will receive only 60% The limits on disability plans often don't allow an executive
ofhis prior monthly income As you are rest- This was the opemng you had hoped for

less and somewhat nervous you decide to and you proceeded to explain that your un- full protection in the event of a disability.
review your own budget and see how you fortunate associate was typical of many ex-
would fare on 60% of your prior income ecutives in the company He was successful Further. you pomt out that $3,500 repre- a thorough Jot of researching comparable
What would have to be cut' and therefore enjoyed a high Income Cover sents 50% or less to higher income execu- plans and then stopping for what they

It's been years since you and your wife six figures) with comparable high obliga- tives To wit thought was a :cp rotch plan at a rock bot-
had a formal budget, so you are reduced to tions You mention that you had reviewed tom price
reviewing your cheekbook You reallze that the LTD tab of your benefit book and you $3,500 as % You are sLr€ tha- your benefit managers
many expenses that you incur now, while were satisfied with the provision for 60% of Annual Monthly of prior will look mt:) tre problem further Never-
you're healthy and active would be frivolous income but you were concerned with the Salary Income earnings theless you dec-de to investigate on your
and unneccessary if you were incapaci- maximum benefit of$3,500 because it repre-

$ 80,000
own Disabilitr insurance is far more com-

tated Club dues, travel, sports activities sented far less than 60% of your Income and $ 6,666.66 52.5%

$100,000 $ 8,333.33 42 % phcated than you had Lreviously thought
and other expenses would be eliminated far less than 60% of the income of several

$120,000 $10,000 35 % The varia.ions c benefit provisions, in pre-
Private schools might be considered an un- other senior executives As an example you

$150,000 $12,500 28 % miums and premium guarantees and in the
necessary luxury and your life insurance had worked up the following table

$200,000 $16,666.66 21 % soi.rees of insurance is staggering

Annual Monthly 60% In your own case you find that Social Se-
Steven N Schrenzel, CLU, ts vp of Cramp- Salary Income Benefit The benefit managers were slightly taken cint>, group disabillty insurance--employ-
ton,Lewis & Co,a Chicago-based brokerage aback by your questions about the plan er sponsored, g-oup disability insurance-
and consulting finn specializing in the de- $36,000 $3,000 $1,800 They had assumed that virtually everyone through associations, workers compen-
sign, development and implementation of $48,000 ' $4,000 $2,400 would be enthusiastic about the plan and sation benefits, retirement benefits-
executwe benefit plans Thefirm's chents in- they felt particularly good that the plan had disability retirement, credit insurance, indi-
clude both public and privately held compa- $60,000 $5,000 $3,000 become effective before the injury to a se- vidual pohcles personal investments and
nies as well as Zocal government units $70,000 $5,833 $3,499.99 nior executive They felt that they had done Continued on page 46

Risk ManaS€nin, rlotcs

How one company handles insurance certificates
By Warren, McVeigh, Griffin in heu of insurance certificates. This letter cles ment

. will ehminate the need for repeated renewal b repacks such products or articles The responseofConso-idated Foods is ap-
7OU MAY BE INTERESTED in the ap- certificates and should our coverage as c is guilty of negllgence which is the proximately as follows
1 proach taken by a major food company described below be removed, we will notify cause of iruury or damage,

toward the problem o f providing certifi- you promptly In those instances where sev- d shall assume any habihty under con- With respeet to the first objection, there is
cates of insurance When a certificate is re- eral requests from different segments of a tract httle reason for concern ifthe hold harmless
quested, they send out a form letter (signed corporation are received, this letter will be "You can be assured that Consolidated agreemen: is acequate Being named as ad-
by the director of insurance) as follows forwarded to the insurance department of Foods Corp will continue to provide ade- a.tional insured has the disadvantage of

that corporation quate insurance coverage to protect its own subjecting the -lamed party to all terms of
"Consoll(lated Foods Corp its divisions interests as well as those ofits retailers, dis- the contract. suih as repcrting occurrences,

and subsidiaries have been inundated in re- .

The company, its divisions and subsid- tributors and other interested parties " fcllowing up on wa-rantles or other pohcy
cent years with numerous requests for Cer- laries maintain a comprehensive program This is a sensible approach for a large or- requirements, and possitly even paying the
tificates of Insurance and specialized hold of risk retention and insurance Our casu- ganization, though smaller firms may find premium
harmless and proof-of-insurance forms alty program for auto, general, contractual, difficulty having lt accepted Objection two .s not valid because the let-
Each of these forms has been as individual products and completed operations liability Consohdated Foods reports that they ter does say contractual habillty is earned
as the organization requesting completion has hmits in excess of- Those organi- have issued thousands ofthese letters, with Possibly this pcmt could be made more pre-

" In order to ellminate this administrative zations involved in the sale or distribution of favorable results-less than 1% have written cise by indicatng tt e co-ltractual coverage
burden for all parties, it is the intent of Con- our products are afforded protection under back to request a fcrmal certificate Ofthose is broad form
sohdated Foods Corp to provide this letter our broad form vendors coverage Under- who did object, most were lawyers whose This letter tec -miq.leafpears tobeasensi-

standably, such protection would not apply objections werethattheywere notnamed as ble approach t) the insurance certificate
Warren, Mel/eigh, Gnjin is a risk manage. to any person or organization who additional insureds and there was no evi- proolem and it tioes redtce the administra-
ment consulting Arm tn San Francisco a changes the form of products or arti- dence of insuring the hold harmless agree- tive burden cor stderabl>
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Disability plans... ./

Continued from page 44 sick pay they will be taxable as incorre
family employment are possible sources of However, if the executive pays premiums
benefits with after-tax dollars, the benefits are not

Some of the sources require your affirma- taxable
tive action and a premium cost Some bene-
fits are affected by others Occupational and Sample Participation Benefit
non-occupational causes can affect the

11•-•sources of benefits

The next day you begin your inquiries Annual Income Monthly Maximum
The Social Security Administration repre- Benefit Limit

sentative is very cordial and provides you $ 18,000 $ 400
with a statement that is difficult to under- $ 20,000 $ 500 f4

stand but provides the information you $ 24,000 $ 700
*k

need The LTD tab of your group insurance $ 36,000 $1300
booklet indicates that the only offset for So- $ 48,000 $2000
cial Security is your primary benefit Your $ 75,000 $2700
college fraternity alumni association and $105,000 $3500
your lodge both have programs available - ; i. 5. .,t,- S ; / f

Re
and are anxious to provide you with infor- The insurance agent is able to offer you
mation Workers compensation is offset several solutions, including a suggestion
against your employe group benefits and in that you introduce him to your benefit man-
many states the maximum income benefit ager Pho-0 Mary Calrns

would not equal your group benefit There are at least three ways to increase The 1978 amendments are being used as an excuse toYou are intrigued by your company's re- coverage "Buy back" the Social Security
tirement plan, which has a provision offset under the group plan utihzing indi- force cumbersome and costly results on employers as well
whereby trustees may allow withdrawals vidual coverage Seek a carrier that will
due to personal hardship including illness offer over the usual $3,000-$3,500 hmits- aS a neW layer Of red tape, says Ken Keene.
This sort of provision varies tremendously some major carriers will consider up to
from plan to plan including variances $4,000 on a case-by-case basis and some
among the plans maintained by your firm's smaller but reputable companies w111 con-
subsidiaries sider limits in excess of $5,000 Or buy addi- Older workers ...

tional coverage on a short term basis, (2 year
One of your major concerns is over your or 5 year) available also on a case-by-case Continued from page 43 employe's pa>-this cost must tten be ab-

ability to repay some of the loans you have basis gent sorsed for those working at age 66,67, etc
outstanding You have borrowed for your The insurance agent suggests that such In fact, once administration of the ADEX I take great exception to the thrust of the
car, your children's education, the purchase programs can often be best offered as em- la taken m er by the Equal Employment Op- DOL p"oposals For example
of real estate and other investments Also, ploye benefit plans Even though they portunith Commission (EEOC) in July 1979, Or take LTD-fhe chance of Decoming

from time to time you have used various might be hard to administer, they represent it would not te surprising to see even disabled at age 65 is four or five times the
charge cards and lines of creditextended by a more attractive piece ofbusiness to carrier tougherstan iards mstltuted, such ascredi:- chance ofbecjming disabled at ar average
your bank While reviewing your loan pa- and therefore might be easier to obtain T-ie ing years of service after normal retirement workirgage, And what about medical plans
pers, you note that from time to time you agent also explains thatdisabihty coverages age under pension plans, or paying LTD which provide $250 000 or $500,000 or ur-
have elected "creditorinsurance "You care- vary tremendously from carrier to carrier benefizs ip to age 70 regardless of ture of liwitec medical coverage? The c ost expo-
fully scrutinize the forms and determine and that the definition of disability benefit disab.hty sure,s extrerrely nigh for older •vorkers
that some of the "creditor insurance" cover- provisions must be considered in deciding In the meantime, employers anc their . ADEA has protected those up to age
ages also include disabillty benefits while upon an appropriate carrier counsel and consultants must plot a course 65 since 1967 without inhibiting the
others only have death benefits You note to comply with the law It's a difficul: ta:kat employer's right to curtail benefiss Now, -t
that the cost seems substantial but you re- Most executives tend to invest in equity best, for the many questions surrounding seems the 19„8 amendments, w·licn bas -
solve to be attentive to these credit insur- and tax shelter situations, and investment the proposed reg.Eations have yet to te cally merely extend the proteetec age to 70,
ance details in all future loan negotiations income is not usually a goal until shortly answerec such as are oeing used as an excuseto force cumber-

Your next step is to consult with your life before retirement However, you should an- • What constitutes a benefit9 some and coy.ly results on employers
insurance agent Your agent is happy to hear alyze the effect that your net worth would • Can pension plan benefits be used to off- e The benefit-by-benefit tests are particu-
from you He is very anxious to meet with have on your income set LTD benefits? larly odious Why shouldn't an employer be
you when you reveal your interest in buying A last consideration lS the possible em- • Wll salary Increases and benefit formula allowei to take credit for benefit:edundan-
disability insurance The agent is famillar ployment or increased employment ofother changes have to be taken into account for em- cleB on some t/pe of benefits to offset shon-
with products, underwriting and what is family members Ifa spouse is not presently ployes who work past age 659 falls.n other·s' It is the total package, evel
about to become a new phase in your employed or is only employed part-time, . How does the ERISA-required Jomt includ.ng vacation and sick leave plans,
vocabulary-participation limits consideration should be given to possibly and survvor normal form of annult:y tie in whicn should count

The agent quicklyloses some ofhis earher mcreasing or initiating employment with survivcr mccme and other hfe insur- Tne DOL asks for written comment to be
enthusias m when he finds that you have a The employment of children is at best un- ance oenefits9 received by Nov 21, 1978 Perhaps they wi-1
group disabihty plan He explains that most certain and probably should be considered a From a recent national poll conducted by have a change of hear. on the proposed regu-
carriers will not offer or participate in more windfall if it occurs our firm, it appears that a significant minor- latons, but don't bet on it'
than $3,000 or $3,500 of monthly benefit, but In conclusion, most highly paid execu- ity ofthe working population intends to re- Trying to answer all the questions gene-
he offers to investigate further He also ex- tives cannot feel complacent about the main employed after reaching age 65 Ifth.s ated ts beyond the scope ofth.s column and
plains that all existing disability insurance status oftheir employer-provided disability turns out to be the case in actual practice, probably anyone's scope until full clarifica-
as well as other income sources (investment benefits A realistic appraisal of income thenernfloyers should be forewarnea about tion ts offered up by the DOL, or a court
income) are considered in determining the needs and sources should be completed and the cost and personnel aspects haging Jurisaction
maximum amount of insurance available within the parameters of reallty >ou should To illustrate the cost, Just look at group Stlll there is no way to circumvent the
(see table) Some sophisticated camers con- take personal action and encourage your term hfe insurance If a non-contributory reallty that mist employe benefit plans wlll
sider the Income tax impact of benefits If employer to make the same appraisal with plan prordes a beneat of two times pay, the need a major overhaz.hng The be st advice _s
benefits are employer provided as a plan of respect to its executive group • emplcyer's cost at age 65 is about 5% cf the to proceed with caution .

Bankers bond... be ma-ntained tunity to retain the cash for irn es:ment pur-
Finally, we made every effort to mit.gate poses foraslong aspossible Hence, there -s

losses re:ating to the claims We alsc made a Lositive eco,omic motive to deEay :he res-
Continued from page 46 surer in a number of fidellty bond cases. every possible effer. to initiate negot_at ions olu:ion of cla.ms as _ong as possible
auditors examined and reviewed the mate- A complete review of the methods we with the fidelity bonding company In sub- Union Planters' e> perience, bxh illumi-
rials submitted with theclaims, as wellasall used isn't possible for this article, however, stance, cur attitude dunng this time was, na:.r g and extremely costly, taught us this
documents made available voluntarily by some techniques which proved to be ex- "We have good claims and we will furnish Dc not take your fidehty insdrance or in-
the bank In addition, the auditors, from tremely valuable can be summarized you anyt-.ing you need to allow you an op- surer for granted It should be a significant
time to time, asked for specific additional portunity to establish a position from which corporate ass et and should be acquired,
documents, all of which were produced as First, we estabhshed a completely sepa- we may negotiate a settlement " ma.ntained, and eva_uated w-th sophistica-
quickly as possible rate department to gather and maintain cus- Fortunately, we sicceeded, at leas. to the tion and knowledge A bank shoild be cer-

By late 1975, documents necessary to sup- tody of all claims and related documents extent of $10 8 million However, we paid a tam that what it thinks it sees is what it
port the claims, except for adjustments to and to focus attention on related litigation tremendous price 1 1 terms of sacrifices of actual y gets
losses resulting from mitigation ofdamages, (significant both in number of cases and in people, money anc tlme Our exderlence
had been made available to the bonding dollars of exposure) raises qLest_ons sich as what explanaticn
company By early 1976, we were informed Second, the proofs of loss were intentiin- could there be for tne delay'>
that it would be necessary to wait until re- ally kept clean, clear and simple Every at- One answer may be the nature of the in-
lated criminal matters (indictments, pleas tempt was made to focus on the important surance eompany Its earnings come from Thts m ont!/ a smaU part of what the bank
and trials) had been resolved before the aspects of each case and minimize immer- inves:ment inccme and the excess of pre- dwmsses m depth at Ewo-day :emmars pro-
bond claims could be pursued Due to con- Sion in details As soon as comp:aints were mium income over expenses and _osses duced tn Apnt anntsbrook, lia) and Mcy
tinuances, the most significant cnminal filed, we made every effort to get our cases Althoug.1 some insurers rely entirely (Cluecgo) Two more seminars will be he.d
trials were not completed until late Septem- to court as rapidly as possible upon iniestment -ncome to show a net at Palo Atto, Calif., in December, arid
ber 1976 Audits of the claims continued in- Third, the department was motivatec to income, ithers also earn income on under- at Dirango, Ccio, in Febrtary Union
termittently until early 1977 pursue all litigation aggressively For exam- writing Plinters aims to acquaint tankers, attor-

Obviously, a sound legal strategy was nec- ple, in response to one massive set of Inter- neL s, and others titlz what ca: oce-ir whena
essary to pursue the claims Therefore, we rogatories, bank personnel and lawyers de- One way an instrer can maximize mcome claim part cularly a large one, ts filed
engaged the best law firm available Bank voted over 800 hours dunng a five-day pe- from in jerwritin,Z is to delay payment of agamst a Adatity msurer Fc- mere details
counsel participating m the claims had pre- rlod to provide answers on a timely basis so claims as 1cng as possible This correspon- atout the seminars, which cost $495, contact
viously served as defense counsel to an in- that a previously established trial date coild dingl>, Trovldes the insurer with an oppor- M- Cook at 501-523-6687
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The construction industry. it's big, complex and diverse. Last
year its private and public sectors generated over $144 billion of
new construction (over 9% of our G.N.P.); provided an average
of 3.5 million jobs each month and paid out over$50 billion
n wages.

Arranging insuranceprograms for an industry of such
magnitude is nota job forthe inexperienced. Thebroker must
not only possess the engineering expertise tothoroughly
evaluate each project and its hazards; he must also be able to
anticipateand resolve the kinds of on-site problems contractors

will face before negotiating rates.
Moreover, the broker must have athorough knowledge of

thruways
hisclients and areputation for integrity in representing his
clients tothesurety underwriters who guarantee their
performance.

Corroon & Black has possessed and applied these qualities
forover 30 years. During this time we have represented many
of the world's largest contractors and engineering firms and have
participated in such wide ranging projects asthe Interstate
Highway System, the vast water supply systems throughout the
Far West, schools, universities and office complexes, and various
metropolitan rapid transit systems.

Experience, integrity and trust. Three solid reasons for
building with Corroon & Black.

Corroon & Black
Head Office: 150 William Street, New York, N. Y. 10038 Tel: 212-732-4900
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Tavern reciprocal under way
SAN FRANCISCO-A proposed

liquorliabilityinsuranceexchange
is going ahead despite passage of a
law in California that protects bar
owners and bartenders from liabil-

ity for injuries caused by their pa-
trons.

The law, termed "an outrage" by
Rep. Willie Brown (D-San Fran-
cisco), will be tested in the state
supreme court. "No one should
have the immunity bar owners and
bartenders have in this law," Rep.
Brown said.

Small M.G.A. needs. . .
. . .gutsy carrier to underwrite $10,000,000
SMP mass marketing premium in 44 states.
Six year loss ratiounder50%; lasttwelvemonths
under 35%. Average premium, $20,000 with
good spread.

P.O. Box 7000-226, Redondo Beach, CA 90277

In addition to removing liability
for patrons' actions, California
Gov. Jerry Brown also signed into
law a companion bill that allows a
bartender to be sued if he serves an
obviously intoxicated person who
then injures another person.

The liquor liability issue has
been brewing on the West Coast
ever since a court ruling last year
found bar owners and bartenders

liable for injuries caused by their
customers. Another ruling issued
earlier this year applied the same
liability to hosts of.private parties
and fund raising affairs.

Because of these rulings, the
market for liquor liability insur-
ance virtually dried up and a recip-
rocal that would provide restau-
rant and bar owners with $300,000
primary and $200,000 excess liabil- ·
ity coverage was established by

San Francisco broker William A.

Ellis. The Dram Shop Liability re-
ciprocal is reinsured by the Gen-
eral Reinsurance Co. and managed
by the William A. Ellis agency.

Though in existence for more
than a year, the reciprocal can't is-
sue policies because its license has,
not yet been granted by the Califor-
nia insurance department. A simi-
lar reciprocal was formed by a
liquor industry trade group, West-
ern Beverage Assn., but its applica-
tion for licensing was withdrawn.

"We maintain the reciprocal ap-
proach is the best route for bar
owners at this time," Mr. Ellis said,
"because until the supreme court
rules on the constitutionality o fthe
new laws, there is still the hazard of
exposure."

Even though the liability market
has softened considerably in re-
cent months, restaurants and bars
are not favored risks. "I haven't

seen any underwriters jumping
into liquor liability," Mr. Ellis ob-
served.

HAN STAR:
SEEING IS BELIEVING.

0
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HANSTAR is John Hancock's computerized group accident and health claim payment system. A proven
system that's so advanced, you need to see it in action to understand all it can do for you.

First, you'll see how HANSTAR saves your company time. With our national on-line system, we can
answer policy and claim questions immediately, even if your company has regional divisions. Second,
HANSTAR is accurate. It has built-in controls that reject invalid information and claims duplication. And
it automatically calculates benefits, including reasonable and customary charges, and assures uniformity
of contract application with maximum claim cost containment effectiveness.

Popularity with employees is another key HANSTAR feature. Employees appreciate the fast response
and the complete Explanation of Benefits, or HANSTAR-generated letter, clearly detailing the disposition
of the claim.

Reports on claim frequency, utilization and plan
adequacy are available to assist you in considering
appropriate plan revisions.

HANSTAR's flexibility in claim administration extends ( Mutual
to the full spectrum of fully insured, MPA and ASO plans. Life Insurance

See what HANSTAR can do for you. Call Paul H. Gregg, Company
Vice President, at (617) 421 -6205 and ask for a HANSTAR
demonstration. Seeing is believing. Boston, Mass.

Court voids
Calif. limit

on damages
GLENDALE, Calif.-A superior

court judge here has ruled uncon-
stitutional a $250,000 limit on dam-
ages for pain and suffering in medi-
cal malpractice cases.

Judge Robert P. Schifferman
said the limit, part of the 1975
Keene Act passed as a response to
physician protests over soaring
malpractice insurance premiums,
violated the equal protection
clause of the Constitution.

A spokesman for assemblyman
Barry Keene, author of the bill,
said Mr. Keene is pleased with the
judge's decision since higher Cali-
fornia courts had refused to rule on
the law. This action will clear the

way for higher court reviews, the
spokesman added.

Judge Schifferman's ruling
came during a pre-trial hearihg ofa
case involving Barbara Lee Lewis,
who is suing Glendale Adventist
Medical Center alleging that she
lost sight in one eye after eye sur-
gery there. Her suit asks for $1.7
million in general damages for
pain and suffering, far exceeding
the statutory limit of $250,000.

The judge said that a limit im-
posed because one person was in-

jured on the operating table in-
stead ofthe highway is"arbitrary."

"Are we to say that the'medical
malpractice crisis' justifies telling
a patient that for the negligent re-
moval of his one good kidney
. . . he could be arbitrarily re-
stricted in his recovery of dam-
ages," the judge continued "where-
as if he had been an occupant of a
rear-ended fiery Pinto automobile
he may be compensated by a jury
without an arbitrary limit being
imposedforthepain,sufferingand
disfigurement which he sus-
tained?"

Judge Schifferman was refer-
ring to the $125 million in punitive
damages awarded last February to
an 18-year-old youth who was
burned over 80% of his body when
the gas tank of a Pinto in which he
was riding exploded. The verdict
laterwasredueedbythetrialjudge
to $6.6 million and both sides are
appealing this move.

The judge said that in both a
medical malpractice case and in an
automobile injury a plaintiff may
sustain identical severe and lasting
pain. Yet one is limited in the dam-

age he can collect and the other is
not, he said.

"The court is not critical of the

legislature, in view of the hys-
terical atmosphere... which
spawned this legislative attempt to
deal with the malpractice prob-
lem," he said. "The fact remains,

however, that the technique
adopted in this court's view denied
the plaintifftheequal protection of
the act."

The California Trial Lawyers
Assn., which has opposed the dam-
age limitation, will file a friend-of-
the-court brief in support of the
judge's ruling. The brief will state

that other provisions of the Keene
Act are also unconstitutional. .

White collar crime

costs $44 billion
WASHINGTON-White-collar

crime now costs U.S. business a

staggering $44 billion annually, ac-
cording to the U.S. Chamber of
Commerce.

The $44 billion loss comes from a
variety of white-collar offenses:
bribery; kickbacks; credit card
and check fraud; use of counterfeit
products and securities theft, said
the Chamber. .



Cost containment is the byword for corporate benefit
and financial executives. The Decemberll, 1978

special emphasis issue of BUSINESS INSURANCE will
probe, in-depth, the techniques that benefit clients
have begun to use during the lasttwoorthree years
to stem the rise in benefit liabilities.

As risk management tools have been applied
more frequently to benefit programs-includ-
ing closerclaims scrutiny, more co-insurance,
bigger deductibles for workers covered
under plans, and fully self-insured programs
-corporations have expected to reap the
rewa rds of their efforts in the form of cost

5avings. Businesslnsurancewill takea closer
look at these efforts.

Many companies have also recognized that
they can try to intervene in the health care
marketplace to control benefit costs, by be-
coming more involved in Health Systems
Agencies and rate setting boards and byserv-
ing on hospital boards of trustees.

Competition is hot and heavy in the group
life and health field...B.I. editors will

scrutinize the impactof competitive forces
at work by talking with buyers and suppliers
of group insurance packages.

The nation's largest market and most powerful labor
union will be negotiating new contracts during 1979.
The Decemberll issue willtakea look atwhat's instore

for bargainers facing off across the tables.

And, as every few years, B.I. will talk with some of the
most controversial authorities around the country to
compile their views of what will happen to employe
benefit programs over the next five years.

Small groups are cashing in on collective clout by
joining multiple employertrusts. And insurersare com-
peting for the growing pool of small group funds, The
editors will probe this trend as well.

The December 11 EMPLOYE BENEFITS special empha-
sis issue is another outstanding opportunity for

i.illm--,

wf'5.-v

December 11,1978 8

EMPLOYE
BENERTS
special emphasis

mue

marketers of all forms of employe benefits, insurance
or services, to reach the largest and mostactive audi-
ence of corporate benefit decision makers, theircon-
sultants, agents and brokers. Nearly100,000 such
readers in U.S. corporations and service organizations
will be exposed to your advertising message in this
important issue.

Reserve space now. Advertising closing date is
November 28. For more information on how you can
reach the executives responsible for the purchase of
employe benefits insurance and services, call
Don Walsh, Advertising Sales Directorat 212/986-5050.
Or contact one of our sales offices listed below.

.business
insurnce

Chicago: 740 Rush Street, IL 60611 (312) 649-5275 New York: 708 Third Avenue, NY 10017 (212) 986-5050 Los Angeles: 6404 Wilshire Blvd., CA 90048 (213) 651-3710
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Natural hazard losses to skyrocket: Study
REDONDO BEACH, Calif.--A

"pioneer study" by a risk manage-
ment company here reveals that
unless stringent loss prevention
measures are taken in this decade
the cost of destruction from natu-
ral hazards could have a devastat-

ing effect on the U. S. economic
systern.

The study, developed by the J. H.
Wiggins firm for the National Sci-
ence Foundation, projects dam-
ages caused by the nation's most
destructive natural hazards--

earthquake, landslide, expansive
soil, hurricane, storm surge, tor-
nado, floods, winds, and tsunami-
and then shows the percentage by
which the damage might be re-
duced if certain measures were ap-
plied.

Each ofthe hazards was modeled

and programmed on computers to
provide estimates o fannual and, in
some cases, sudden castastrophic

losses which have an impact on the
nation's building wealth between
1970 and the year 2000. The results
indicate that the cost of replacing

and repairing buildings destroyed
by the nine hazards studied will
soar 85% in the 30-year period,

Under the average 1970 condi-
tions, the report fixes building
losses from natural hazards at ap-
proximately $10.5 billion by 1978
monetary standards. If appropri-
ate measures are not applied, the
report asserts that these figures
could reach $19.5 billion annually
beginning in 2000.

However, if effective measures
were to begin in 1980, the study re-
veals that dollar losses would be

reduced by 25% or $5 billion in the
year 2000.

Computer models on earth-
quakes estimate the annual cost of

replacing and repairing buildings
hit by earthquakes will increase al-
rnost 25% between 1970 and 1985

with a 45% increase between 1985
and 2000.

For example, if the 1906 San
Francisco earthquake were to re-
cur in 1980, building damage
would reach $24 billion, 5,000 per-
sons would be killed and 200,000
would be injured. By 1990, build-
ing losses would reach $30 billion
and by the end of the century
losses would be $36 billion.

Damages caused by landslides
will soar 130% between 1970 and
2000, the report indicates. But
landslides could be prevented, ac-
cording to the experts contacted if
adequate land use and construe-
tion requirements were added to
building codes, the codesenforced
and early detection methods used,

Computer models revealed a
savings of more than $250 million
annually by the year 2000, just in
the cost o f replacing and repairing

buildings hit by slides, if one chap-
ter of the uniform building code of
the international conference of

building officials were applied to
new construction across the nation

beginning in 1980.
Expansive soil damage, the most

dangerous in cities with sharply
defined wet and dry seasons, ac-
counts for over $1.9 billion in

building losses.
If soil stabilization prior to con-

struction or stronger foundations
became standard across the coun-

try, the study indicates that $1.5
billion could be saved annually be-
ginning in 2000.

If ignored, building losses will
increase over $4.5 billion by 2000.

Overflowing waterways destroy
or damage 410,000 buildings across
the nation in a typical year, with
aggregate cost of over $3 billion.

Stepped-up dam and levee con-
struction resulting from govern-
ment awareness of the problem,
may reverse a year-to-year rise in
costs resulting from flood, accord-
ing to the Wiggins Study.

The report, however, supports
acceleration of new flood control

projects because costs will proba-
bly start climbing again as theturn
ofthecenturyapproaches, increas-
ing about 15% between 1990 and
2000.

A $850 million savings could be
achieved by the year 2000, accord-

ing to computer models, if the
most exposed cities would require
more rigid building site and con-

Y

struction control beginning in
1980.

Illinois, according to the report,
suffers the greatest dollar damage
by floods because it is the most
heavily populated of the nation's
tcrnado states.

Computer projections revealed
thatnationwidetornado damageto
buildings during a typical year av-
erages at least $1.5 billion.

Y

f <:1

Because of rising building costs
and population growth in the cen-
tral states, the report said that
twister damage to buildings will
increase more than 130% between

1970 and 2000, hitting $3.5 billion
by 2000.

The report states that if the 1973
uniform building code strength
provisions were increased by 50%
in all categories pertaining to wind
resistance and were employed na-

tionally by 1980, tornado losses to
new construction could be re-

duced about 45%. Overall building
losses would drop 15%.

Although the study is the most
comprehensive of its type ever at-
tempted, the report appeals for ac-
celerated identification of hazard-
ous locations.

"The challenge is enormous, but
the stakes are high." Mr. Wiggins
said. "Billions ofdollarsand count-

less lives can be saved over the

next decade by mitigating the
losses caused by any one or combi-
nation ofthese earth, air and water-
related hazards." •
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Lloyd's angrily denies charges of a 'broker mafia'
By JOHN H. MILLER

LONDON-Lloyd's is locked in
a row over hints that it is under the

domination of a "broker's Mafia"

which wants to see changes in the
way it is run.

At the time when Lloyd's hopes
to present a united front to devel-

oping U.S. competition, it is fac-
ing suggestions that there is a split
over the administration ofits regu-

latory powers.
But leading broking firms who

are closely involved in placing
huge lines of U.S. business have

joined forces to deny threats of a
plot to alter its traditions of indi-
vidualism. And Sir Havelock Hud-

son, past chairman of Lloyd's, has
angrily and publicly termed the

idea "disgraceful."
Action has already been taken

this year against four small brok-

ing firms that have been either sus-
pended or removed from the list of
Lloyd's brokers.

But publicity over its attitude to-
wards U.S. brokerage groups try-
ing to enter the market and dis-
putes involving other brokerage
firms or syndicates over the cause

of large payouts have focused at-
tention on its unique self-regu-
latory powers.

The new storm erupted when the
London Sunday Times published
an article in its widely-read busi-
ness news section under the bold

headline "Brokers to seek reform

at Lloyd's," in which it claimed

that sweeping changes in Lloyd's
structure were being sought.

The idea came from a pressure
group within the 12 leading brok-
ing firms, the newspaper asserted,
and hinted that "by this time next

Self-insured?
Orplanningtobe?
Get thenatioisleading
independent service organization
tostandbehind you.
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Il Property and Catastrophe Il Recovery Administration

We'll act as an extension of your own claims handling operations, or handle the
whole job for you. We draw on over 90 years of experience in claims handling. And we
can tailor programs to the requirements of each risk manager, broker or agent.

When you need us, we're there...everywhere! With 5,000 employees in 650
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year the way in which Lloyd's is
run could be fundamentally differ-
ent."

Source for this assertion was re-

ported to be the chief executive of
a leading broker who refused to be
identified, though he claimed that
a "wave of insurance scandals"

had brought the pressure group to-
gether.

Basically the brokers wantto see
the whole regulatory structure of
the Lloyd's market working more
openly, rather than along the lines
ofa private club in keeping with its
300 years' traditions. There might
also be merit in appointing a chief
executive to run its affairs instead

of leaving it to the ceremonial du-
ties of a Lloyd's chairman, accord-
ing to the Sunday Times article.

The writer, Maurice Barnfather,
went on to assert that the "internal

Mafia at Lloyd's, or the broker
barons as they are sometimes
called, have been stung into action
by a wave of public disputes." Pro-
tests to that claim came rapidly
from market leaders.

The nine chairmen and three se-
nior board members of the twelve

firms he named, which between
them have annual profits esti-
mated at more than $300 million,
promptly wrote back:

"We refute the implication that
we are involved in any powerful

pressure group which is seeking
sweeping changes in the way
Lloyd's is run. As far as we are con-
cerned, changes are made by the
Committee of Lloyd's in consulta-

tion with all parties in the market.
The imputation that our firms
would be involved in collective

pressure rather than being pre-

pared to take part in the normal
procedures which exist is com-
pletely refuted."

The brokers are A. Ronald Tay-
lor (Willis Faber Dumas), Neil Mc.
L. Mills (Bland Payne Holdings),
R.H. Warrender (Bain Dawes), P.

Bowring (C.T. Bowring & Co.),
F.R.D. Holland (C.E. Heath), E.J.

Gordon Henry (Matthews Wright-
son Holdings), Morris F. Abbott
(Hogg Robinson), Michael J.
Glover (Alexander Howden), Peter

T. Wright (Sedgwick Forbes), G.E.
Knight (Fenchurch), R. Singer
(Leslie & Godwin) and R.F. Mab-
bott (J.H. Minet & Co.).

At the same time Sir Havelock

Hudson, chairman of Lloyd's from
1975-77, said: "Forms of denigra-

tion of Lloyd's can well be of ad-
vantagetosomeofourcompetitors
in the highly competitive world of

Continued on following page

Separate
coverege may
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workers'

comp costs.
In Texas, your national carrier's
workers' compensation
insurance rates are the same as

ours. The difference is that,
through the efficiencies of
prompt local service, we were
able to return to our

policyholders over $39.2 million
in 1977 alone through dividends,
premium discounts, and
retrospective savings.
That's why many national
companies place the Texas
portion of their workers'
compensation coverage with
Texas Employers'. Get all the
facts by calling our National
Accounts Division at

214/653-8100.
----- Texas EmpLoveRS:

insumanceAssociaTion

P. 0. Box 2759

Dallas, Texas 75221
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Broker mafia...
Continued from preceding page
international insurance.

"These comments will be seized

upon with gusto by them, but they
are ridiculous speculation, which
will cause exasperation to many
people at Lloyd's," he added.

"From time to time self-regula-
tion entails severe measures being
taken against firms or individuals
and it is quite possible the commit-
tee of Lloyd's will take further ac-
tion in the months to come."

Peter Wright, chairman of

Sedgwick Forbes, which derives
large business from the U.S.,
agreed: "The suggestion that a
pressure group is seeking reforms
is quite unfounded.

"There is no such group among
the leading brokers, who are all
highly competitive and keep each
other on their toes. That is what

enables Lloyd's to give its cus-

tomers such good service."
Henry White-Smith, of the Willis

Faber group and the current chair-
man of Lloyd's Insurance Brokers'
Committee, responded, "I have no
knowledge of any rnoves by the
broking community to seek
changes in the present structure of
Lloyd's, with whom there is an ex-
cellent relationship. As far as the
membership of this committee is
concerned, there are no signs of
anyone seeking to reform the organ-
ization of Lloyd's in any way.

"Brokers with whom I am in
touch through the committee cer-

tainly hope the present happy and
friendly relationship will continue
and nothing has arisen among our
members to justify suggestions
that we want to make any funda-
mental changes in the way in
which Lloyd's is run."

Brokers at Lloyd's elect their

committee annually, under a pro-
cedure in which each firm has only
one vote. They also have members
on the full committee of Lloyd's.

But Mr. Barnfather insisted that

his implication, that concern is felt
at the effec:iveness of the existing
Lloyd's disciplinary structure to
cope with the market's growing

complexities, is correct.
He added: "My sources for the

story are within the twelve leading
brokers named in the article. No

formal 'ginger group' exists. But
motivation, not demands, for
change are coming from leading
Lloyd's brokers."

Lloyd's officials, however, still
insist there is no foundation forthe

suggestion.
Suggestions that there might be

some antagonism toward the
powerful brokerage groups who
admittedly control much of

Lloyd's placings and also manage
underwriting agencies have come
from smaller members of the

'Over the years the broker barons, a term
with which I would not disagree, have in
many cases lined their pockets beyond
the dreams of avarice and sit at the top of
a mountain of gold.'

--John A. Wyatt

Lloyd's market.
John A. Wyatt, a marine under-

writer for 30years with a small syn-
dicate which is not linked with any
broking group, observes, "Lloyd's
market is unique in the true sense
of the word and brokers have

rightly emerged on the scene to
meet the volume of trade it gets.
But they carry no risk, being paid

for their enterprise by the people
who do carry risk.

"Over the years the 'broker
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barons,' a term with which I would
not disagree, have in many cases
lined their pockets beyond the
dreams of avarice and sit at the top
of a mountain of gold," he con-
tinued.

"In my view, a totally dominated

brokers' market, with a puppet
government, will not work. Com-
petition, which will stimulate prof-
itable business for thecommunity,
must take place between genu-
inely different sections of the
whole."

Richard Gentry, who is on the
European marine side of a
medium-sized broking firm, Rob-
ert Bradford Hobbs Savill, said:

"Small firms still have a large part
to play in the Lloyd's market and
some of their syndicates have been
more profitable than the big ones
in recent times, though naturally
this trend might change.

"There is no doubt that there

have been occasions in the past
when disciplinary or regulatory ac-
tion has not been taken when it

should have been. Failure to do so

breeds an atmosphere ofcontempt
and disillusionment on the part of
the great majority who wish to see
the rules enforced. .

Calif. to require
more auto info

SACRAMENTO-California

Gov. Edmund Brown signed into
law a bill requiring auto insurance
companies to compile statistical
information used in setting rates
on the basis of zip code bounda-
ries, a procedure likely to reduce
insurance rates in minority areas
like East Los Angeles.

The governor signed the mea-
sure after he met privately here
with representatives of the east
side's United Neighborhoods Or-
ganization.

In the past, a neighborhood
survey showed east side policy-
holders were being charged exces-
sive rates because East Los

Angeles was part of a territorial

area that includes Beverly Hills,
where motorists drive more expen-
sive cars and are more prone to sue
after an accident.

Heavy lobbying by the organiza-
tion prompted State Farm Insur-
ance Co. and two others this sum-

mer to lower rates in East Los

Angeles. .
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LOS ANGELES-A class action
ufacturers "knew about the health problems with workers compensa-

suit filed here asks for $1 bilhon in
threat and initiated an apparent tion because exposure of many vic-

damages from 15 malor U S asbes- 'The legislation would give a right to com- coverup "
tims of asbestosis occurred too

tos manufacturers who allegedly
Legislative aide John Lawrence long ago for claims to be filed

conspired to conceal and distort pensation but not a right to sue.' said that representatives of Johns- within the required reporting pe-
medical and scientific information

Manville and the Asbestos Infor- riods

on the health hazards of asbestos
-Congressional aide mation Assn were asked to appear "There is also a question of

The suit was filed on behalf of
at the hearings and both dechned whether workers compensation is

more than 5,000 workers in two

really apphcable or not," he said

Southern Cahfornia shipyards, the Marine & Shipbuilding medical reports were manipulated Rep. Miller will propose legisla- He added that Rep Miller does

Todd Shipyard in San Pedro and Workers Union sent aletterto Call- so that the companies "might con- tion next year to reduce future ex- not support proposals by Rep Mil-the Long Beach Naval Shipyard fornia state attorney general Evelle tlnue to produce and to sell asbes- posure to asbestos through work- licent Fenwick to spht the respon-The lawsuit lS reported to be J Younger, Los Angeles district at- tos at great profit to them This place safety standards that are sibihty for the asbestos healthunique among asbestos-related torney John Van de Kamp and the conscious choice of profit over the more stringent than those cur- threat among the government, thelawsuits because it makes a re- county grand Jury The letter asks hves of working people who have rently in existence, outhne how to asbestos manufacturers and thequest for a restitution of profits, a the officials "to commence imme- unknowingly exposed themselves notify people who have been ex- tobacco manufacturerslegal remedy usually confined to diately the investigation of the as- to this deadly substancels, in every posed to asbestos and set up a
"The legislation would give a

suits between businessmen bestos industry for possible man- sense of the word, criminal " means of providing follow-up right to compensation but not a

According to the suit, the 15 as- slaughter and other criminal viola-
The letter is signed by Steve M health screening, and establlsh a right to sue," he said

bestos manufacturers "have been tions in their suppression and dis- Roberts and three other officers of way of dealing with the issue of
Rep Miller will conduct addi-

unjustly enriched by the profits of tortion ofscientific andmedicalin- the union
compensation for people who be- tional hearings this year in areas of

their continued manufacture and formation concerning the deadly A congressional hearing, chaired come 111 or die of asbestos expo- the West Coast that have numerous
sale of asbestos during the period nature of asbestos "

by Rep George Nhller in San Fran- sure
shipyard employes, such as Long

of their concealment of the facts" The letter said scientific and cisco last month was told the man- Mr Lawrence said that there are Beach or Hawaii .

(1938 to the present) The 15 com-
panies "are indebted" to the in-
Jured workers in the amount of
their profits since 1938 or about $1
billion, the suit says

"Asbestos was and is an ex-
tremely hazardous substance and
was and is unsafe and defective
when used in the construction, re-
pair and maintenance of seagoing

.

vessels by workers at the Todd Pa-
cific Shipyard in San Pedro and

D:.
the Long Beach Naval Shipyard,
the suit continues When tiny as-
bestos particles are breathed, they
cause severe, disabhng and deadly
lung and respiratory illnesses, in-
clu(ling lung cancer

A

f .
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Francisco, has only had his Job 0. 202" '-·
since last February, but he beheves

...**............. r...**.....*.................

he can already clum one sohd ac-
complishment the city's new
modified work program

Perhaps 1 should. Please send me a free
The program, which Mr Tonda

4

Sopy of your broker's kit on D&0
implemented, lS aimed at em-
ployes who become temporarily

insurance. 5807R

injured on the Job but are ehgible
to collect their full salaries while
they are recuperating at home

Name

44The Clty lS paying them their
full salaries, but with this program,

Company
we are also getting some sort of
work out of them," said Mr Tonda Addrecc ....................................Fremont, like many other Cahfor-
nia cities, pays employes with in- City
dustrial injuries full salaries for a
year in heu of a temporary disabil-
ity weekly payment of $154

: State

Although he has no cost figures
Zip

&=.4on how much money the modified
work program begun last March is *,- F-*#. I

Phone
saving, Mr Tonda lS assured that

$
.

.

funds are being conserved The 4&*/:....4 D.SA;:city now has some control over .. MGIC Indemnity Corporation
these employes and the workers + /9,#

themselves are being eased backto
MGIC Maia.Milwaukee Wis 53201 (800) 558-9900

*4-

work

Without the program, a few of
...............................

these workers might not have ever
come back to work, he noted

A.-XIII-A.M. Best Co.

However, the program lS de-
signed to be in operation for only a
temporary period, for each worker

Mr Tonda has launched a risk
management program which con-
centrates on identifymg exposures
not previously recognized .
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First public island company

Bermuda reinsurer to tap captive market
HAMILTON, Bermuda-A new

multiple line reinsurance com-
pany here intends to tap the ma-
turing captive insurance commu-
nity on the island in its quest to
become a major international rein-
surance company.

Aneco Reinsurance Co. Ltd.,
sporting a board of directors
sprinkled with insurance entrepre-
neurs, a domicile in a tax haven
and an intention to soon go public
with a $10 million stock offering, is
"very much interested in rein-
suring captives" as part of its busi-
ness, said Aneco chairman Francis
J. Mulderig.

Planning to reinsure half the
business it underwrites, Aneco
also expects captives to be among
thoseacceptingretrocessions from

Aneco, Mr. Mulderig added.
But Aneco is not being set up to

just funnel reinsurance business
from one source to another-nor to
provide business to other compa-
nies owned by Aneco share-
holders-the former American In-
ternational Reinsurance Co. direc-

tor maintained. "We are going to be
a major international reinsurer."

Mr. Mulderig, whose back-
ground includes involvement on
the behalf ofAIRCO with the orga-
nization of the now prosperous
American International Group,
was also one ofthe 12 persons who
held all the common stock of C.V.
Starr & Co. Inc. The 10 directors of
C.V. Starr now control 231 compa-
nies including the vast AIG net-

work.

Bermuda was chosen as the
domicile for Aneco because "Ber-
muda has become an insurance
center," Mr. Mulderig explained.
"So in addition to the tax advan-
tages, we have a rapidly growing
market."

Aneco is the first reinsurance
company on the island to be pub-
licly held. Other reinsurers in Ber-
muda are subsidiaries ofinsurance
companies domiciled elsewhere or
captives going into third-party
business.

But the captive insurance mar-
ket in Bermuda is viewed by
Aneco as just the "icing on the
cake, not the mainstay" of busi-
ness for the new company, con-
tends Edward J. Mallozzi, who will

HMOsareahealthy idea.
It's the paper work that can make yo

Health Maintenance Organizations eover
people for practically all their health care
needs for a fixed monthly fee. And HMOs
can help control rising health costs.

But the federal HMO law creates some
new problems for employers offering HMO
options to their employees. As an employer,
you'll need to make a careful evaluation of
any HMOs you're considering. This is vital
because the HMOs you select must be able to
guarantee delivery of health care services
to your employees. You'll need to communi-
cate the HMO concept and its benefits
to your employees. And you'll be plagued
by an epidemic of paperwork additional
forms, bills and procedures for each HMO.

To help employers, NWNL has established
a unique HMO Services unit. Our specialists
in HMO Services will help you evaluate
specific HMOs. Then, we'11 work with you to
design a communications program for your
employees including a detailed Guide to
HMOs and a specific Benefits Comparison.
We'll eliminate most of the paperwork by
coordinating the administration of all of your

direct underwriting for Aneco as
president of A.E.C. Professional
Services Ltd. Aneco has con-
tracted with A.E.C. for underwrit-
ing consulting services.

A.E.C.isa whollyowned subsid-
iary of Andrew Edwards & Co.
And among the people and money
behind Aneco are the principals of
Andrew Edwards, a New York-
based reinsurance intermediary.

Mr. Mulderig maintains that the
principals of Andrew Edwards are
setting up Aneco with a $127,000
capital investment "because the
time is right, there is need for such
a reinsurance company and the
place for it is Bermuda."

That a separate corporation,
A.E.C.,willdotheunderwritingfor

HMO options through our unique HMO
Employer Administration Service.
In a sense, we will actually become your
"HMO Department."

Want more information? Send the coupon
to Al Benson, Route 1153. He'll send you
a booklet which details our new HMO
Services. They may save you money.
For sure, they'll save you some paperwork.

I'd like more information about HMO
Services. Send me your booklet.
Name

AddreRR

City

St.Ate Zip

 NORTHWESTERN NATIONALLIFE INSURANCE COMPANY
BOX 20 · MINNEAPOLIS, MINNESOTA 55440
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Aneco under a contract is necessi-
tated by Aneco's desire not to be
found engaged in U.S. trade or
business so that it can best exploit
the tax advantages of being based
in Bermuda.

The personal links between An-
drew Edwards, its subsidiary
A.E.C. and Aneco include:

• Mr. Mulderig, who before be-
coming president and chairman of
Aneco was chairman of Andrew
Edwards, is still a stockholder in
Andrew Edwards as wellas Aneco.

• Andrew J. Barile, president of
Andrew Edwards, is a director of
Aneco and a stockholder in An-
drew Edwards and Aneco.

. Mr. Mallozzi, executive vp and
treasurer of Andrew Edwards, is
president of A.E.C. and a director
of Aneco. He owns stock in An-
drew Edwards and Aneco. He will
devote all his time to A.E.C.

. Gordon Werner, a principal
shareholder in Andrew Edwards,
is a shareholder and director of
Aneco.

Other investors in Aneco are
Mr. Mulderig's son Robert A.
Mulderig, secretary of Andrew
Edwards, and Spottswood P. Dud-
ley of New York. Among Aneco's
other officers are Alan G. Jackson,
former controller of Mobil Oil
Corp. subsidiaries in Bermuda, as
treasurer and Bermuda attorneys
Dudley Spurling as vp and director
and David J. Doyle as secretary.

The preliminary prospectus on
Aneco warns there could be con-
flicts of interest from the people
and business relationships linking
Aneco, A.E.C. and Andrew

Edwards. But it also says Mr. Mal-
lozzi and Mr. Barile do not intend
to vote as directors of Aneco on
proposed transactions between
Aneco and A.E.C. or Andrew
Edwards.

It is envisioned, however, that as
a reinsurance intermediary, An-
drew Edwards will at least initially
be a primary source ofreinsurance
business for Aneco.

The Securities & Exchange
Commission is expected to ap-
prove Aneco's registration this
month. Ifall Aneco's stock offering
of 1.7 million shares is sold, pre-
sumably at $6 a share, Aneco will
be in business in "a few days" with
$10 million in capital, Mr. Mulderig
said.

The company intends to keep re-
tained business on a three-to-one
premium-to-surplus ratio, so it
could at least do a premium vol-
ume of $30 million immediately.

The company also intends to lay
offhalf the risks it assumes and to
buy reinsurance to stop its losses at
$500,000 on any one occurrence
and to buy aggregate excess rein-
surance to stop its combined ratio
of losses plus expenses from ex-
ceeding 105% of its premiums.

Mr. Mallozzi denied that this indi-

cates Aneco won't be doing much
reinsurance business on its own,
calling Aneco's intended reinsur-
ance arrangements merely "pru-
dent" for a new company. These
designs, however, are subject to
the availability and price of the
reinsurance, he notes.

Aneco intends to write fire and
allied lines, multi-peril, ocean ma-
rine, inland marine, liability, avia-
tion, hail and other miscellaneous
classes of reinsurance. It does not
expect to write primary reinsur-
ance for workers compensation,
medical malpractice, hazardous
product liability, directors and of--
ficers liability and errors and omis-
sions liability policies. .

Health insurers grow
Private health insurers collected

a record $39.4 billion in premiums
and returned $35 billion in benefits
in 1976 to their subscribers, ac-
cording to HEW. Dental coverage
is the fastest growing area of health
insurance coverage with 12 million
new rollees in 1976.



Under self-insurance, all law-
yers now pay $500 a year in pre-
miums. Mr. Rawls says this figure
was derived by deducting 2590-
representing commissions and
some administration costs-from
the Insurance Services Office rate.
Liability limitations are $100,000
per incident.

Some 1,000 ofthe state's lawyers
have opted for additional coverage
up to a $200,000 annual aggregate.
Several brokers are authorized to
deal in this excess coverage, al-
though Mr. Rawls noted that Alex-
ander & Alexander Inc. "is getting
the lions share as they were the
first ones into this excess and
worked with us to develop the
plan."

Included in the Fund are prior
acts as long as there was no notice
ofa claim priorto July 1. Attorneys
leaving private practice are also
able to get extended "tail" cover-
age. They pay a one time assess-
ment of one-and-a-half times the
annual assessment, which would
be $750 under current rates.

Not included in the coverage are
government attorneys, corporate
lawyers, lawyers engaged in Legal
Aid Service and others such as pat-
ent attorneys who can obtain
professional liability coverage
through their national association.
To be exempt from state law, pat-
ent attorneys must furnish proofof
liability coverage.

Coverage also does not include
patent practice or non-client re-
lated losses such as libel, slander,
malicious prosecution and false ar-
rest. These coverages are available

I 4 .

lawyers sta rt self-insured fund *
By HARRIET KING through excess carriers. At the whelming," he says, although he

present time the program has no notesthatafewstilldidnotwantto ?04./5. 5

- deductible, but Mr. Rawls noted buy liability coverage. "We had no :<
that at some future date, it may be- idea what to expect in the number
come in the best interest of the of claims and payout. Commercial
Fund to invoke a deductible. carriers had not kept good statis-ties in this area. Our problem was  *p

Sponsors also feltthattheir costs that since 25% of Oregon lawyers *.
could be lower for attorneys than were not insured, we did not know 4*2

what is provided by commercial what type of claims were out there ':hf.
carriers because there would be no lying in the weeds," Mr. Rawls ,+
profit factor, costs such as adver- complained.

Using and brokers commission is "We finally ran a survey and got
eliminated, large reserves in antici- 95% participation from lawyers,
pation of claims that may never be put the results into a computerand
asserted will not be necessary and projected we'd get 500 claims in 10
broad participation among all Ore- years. During the first four
gon lawyers will spread the risk months, we have received two or
and reduce the cost. three claims that will develop into

Support from lawyers"was over- Continued on following page

PORTLAND Oregon is the
first state to implement a self-in-
sured professional liability pro-
gramforits 4,0001awyersinprivate
practice. Industry observers view
it as a potential model for similar
programs in other states.

The plan is drawing so much at-
tention "not a day goes by when I
don't get an inquiry," says Lester
L. Rawls, Oregon's former insur-
ance commissioner who is ad-
ministering the Professional Lia-
bility Fund.

Oregon is one of many western
states where the state bar associa-
tion works with the state legisla-
ture to regulate lawyers. For exam-
ple, the legislature has said that all
lawyers must be members of the
bar if they intend to practice in Or-
egon.

The state bar's board of gover-
nors asked the legislature in 1973
to require that alllawyers carry lia-
bility insurance. "The bar went to
the open market and said'we need
a company to write all of our peo-
ple.' But the insurance companies
said no way would they insure
everyone, they wanted to exclude
some lawyers," recalled Mr. Rawls.
"Our governor said that was notac-
ceptable."

So, thelegislaturelastyearmade
it possible fur the bar association to
set up the Fund to administer a
self-insurance program forliability
effective July 1, 1978.

The self-insurance move, too,
was made because of dissatisfac-
tion with commercial coverages
and costs. In 10 years, liability in-
surance costs more than tripled for
Oregon lawyers who ended up pay-
ing some of the highest premiums
in the country.

Within the last two years, one
carrier jumped premiums to $904
from $256 a year for a claims made
policy. At the same time, coverage
was less inclusive. Because of the
high premium cost, up to 25% of
Oregon's lawyers were not in-
sured.

f
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Former insurance commissioner Lester Rawls says his fund might
invoke a deductible in the future.

Has your insurance program collapsed
when you needed it most?

When you suddenly find that your vital insurance pro- ciarging requirements and prevent program
grams have become too expensive to maintain-that co.lapse.

the design of your coverage has in fact collapsed Art,ur J. Gallagher is that kind o' tro·«Er
around you-it's clearly time to consider a new broker. Check tr€ record Our Lnequa led grcwt-1 rate

One who's more experienced and flexible. A truly a-norg the too 20 U.S. brokers s clear proof of fccused
innovative broker with a top performance re- planning and professional -ranagement for

cord forclients ranging from multi-national. « an increasing number o; o ients.
companies to local businesses. One ---- =2_ EL, :*7 4 Regardless 01 how varied or -cmplex

who can design, implement and ad- I ··4*i your insurance needs -ray be we can
minister self insurance programs. - All-'IN"I provide the prolectior yo-1 need.

But above all, a broker who can Why not contact us, a- abso utely no

economically adjust to your constantly •--- ;Bbjly obligatior. Before it rains

ARTHUR J. GALLAGHER & CO.
Gould Center, Golf Road, Rolling Meadows, Illinois 60008 · Phone 312/640-8500

• An International Organization Providing Excess Coverages and All Related Services for Self Insurers
• Brokers for Commercial, Industrial aid Institutiona, Insurance Programs
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Oregon lawyers...
Continued from preceding page
some payment," revealed Mr.
Rawls.

The $500 premium assessment
could also be changed. "We still
have to decide if $500 is equitable
for both lawyers in Portland and
the guy practicing out in the boon-
docks. Eventually, we will have
enough experience to rate it," he
added.

Mr. Rawls will concentrate on
loss control and will soon hire a
person to work in loss prevention.
"We'11 say to lawyers, 'This is the
way to do business and these ac-
tions willcauselosses,"he notes.

"The largest single error produc-
ing claims is the failure to comply
with the statute of limitations," he
says, "so we're working on a book-
let that will list various statutes

and their time limitations.

"For example, a lawyer called

4

me today. He had a client who was
jailed wrongfully for one week.
But to bring action against the
county, he must notify them
within six months of occurrence.

The lawyer was concerned be-
cause he couldn't reach his client

and wanted to know if he should

assume he no longer had the man
as a client or if he should file a note

of intent. I told him to go ahead and
file to make sure he didn't later
have a loss."

His new loss prevention person
will also work with legal secreta-
ries"to make sure they see to it that
their bosses file on time." He also

ordered an American Bar Assn.

loss control slide presentation.
By year end, administrative

costs to run the program for six
months and to set it up and pay for
furniture, fixtures, accounting and

la

legal procedure will come to
$158,990. In the future, however,
with the addition of more staffers,
"I anticipate a yearly administra-
tive budget of $228,811," notes Mr.
Rawls.

For other states to adopt a simi-
lar plan, they'd have to have an in-
tegrated bar where membership is
manditory and the state would also
have to have enough lawyers and
cash flow in the program to pay for
administering it.

A number of other western

states, (Washington, Alaska, Idaho,
Utah, Montana, Colorado, Arizona
and New Mexico) have been meet-
ing with Oregon officials for initial
discussions on whether "We

should all go together into one
large program, implement individ-
ual programs or whatever," said
Mr. Rawls.

"We could bring more states into
our plan, if they pay their way and
amend their laws so we don't vio-

late their insurance laws," he sug-
gested. .

Before you give us

Calif. counties' group
probe state excess poo 1

SACRAMENTO, Calif.-The

County Supervisors Assn. of Cali-
fornia (CSAC) is studying an ex-
cess liability fund for counties
through a joint powers agreement
(JPA).

According to a report put out by
the association's executive com-

mittee, participating counties

would probably place between
50% to 75% of their projected ex-
cess insurance premiums into a
centralized fund for the payment
of excess losses. The fund, to oper-
ate on the same principles as a mu-
tual insurance company, would be
owned and operated by the coun-
ties themselves.

Gregory L. Trout, insurance co-
ordinator for the association, re-
vealed that his group would like to

a penny, we'H give you
our two cents worth."
Don Moore, President

That's right. Before we talk about our insurance coverage and

could save you a lot of money in the end.

premiums, we'd like to tell you about PMMI's loss prevention
philosophy We think it's worth spending a little time at the beginning. It

Quite simply, we'd much rather help your company prevent
disasters than pay for a loss after the fact. Because everyone knows that there are always some indirect
costs thatjust can't be recovered from insurance. And it's these kinds of non-recoverable losses that
affect your bottom line.

PMMI specializes in loss prevention. From employee education and training programs to
engineering consultation. And, as a member of the Factory Mutual System, we're backed by the most
advanced loss prevention research facilities in the world.

Naturally, we'd like to writeyour insurance, too. You'll find us competitive, flexible and dedicated to
finding the best solution to your problems.

To find out more about what you can expect from us,just send for our little booklet called, Loss
Prevention: The Best Way to Protect Your Assets.
Or, if you prefer, give me a call direct and Ill be glad to
answer any specific questions you may have.

Get in touch with us soon. Find out how our two

cents worth could save your company a bundle.
E
PARINERS IN PIM)11{ MON

philadelphia
Manulacturers
MUTUAL INSURANCE COMPANY

Box 824 8 Executive Mall

Valley Forge, Pa. 19482

(215) 687-8150

have the JPA operational between
July 1979 and January 1980. A risk
manager may be hired by the JPA
to act as a consultant to partici-
pating counties.

The first step in the plan is to
appoint a task force that would re-
port to the CSAC executive com-
mittee by December, he said.

Such things as the level o f fund-
ing necessary, the layer of liability
to be assumed and how much to be

reinsured and the premiums to be
assessed annually would be deter-
mined by the participating coun-
ties with the help of a consultant.

A CSAC survey contained in the
report found that the average
county excess liability insurance
premium paid in 1978 was $234,906
compared to $31,880 in 1973-an
increase of 634%. Since 1973, coun-
ties have spent $42 million for ex-
cess liability insurance coverage,
the survey found.

"In 1978 alone, over $12 million
was spent, even though the num-

ber of counties without liability
coverage is increasing. In 1973,
there were no uninsured counties

but in 1978 there are eight," it said.
The report states that counties

report there have been no excess
liability insured losses paid or re-
served since 1973.

The report concludes that since
1973, California counties have paid
approximately $16 million for the
operating expenses of excess in-
surance companies. The remain-
ing $26 million was paid to cover
"expected losses," it said. But
since there reportedly were no
losses, the $26 million was used to
pay for the incurred losses of other
policyholders or reverted to the
companies as additional profits.

The individual purchase of ex-
cess liability insurance has not
been a cost effective allocation of

county resources, according to the
CSAC report. .

Life benefits

total $26.5 billion
WASHINGTON-Life insur-

ance benefit payments totaled
$26.5 billion in the U.S. last year,
reports the American Council of

Life Insurance, up from $24.6 bil-
hona year earlier.

Of this money, 61% was paid to

living policyholders in the form of
matured endowments, surrender

values, policy dividends, disability
payments and annuity benefits,
says the Council. Beneficiaries of
deceased policyholders received
39% of the money. •
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Exec tunnels maverick plan for transit
By REBECCA A. FANNIN

MIAMI-Innovative risk man-

agement should save this bursting
metropolis millions of premium dol-
lars when it insures the building of
a billion-dollar mass transit sys-
tem, beginning next spring.

While greater Miami plans to
spend a massive sum of money to
free its clogged highways of sun-
shine seekers, its risk manager has
paved new ground by devising a
unique means of reducing the
project's insurance costs.

Not one to blindly conform with
self-insurance rules he thinks are
needless, John J. O'Brien, Dade
County's insurance and risk man-
ager, simplified the rules. He
gained permission from the Flor-
ida State Department of Com-
merce to employ his ideas, first to
be tested in the state.

"The department seemed to ap-
preciate the innovativeness," Mr.
O'Brien said.

He noted proudly that he re-
ceived permission fromthe state to
self-insure a workers compensa-
tion wrap-up plan, which has never
been done before in Florida. He
also won the go-ahead to use a
contractor's experience modifica-
tion of 1.0, which in effect allows
the county to self-rate the workers
compensation risks for the project,
rewarding it the full amount of
whatever savings it gains from
good loss experience.

What this aLI means is that Dade
County will act as self-funding
agent and administrator of claims
for the county as general contrac-
tor and for as many as 200 subcon-
tractors on the project.

Self-insuring workers compen-
sation in the wrap-up plan should
save the county approximately
66% in insurance premiums, Mr.
O'Brien said.

Most of that savings will result
from the expected good loss expe-
rience of the building project. Us-
ing an example to illustrate, he ex-
plained that the county could re-
serve for $10 million, a standard
premium if the insurance were
purchased. But with good loss ex-
perience, that amount would be re-
duced to, say, $5 million for claims,
reserves and administrative ex-
pense or the amount needed dur-
ing the five years of construction.

Additional savings should result
from the nature of a wrap-up plan,
which insures contractors as a
package rather than individually.

The rates won't reflect any pre-
vious poor loss experience of the
contractors involved. Rather, all
contractors will be rated as though
all have clean loss slates, Mr
O'Brien explained.

Administrative and accounting
fees will also "be cut to the bones,"
Mr. O'Brien noted. One broker
who submitted a bid to administer
the project's insurance program re-
duced its proposed fees to $56,000
from $75,000.

Mr. O'Brien explained that the
broker's fees to administer the in-
surance program will be reduced
because the county will absorb
engineering and most claims han-
dling duties while the broker will be
responsible for loss control and
marketing insurance coverages.

The internal administration of
claims by Mr. O'Brien's staff of 29
and additional personnel to be
hired should produce annual sav-
ings of $500,000 for the county's
self-insurance of workers compensa-

The project's cost will be re-
duced because of a simplified
method Mr. O'Brien has devised
for rating the workers compensa-
tion.

Instead of breaking payroll
down by classification, Mr.
O'Brien plans to use 90% of the
contract price of payroll for labor

only contracts or 50% of the con-
tract price for labor and material
contracts. He prefers the second
approach.

Mr. O'Brien explained how his
method of rating workers compen-
sation would work. To illustrate,
he used a figure of $18 million for
total premium and $300 million for
the total labor cost. Dividing the
labor cost by the premium, he de-
rives an estimated 6 cents per $100
of payroll workers compensation
rate. (These aren't the county's ac-
tual figures.)

The estimated premiums would
then be adjusted annually to re-
fleet the actual project.cost.

Since effective loss prevention is
a key to the program's success, Mr.
O'Brien plans to set up a separate
insurance office of six people to be
staffed by the broker who wins the
account.

t

"All the major brokers have sub-
mitted proposals." Mr. O'Brien
said, including Fred S. James,
Marsh & McLennan, Frank B. Hall
and Reed Shaw Stenhouse. Frank
B. Hall has the largestMiami office
of those brokers.

Liability limits suggested by the
brokers range from a high of $75
million forgeneralliability, includ-
ing errors and omissions, to a low
of $50 million. Mr. O'Brien said he
would be comfortable. with a $75
million limit but quipped that
limits as "high as the moon" could
be needed for such a massive proj-
ect.

For buildeFs all-risk insurance,
brokers have suggested $30 mil-
lion limits while another has pre-
ferred $25 million for personal. in-
jury and property damage.

Other coverages necessary for

//f
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the project are railroad protection
insurance since the county is con-
structing next to a railroad, surety
bonds and contractor's equip-
ment, including auto liability.

Mr. O'Brien, who joined Dade
County in 1977 after a short stintin
the business of apartment and
townhouse cleaning, is no new-
comer to risk management. He has
chalked up 20 years of risk man-
agement experience as national di-
rector of claims at Avis-Rent-A-
Car, insurance manager for Mack
Truck and insurance manager for
Franklin Mint Corp.

He's also no novice at insuring
high-exposure risks. Dade County
includes 23 municipalities.

Except for the airport liability,
the county's liability is self-
insured. Property coverage is pur-
chased with a $1 million retention
and a $276 million limit. .

Photo: Rebecca Fannin

Self-insuring workers compen-
sation should savethe countyal-
most 66% in premiums, says
John O'Brien.
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PPG and The Equitable:
63 years of good chemistry.

At PPG Industries, a leading producer of chemicals,
glass, fiber glass, coatings and resins, Equitable
groupinsurance has passed the toughest test of
all-the test of time. The reasons are simple.

Flexibility-We grow with each client. Every plan
is designed to. meet special needs. We work hard
to keep innovating and adapting.

Service-We measure ours in layers: group field
specialists give personalized local attention-backed
by Home Office support and resource staffs; service
centers and benefits-paying offices are strategically
located to provide at-hand response for smooth plan
operations and claims handling; and the bottom
layer-our insistence on the latest in computer
technology.

Cost Containment-An Equitable commitment and
major concern. We believe the best approach is a
coordinated contractholder/Equitable effort toward
the mutually agreed-upon goal. It begins with
effective plan design and is sustained by efficient
claim administration.

Equitable group insurance has been a
long-standing asset at PPG Industries, and it is
becoming a newfound advantage for even more
companies. In the last four years, The Equitable
has been #1 in sales of new group life and health
insurance and pensions (measured by new premiums
and considerations)-a tradition with a growing
future.

To find out more about making Equitable group
coverage a working.asset for your compary contact
your local Equitable representative.

Ame:icah #1 group 
company forthe EQUITABLE

4th year in a row.

The Equitable Life Assurance Society of the United States, N.Y., N.Y.



60/business insurance, November 13, 1978-

benefit tax slants

Delayed stock bonus can protect for inflation
By JOSEPH S. ROBINSON

Attorney-at-Law

PUTTING OFF A bonus or por-
tion of compensation until retire-
ment can generate a tax saving.
Typically, such plans call for a na-
ked promise by the company to
make continued payments to an
executive when he retires or to his

family in the event of his death.
However, as a result of inflation's
assault on such pre-fixed setups,
more and more corporations are
utilizing their company stock,
hopefully to offsetthe future dollar
loss.

They gear the deferred compen-
sation arrangement to the appreci-

ation on the value of their stock.

Thecorporationstreatthedeferred
amounts as ifthey wereinvested in
a fixed number of shares of their

own stock.

For instance, one plan provided
for paying the employe ". . . the
number of shares of its common

stock which the deferred portion
of his incentive pay for the year in-
volved would buy as of the
time..." In effect, the corporation
immediately translates a bonus
into an equivalent amount of its
shares and may even buy and hold
thatamountofstockforfutureuse.

This number ofshares, ortheir dol-

lar equivalent, is turned overto the
executive when the deferment pe-

riod ends and can then be worth

considerably rrlore than the

amount of the original dollar bo-
nus due.

For the executive's viewpoint,
this is lilie, investing his deferred
bonus in his company's stock and
getting the full benefit of any ap-
preciation in value. While the
higher value becomes fully taxable
compensation when the amount
representing the value ofthe stock
is turned over to him, this is more
advantageous than getting no
growth at all on his deferred bonus.

Since the employer is not re-
quired to hold stock for the execu-
tive, the arrangement is called
"phantom" or "shadow" stock.

Report from Number One Wall Street

After giving the go-ahead signal
on the use of shadow or phantom
stock and other plans, IRS had sec-
ond thoughts. It suspended issu-
ing rulings on any such deferred
compensation plans. IRS ex-
pressed concern that, in substance,
the employe in these situations re-
ceives the compensation and de-
posits it with the employer to be
held for the employe's benefit.
URS-1881,917177).

However, Congress, in the 1978
Tax Act, has barred the IRS from
closing this "loophole."

Partial rollovers

A new law allows employes who

Irving innovates-you profit.The fully protected Securities Lending service.

You may have considered
securities lending as a
way of increasing portfolio
return...and held off be-

cause of potential risk, or
the time and money it takes
to develop an in-house
capability.

If so, we've just elimi-
nated your concerns. Our
new Securities Lending ser-

' vice opens the door to
extra income, with full
protection and no
work.

Put idle securities
to work. Vaulted se-

curities have it too

easy. Why should
they? You don't let
idle funds sit

around gathering dust. You put
them to work. And our Securities

Lending service does the same
for the stocks and bonds in your
portfolio. Food for thought and
for your handy calculator: How
much extra income would a daily
average loan balance of $5 mil-
lion earn you in short-term
investments?

No matter what interest

rates you use, it's added income
available no other way.
There's no risk. Almost

every investment decision you
make has some risk. But our

Securities Lending service is
risk-free. Irving protects you
against loss on any

- T securities loan.
A We sow.

We act as your
f agent and solicit

r *1 requests for loans of
securities from a

large but carefully selected group
of top brokerage firms.

We handle all the monitor-

ing, checking daily and collecting
additional collateral when

required.
We collect all your divi-

dends and interest payments and
credit them to your account on
payable date.

We act as your custody
bank, providing the full range of
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safekeeping and reporting
services.

We can serve as your short-
term money manager to invest
cash collateral in appropriate
instruments for optimum yield,
safety and liquidity.

In short, we do all the work.

You get extra income and you still
retain full control over the man-

agement of your holdings. A
securities loan can be terminated

on 5 business-days notice.
Interested? Send for our

brochure describing this innova-
tion in extra income or call your
Irving account representative or
Robert R. Alberti-212 /487-6284.

With Irving working for you,
you can work your portfolio a lot
harder.

Robert R. Alberti

Assistant Vice President.

Securities Product Officer

IrvingTrust Company. Nationwide.Worldwide.
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receive lump sum distributions
from a pension or a profit sharing
plan to rollover all or part of the
payout into an IRA or into another
qualified plan.

If an employe elects to make a
partial rollover, the amount that
isn't rolled over will be taxed in the

year received as ordinary income
and will not be eligible for the spe-
cial 10-year averaging. Therefore, a
taxpayer should weigh the pros

and cons of his option. A partial
rollover means he'll be able to de-

fer tax on part of his payments and
still keep some cash on hand. But
the loss of the 10-year averaging
may mean the current tax due on
the retained part will outweigh the

tax advantages of the deferral on
the rolled over portion.

Bonus time

Benefit managers and others
concerned with payroll taxes
should consider the added cost to

the company in allowing an em-
ploye to take his year-end bonus in
January 1979 instead of this De-
cember. Here's why:

Currently, Social Security taxes
go as high as $1,071 or 6.05% on the

first $17,700 ofearnings. Nextyear,
it jumps to $1,403 or 6.13% on the
first $22,900 of earnings. So if a
company plans to pay a 10% bonus
to a $20,000-a-year employe, the
$2,000 bonus would be subject to
Social Security tax if it were made
in January 1979; it would escape
this tax if paid out in December.

Survivorship annuity

Under Treasury rules, payments
under non-transferable annuity
contracts distributed from quali-

fied plans to participants or their
beneficiaries are taxable only as
they are actually received. In addi-

tion, it appears that annuity pay-
ments to beneficiaries under such

contracts will be eligible for the es-
tate tax exclusion. Here is a ruling
which expands the latter point.

A former employe had been a
member of a state's qualified, con-
tributory pension plan. Separate
accounts were kept of his and the
state's contributions. On retire-

ment he elected an option pro-
vided by the plan under which his
contribution with interest was re-

funded to him and a survivorship
annuity became payable to him
and his wife who survived him.

The revenue service ruled that,
since the wife's annuity was predi-

cated solely on the employer's con-
tributions, it is free of estate tax.

(Rev. Rut. 78-151).

Letter rulings

From time to time we report a
private letter ruling that may have
relevance to benefit plans. We do
this to convey the possible attitude
of IRS on a particular point.

IRS commissioner Jerome

Kurtz has stated that a significant
portion of private letter rulings are
reversed when revenue rulings are
later published on the subject. Ac-
cordingly, because of the possibil-
ity of reversal and since these rul-
ings cannot be cited as precedent
in actions before the IRS or courts,
caution should be exercised in us-

ing letter rulings for guidance. .

A&A acquisition
The B-K Corp. of Omaha, Neb.,

has merged with Alexander &
Alexander Inc., the second largest
U.S. broker. B-K Corp. specializes
in- life insurance underwriting for

corporations, individuals and pro-
fessional organizations.



info for buyers
rT o receive materials listed in Info for Buyers, write to the
i name and address accompanying each item, mention-
ing that you saw the item o ffered in Business Insurance.

Readers are invited to submit educational and promo-
tional material of interest to risk managers and employe
benefit chiefs for possible inclusion in the column. All
items that are free and of interest to our readers are eligi-

ble; those available at a modest cost will be considered.

Send a sample to Info for Buyers, Business Insurance, 740
Rush St., Chicago, Ill. 60611.

• Automated claims processing
can be a money saver. McDonnell
Douglas Automation Co. designed
an automated employe benefit
system with just that in mind. The

system is one way employers can
cut costs in administering health
care plans and can provide timely
payment of medical and dental
claims. For a free brochure

describing the system write R.J.
Stockhus, Manager of Insurance
Industry Marketing, Dept. K502,
Building 105-2-229, McDonnell
Douglas Automation Co., P.O. Box
516, St. Louis, Mo. 63166.

. Are you protected against the
gradual pollution of water, air and
property which is not covered in
the standard CGL policy? Are you
adequately protected against sud-
den or accidental pollution? Ifnot,
Wohlreich & Anderson Group Ltd.
is offering an environmental im-
pairment liability policy that may
be the answer for you. For a free
brochure write Peter A. Wilkens,
Vice President of Marketing,
Wohlreich & Anderson Group
LA?d., 6 Commerce Drive, Cranford,
N.J. 07016.

• Are you in the market for marine
insurance? Alexander & Alexan-

der Inc. is now offering a brochure
which describes what the firm of-

fers in vessel, cargo and special
coverages as well as claims han-
dling procedure. For a free copy
write Alexander & Alexander Inc.,
Corporate Communications Dept.,
1211 Avenue ofthe Americas, New
York, N.Y. 10036.

. American International Group is
now offering a booklet that may
answer some questions for agents,
brokers and risk managers. The
booklet gives a comprehensive
overview of AIG companies and
their products. For a free copy
write American International

Group Inc., PR-2, Corporate Com-
munications, 70 Pine Street, New
York, N.Y. 10005.

. Surveys indicate that most peo-
ple do not shop around for insur-
ance. The Missouri consumer in-

formation center is now offering a
guide for buyers of health insur-
nace to encourage shopping for in-
surance. Some advice, caution and
guidelines are given in the 15-page
booklet so that consumers, armed
with a better understanding of
health insurance, will shop for the
policy and rates that best suit their
needs and lifestyle. For a free copy

write Department of Consumers
Affairs, Box 1157, Jefferson City,
Mo. 65102.

. Safety & Security for Supervi-
sors is a 40-page pocket-size daily
calendar booklet. It provides an ·
on-going supervisory training pro-
gram including questions and an-
swers about OSHA, a safety check-
list form and case histories, articles
and forms on industrial safety and
security. For a free sample write
Bruce Singer, Assistant Editor,
Man and Manager Inc., 799 Broad-
way, New York, N. Y. 10003.

. About Health Care Costs is a

19-page color brochure from U.S.
Administrators. Among the topics
considered are implementing

quality assurance, medical, dental
and drug plans and workers com-
pensation. For a free copy write
Samuel X. Kaplan, President, U.S.
Administrators, 8383 Wilshire
Blvd., Beverly Hills, Calif.

90211.

• Loss Assumption is an article re-

printed from Financial Executive
outlining the basic risk manage-
ment process that should be con-
sidered by a corporation to reduce
the total cost of risk. It also ex-

plains the loss assumption indica-
tors that tend to measure financial

strengths and tells how to draw up
a risk potential matrix. Copies are
free. Write William S. Mcintyre,
RIMCO Inc., Suite 180, 10300 N.
Central Expressway, Dallas, Tex.,
75231.

• AFIA uncomplicates boiler and
machinery insurance overseas in
a booklet that lists basic consider-

ations, a comparison of types of
policies, the coverages available,
inspection requirements and spe-
cial factors relating to coverage
abroad. For a free copy write AFIA
Worldwide Insurance, 1700 Valley
Rd., Wayne, N.J. 07470.

. DIC Insurance, from Arkwright-
Boston Insurance, describes a Dif-
ference in Conditions policy and

the less common sources of loss it

is designed to cover, plus recom-
mendations to help prevent or
minimize these losses. For a free

copy write Advertising Manager,
Arkwright-Boston Insurance, 225
Wyman St., Waltham, Mass. 02154.

. Revised and updated, GAB'sLit-
tle Red Book 1978 is a comprehen-

sive directory of addresses and tel-
ephone numbers for the more than
650 GAB branches throughout the
U.S., Canada, Caribbean and Eu-

rope. Also listed are the company's
services and key executives. The
directory includes a tear-out card
with the emergency claims service
telephone numbers. The 62-page
booklet is available without cost

by writing J.W. Weatherstone.
Marketing & Products Division:
GAB, 123 William St., New York.
N.Y. 10038.

. Advantages of Self-Funded
Health Plans is a promotional bro-
chure that outlines the benefits of

.--
A NEW PREMIUM

MANAGEMENT
PROGRAM

which allocates premiums or self insurance

budgets to profit centers using both

and allows you to use a different experience/exposure

ratio for each type of risk with any combination
of stop losses needed for
catastrophe protection.

A new service we now provide to:

RISK MANAGERS who are genuinely
concerned about an equitable and
understandable premium allocation,
and

FINANCIAL OFFICERS who can't

wait six months after a policy year
to get risk costs into the cost of
producing a product.

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

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

(from Texas call 806 376-4223)
Corporate Systems Australia, "Holland House,"492 St. Kilda Road, Melbourne Australia

those plans into two general
categories-financial and design.
For a free copy write Kelly & Asso-
ciates Inc., Department lK, 233
East Erie St., Chicago, Ill. 60611.

. The U.S. Department ofLabor is
offering to tell you What You
Should Know About the Pension

and Welfare Law. This guide to the
Employe Retirement Income Se-
curity Act of 1974 is available free
by writing the Office of Procure-

ment, Labor-Management Ser-
vices Division, Department of La-
bor, 200 Constitution Ave. NW,
Washington, D.C. 20216.

. The Captive Insurance Concept
is an updated brochure on captive
insurance companies prepared by
Landmark Management Co. in
Oklahoma City. Included are re-
prints of several Business Insur-
ance articles. For a free copy write
Landmark Management Corp.,
P.O. Box 676, Oklahoma City,
Okla. 73101.
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Don't Go Off to the Races..

yr.

without first consulting us.

We're experts in providing the sophisticated general liabi ity coveraces

necessary to the ownership, operation cr promotion of: Thoroughbred,

Harness or Dog Racing trac<.

So if you've got a client o- that descriptior . . come see Cover X.

For further information or applications call or write .

COVER - CORPORATION
30161 Southfield Road, South-ield, Mich. £8076 - Tel. (313) 64 3-3200 Tele> 23 5635

Lanoff blasts back

Labor flubbed ERISA,

Senate report charges
Crain News Service

WASHINGTON-A report for a
Senate subcommittee blasts the

Labor Department's 6nforcement
of the pension reform law, but
ERISA administrator Ian Lanoffis

returning the report's fire.
The Controller General in a re-

port for the Senate permanent sub-
committee on investigations also
criticizdd Labor Department ef-
forts to enforce the 1959 Labor

Management Reporting and Dis-
closure Act. Both laws dealing
with pensions and employe bene-
fits are enforced by the Labor
Department's labor management
services administration.

"More vigorous enforcement is
needed to detect and investigate
potential criminal as well as civil
violations" of the two laws, says
the report.

Among the criticisms in ERISA
enforcement cited by the study are
most enforcement efforts are civil,
rather than criminal, not enough
time is spent on enforcement, the
field audit operation is unsatisfac-
tory and there is inadequate staf-
fing.

The report recommends that

more staff than requested by La-
bor and the Office of Management
and Budget; the number of onsite
field audits be increased; proce-
dures be established to notify the
Justice Department of activities to
avoid duplicating investigations,
and improving thetimeliness ofin-
vestigations and training.

Mr. Lanoffsaid thebottom lineis

that he doesn't understand why
ERISA is "continually lumped"
with the 1959 law as a criminal act.

"We see ERISA as a civil act, as
does the IRS," he said.

He said, forexample, ifthecrimi-
nal avenue were followed for a

transaction, and indictment could
be handed down after an investiga-
tion, but would not do the pension
fund any good.

He also said that although most
of the previous enforcement work

@ 0

Writing Bank Business
Every agent worth his salt knows the value of'lavina a financi21 organizations ;s well as tailored D&0 coverage for other lenders.

institution as a client. Unfortunately, getting a financial institi- Trust Departneht E&0 for commercial banks, IRA and Keogh Plans
tion on the books is not an easy matter. Insurance buyers for E&0, Continger) Lawyers E&0, and Telephone Transfer E&0 can
financial institutions are conservative and dema,ding by nature, also be very valuable to you bEnk clients. In addition, the same
and an agent really has to present a superb insurance program to broad form of Kidnap and Raison coverage, which includes world-
even gain attention. wide extortioi,ithat we offer to 211 commercial risks, is available

For years Wohlreich & Anderson has designed supplementar, to financial inslitutions.
coverages for financial institutions that have been specifically For further irlkrmation regarcing these programs, contact your
tailored to fit the needs of banks, S&Ls, and mortgage service local Wohireich & Anderson Office, or Arthur Fullan, Assistant
corporations. Included in these coverages are an all risk real Vice President,'at our Home Office.
property mortgage protection plan that enables discontinuance
of checking and provides full DIC on the portfolio, a simila- all
risk program on chattels that can even include non-filing ccver- Wohlreich & Anderson
age, and an attractively priced D&0 program br mutual thrift Home Office: 6 C immerce Drive, Cranford, N J. 07016

(201) 272-2500

Boston, Mass. (617) 426-9556 Hartford, Conn. (2[3) 561-3600 New Y)rk, N.Y. (212) 349-3020
Chicago, 111. (312) 454-0696 Irdianapolis, Ind. (317) 846-7023 Portland, 0: (503) 226-6525
Cleveland, Ohio (216) 241-2917 King of Prussia, Pa. (215) 688-3532 San Francisco, Calif. (415) 981-7190
Columbia, Md. (301) 997-1272 L.vingston, N.J. (201) 994-0896 Seattle, Wash. (206) 624-6080
Garden City, N.Y. (516) 222-0801 Los Angeles, Calif. (213) 383-0436 Southfield, Mich. (313) 569-3188

Correspondents in All States-Exclusively Through Agents and Brokers

The critical report ignores the
changes instituted by the Labor
Department, says administrator
lan Lanoff.

has been initiated by outside com-
plaints, a system has been es-
tablished for enforcement officers

to check certain things on docu-
ments which will enable them to
initiate audits themselves. "But

the report just ignored that," Mr.
Lanoff charged.

Mr. Lanoff added that the Labor

Department, contrary to what the
report says, has had success in the
enforcement area. He cited cases

brought against the Teamsters
Central States pension fund,
Teamsters Local 282 and the

Southern Labor Union.

Further, Mr. Lanoff noted that
the Labor Department has brought
in law students in its field offices to

make inquiries, freeing up enforce-
ment officers. Additionally, he said
the department has spent so much
time in training that some of the
offices have complained.

The government report was con-
ducted at the national office in

Washington and at field offices in
Philadelphia and San Francisco.

The report says that Labor set a
goalthat 65%0fpensionofficetime
be spent on enforcement, a goal
which was not met. According to
the report, 47% of the time was
spent on enforcement, 30% was
spent on technical assistance and
11% was spent on training.

According to the report, 32
ERISA audits were completed in
1977 and 64 were being planned for
1968, a 100% increase. Addition-
ally, 105 audits are being planned
for 1979, a 64% increase.

"These planned increases are an
improvement in audit coverage,
but the number planned is still rel-
atively insignificant in relation to
the estimated 500,000 pension and
welfare benefit plans known to La-
bor and reporting under the acts,"
the report says. •

Crime insurance

plan expanded
WASHINGTON-The Virgin Is-

lands this month was added to the

list of areas in which federal crime
insurance is available.

Residents and small businesses

can purchase the burglary and rob-
bery insurance through licensed
property insurance agents or bro-
kers. The federal program has a
$15,000 limit.

The program enables individu-
als and companies to obtain afford-
able insurance that will not becan-

celed because of losses.

Aside from the Virgin Islands,
federal crime insurance currently
is available in 23 weeks. .
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legal briefs

Court limits shooting death damages to work comp
HERE THE HUSBAND o fa den-

tal assistant accidentally shot by

her dentist-employer sued the den-
tist for her wrongful death. The
Maryland Court of Appeals ruled
that the husband's exclusive claim

was under the workers compensa-
tion law in that the death resulted

from an incident of employment
and therefore arose out o f her em-

ployment.
Dixie Lee Cox, dental assistant

to Dr. William L. Knoche, was

killed by the negligent act of Dr.
Knoche. The accident occurred in

the dental office when Dr. Knoche

was showing a hand gun to a pa-
tient. The gun accidentally dis-
charged and a bullet went through
a composition wall between the of-
fice and a hallway striking Mrs.
Cox fatally wounding her. At the
time of the accident, Mrs. Cox was
cleaning up dental powder spilled
in the hallway. The trial court en-
tered a judgment in favor of Mr.
COX.

On this appeal, Mr. Cox argued
that the Workmen's Compensation
Act did not apply because while
the accident occurred in the course

of employment it did not arise out
of the employment.

The court disagreed pointing out
that an injury arises out ofemploy-
ment when itresults from some ob-

ligation, condition or incident of
the employment under thecircum-
stances of the particular case. The
court concluded that the injury
here did result from an incident of

Mrs. Cox's employment especially
as she had not stepped aside from
her employment, was not guilty of
any deviation from her duties and
was exposed to the injury she suf-
fered by reason of her employ-
ment. Knoche v. Cox, Court ofAp-
peals of Maryland, April 25, 1978.
(BI/01/O.-$4).

Escape clauses

Two insurance companies in this
case participated in the settlement
of a wrongful death action brought
againstamutualinsured. Thecom-
panies then filed this suit to deter-
mine which insurer would bearthe

loss because of"escape" or "other
insurance" clauses in the respec-
tive policies.

The underlying wrongful death
action was settled for $375,000. All
but $125,000 of the settlement was
accounted for by oneinsurerorthe
other. It was this remaining sum
that was the source ofcontroversy.

Continental Casualty Co. (Conti-
nental) issued the insured an um-
brella excess liability policy that
provided that if the insured had
other insurance"whether on a pri-
mary, excess or contingent basis,
there shall be no insurance af-
forded hereunder. . ." The second

insurer, Insurance Co. of North
America (INA) wrote a blanket lia-
bility policy which provided that if
there was other insurance the in-

surance under its policy would be
in excess of that insurance. The
question was which ofthe compa-
nies was obligated forthe $125,000.

The appellate court was of the
opinion that the case rested upon
an interpretation of whether these
were "escape" or "excess" clauses.
An "escape" clause, according to
the court, relieves an insurance
company from any obligation
while an "excess" clause would
provide supplemental protection
after the first policy had been ex-
hausted.

The court concluded that the

INA clause was clearly an"excess"
clause and that Continental's was

an "escape" clause. Because under
Pennsylvania law a conflict be-
twAAn An "pyr,Bec" In,-1 ort IAcr,Ine"

clause results in a refusal to en-

force the latter, the court held that
the full amount of the loss must be
assumed by Continental. INA v.

Continental Cal Co., U.S. Court of
Appeals for the Third Circuit, April
27, 1978. (BI/02/0-$4).

Want of integrity

A bank brought this suit against
its insurer to recover $450,000 un-
der a fidelity provision ofa bankers
blanket bond for losses caused by
the conduct of one ofits employes.
The Supreme Court of New Jersey
ruled that the words "dishonest

or fraudulent," as used in fidelity
bonds, encompasses any acts

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

which show a want ofintegrity ora
breach of trust and that, under the
facts of this case, there was cover-
age under the bond.

The National Newark & Essex

Bank (Essex Bank) was covered
under the bond issued by the
American National Insurance Co.

(American) under which the bank
was indemnified against any dis-
honest or fraudulent act of any of
its employes. Essex Bank suffered
losses approaching $500,000 result-
ing from the improper activities of

a vice president and branch man-
ager with respect to his handling of
large collateralized loans, particu-
larly for a single bank customer. In
essence, the officer permitted sub-
stantial shortages of collateral,
under-margining of loans, large
overdrafts and the constant viola-
tion ofa bank requirementthat the
customer maintain a compensat-
ing balance in his account equal to
20% of the outstanding loan.

Essex Bank filed a claim with
American which was denied. This
suitresultedinajudgmentinfavor
of the bank on the issue of cover-

age but the case was, nevertheless,
dismissed because ofalate filing of
the suit.

The appellate court affirmed the
ruling on coverage noting that it
was irrelevant that the officer did

not personally profit from his lack
o f supervision. Also, the court said
that the words "dishonest and

fraudulent" are to be given a broad
scope in fidelity bonds to protect
employers against employes'

wrongful acts which, although not
criminal, nevertheless display a
significant lack of probity, integ-
rity or trustworthiness.

The court also concluded that
Essex Bank had filed its suit in a

timely manner and could pursue
its claim against the insurer. Nat.
Newark and Essex Bank v. Ameri-

Continued on following page

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

*Sir
9/ 25

PHOTO BY STANLEY ROSENFELD

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

Take advantage of our skilled crew We've been running a taut ship for 135 years. 4£0

96 01 66 47*mi£6
Atlantic Mutual Insurance Company · Centennial Insurance Company

Insurance in the seafaring tradition since 1842.
Home Office: The Atlantic Building, 45 Wall Street, NewYork, N.Y. 10005
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can Ins., Supreme Court of New

Jersey, April 27, 1978. (BI/03/0-$4).

Supplemental protection

Does the insolvency ofa primary
insurer for professionalliability in-
surance compel a supplemental
carrier to assume any loss? Not ac-
cording to a decision of the United
States Court of Appeals for the
Fourth Circuitwhichruledthatthe

supplemental carrier was not obli-
gated to defend malpractice suits
brought against a physician.

Dr. Rafael Molina was issued two

"catastrophe liability" policies by
U.S. Fire Insurance Co. (U.S. Fire).
These policies were designed to
provide supplemental protection
in the event the insured incurred

liability for damages in an amount
exceeding the coverage provided

by the primary insurer which un-
der the terms ofthe supplemental
policies was to be in an amount not
less than $100,000 per claim.

The primary carrier became in-
solvent. Two professional mal-
practice suits were filed against Dr.
Molina. Because ofthe insolvency
ofthe primary carrier, Dr. Molina
requested U.S. Fire to defend. U.S.
Fire refused.

Dr. Molina then sued U.S. Fire

seeking a declaration of rights un-
der the two policies. Thetrialcourt
ruled in favor of the insurer.

The appellate court agreed con-
cluding that it was clear that the

U.S. Fire policies required that the
underlying insurance must be in
force and "collectible." The court

said U.S. Fire's limited coverage
was manifested by a provision that
if the insured failed to maintain an

underlying policy, U.S. Fire's pol-

icy would apply in the same man-
ner it would have applied hadsuch
primary policy.been maintained.
Molina v. U.S. Fire Ins. Co., U.S.
Court of Appeals for the Fourth
Circuit, May 1, 1978. (BI/04/0-4).

90-day death clause

The Supreme Court of Ohio has
ruled that privisions in an acciden-
tal death and dismemberment pol-
icy limiting recovery to situations
where death occurred within 90

days of an accident were not con-
trary to public policy and were en-
forceable.

Paul D. Rhoades was insured by
The Equitable Life Assurance So-
ciety of the United States under a
group . accidental death and dis-
memberment policy which called
forpaymentofanindemnityinthe
event that the insured sustained

bodily injuries in an accident and
as a result of which the insured
died within 90 days.

Mr. Rhoades was injured in an

automobile accident on Septem-
ber 14, 1974, hospitalized until Oc-
tober 11, 1974, and rehospitalized
December 21, 1974 to January 1,
1975. On January 7, 1975, two days
after his last release and 116 days
after the accident, Mr. Rhoades
died as a result of a cardiac arrest.

His widow filed a claim for the

accidental death indemnity. Equi-
table refused to pay. The widow
sued but lost in the trial court. This

was reversed by an intermediate
appellate court.

The principalissue on the appeal
here was whether the provision in
the policy limiting recovery to situ-
ations where death occurs within
90 days was contrary to public pol-
icy. The appellate court concluded
that it was not.

According to the court, the test
as to whether an insurance con-

tract provision was void as against
public policy was whether its pur-
pose was injurious to the public or
contravenes some established in-

terest of society. The court noted

When you're part
of a $4-billion companb

it makes sense to use the i amlly name.

H 410
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S *VI ES.

We've been part of the Commercial Credit family
for years. But our name was Chesapeake Adjusters.

We decided it's about time to adopt the family
name. Which is the reason we'11 be known as

Commercial Credit Claims Services, Inc. from now on.
Along with the change, we're expanding our capa-

bilities and services.

Claims management and multi-line claims adjust-
ment capabilities are now broadened. And, we've
expanded to include alltines of adjusting as well as
appraisals, investigations, audit and recovery services.

We work with self-insured businesses and insur-

ance markets. We can work independently or in con-
junction with your staff.

Find out about the new services behind our new

name. All ar.e available at competitive fees.
Call or write today. 300 St. Paul Place, Baltimore,

Maryland 21202, Phone: (301) 332-3592.

COMMERCIAL CREDIT CLAIMS SERYICES, INC.
€3 CJLT;ZAATA CORPORNION

that the purpose of the 90-day limi-
tation was to eliminate disputes
concerning the proximate causes
of an insured's death. Rather than

being injurious to the public, the
court believed the time limitation

served a legitimate societal func-
tion.

Thus, the court decided that
Equitable was not liable. Rhoades
v.EquitableLifeAssur.Soc.ofUS.,
Supreme Court of Ohio, April 12,
1978.(BI/05/0-$4).

No duty to employes
A Michigan appellate court has

ruled .that the relationship be-
tween a fire insurance carrier and

its insured does not by itself create
any duties on the part ofthe carrier
totheinsured'semployes. Further-
more, the court concluded that

where the insurance company vol-
untarily assumed to assist the em-
ployer in inspecting the plant for
fire hazards, such did not extendto
employe safety so as to impose lia-
bility on the insurer for an
employe's injuries arising out of a
fire.

The Great Lakes Steel Corp.
(Great Lakes) carried fire insur-
ance with Allendale Mutual Insur-

ance Co. (Allendale). Allendale's
agent, Factory Mutual Engi-
neering Assn. (Factory), con-
ducted periodic inspections of
Great Lakes for fire hazards. An

employe of Great Lakes was se-
Tiously injured in a fire caused by
an electrical defect. The employe
sued both Allendale and Factory
claiming that they were negligent
in failing to discover and notify
Great Lakes of the defective un-

grounded electrical system. The

employe received an $860,000 jury
verdict, but thetrial court directed
a verdict for the insurance com-

pany and agent.

On this appeal, the insurance
company and its agent argued that
they had no duty to inspect Great
Lakes for employe safety hazards
and thus could not be liable forany
alleged negligence in failing to dis-
cover this defect. The appellate
court agreed, pointing out that the
insurance company's inspections
were limited in both scope and
purpose to fire hazards.

Noting that Factory's inspectors
were trairied in fire hazards rather

than employe safety, the court
agreed that any duty assumed by
them did not extend to the injured
employe because employes were
not included within the orbit of

risk created by the assumed duty.
Smith v. Allendate Mut. Ins. Co.,
Court ofAppeals ofMichigan, Oct.
25, 1977, released for publication
Jan. 12, 1978.(BI/05/Jy.-$4).

(Copies Of the entire decision
mav be obtained by sending a

check for $4 made out to Cases Un-
limited to Business Insurance, 740
N. Rush St., Chicago, Ill. 60611.)

MarketDyne pays
13 dividends
PHILADELPHIA-

Participants in 13 MarketDyne
trade association safety groups
earned cash dividends of as much
as 19.8% on their policies for 1976
and 1977.

MarketDyne International is the
marketing and consulting unit of
INA, specializing in commercial
lines of fire, theft, liability and
workers compensation through
trade associations.

Safety groups are small and
medium-sized businesses that are

members of trade associations or

meet group eligibility require-
ments.

Dividends are expressed as a
percentage of paid premiums and
depend on loss experience and
member articipation. In 1977
more than $6 million in dividends
was returned to MarketDyne's



Insurance bids, broker changes
need careful hand, report says
CHICAGO-As the insurance

markets ease, more corporations,
government bodies and institu-
tions are considering rebidding
their insurance coverage. But risk
managers should be aware that
only a careful and reasoned ap-
proach will produce benefits, say
Bernard M. Brown and Charles F.
Moody in the current Risk Man-
agement Reports.

The two consultants, vps at Risk
Planning Group in Darien, Conn.,
Suggest that frequent rebidding
of insurance coverage is self-
defeating. "Underwriters who feel
they may losealineof business in a
few years will charge a premium
highenoughtorecoverheavyfront
end costs in a shorter time," they
observe.

Although many municipalities
and other government agencies are
required to rebid their insurance,
common causes in the private sec-
tor include the opportunity to take
advantage of loosening markets,
management dissatisfaction with
the performance of a broker or un-
derwriter, a new risk manager or a
change in the risk manager's supe-
rior and a significant restriction in
coverage or increase in cost at re-
newal.

A company should change bro-
kers if there are too-frequent
changes in underwriters, a change
in the people in day-to-day control
of the account, if the growth of a
company outstrips the capabilities
of the broker, if service is inade-
quate or if the broker is not exam-
ining self-insurance alternatives
which might reduce commission
income, the consultants urge.

A risk manager should be certain
that the fault lies with the broker

Agents eye
bank limits

WASHINGTON-The National
Assn. of Professional Insurance

Agents (PIA) is gearing up for an
intensive campaign in the 96th
Congress to enact legislation that
limits the insurance activities of

bank holding companies.
The PIA had failed in its efforts

during the last session of Congress
when a section of the Financial In-

stitutions Regulatory Act of 1978
dealing with holding companies
was eliminated despite an earlier
vote in support of a significant
amendment.

"We are disappointed because
we were close to enactment of this

much-needed and' long overdue
legislation," said PIA president
Wayne L. Naugle. "We must as-
sume that the crowded House cal-

endar and the rush to adjourn did
not perrnit adequate time for de-
bate."

Throughout the association's
campaign to gain approval in the
last Congress, the PIA argued that
the sale of property and casualty
insurance by banks is not in the
public interest and exerts undue
economic coercion on indepen-
dent agents.

The regulating measure, intro-
duced as Title XIII of H.R. 13471,
amended sections of the Bank
Holding Act of 1956.

Under the proposed amendment
measure bank holding companies
would beableto provideinsurance
only to insure the life ofa debtor in
connection with a specific credit
transaction while the debtor is dis-
abled or in a community of under
5,000 with inadequate insurance
activities. •

and not the risk manager when
considering a switch. Risk Man-
agement Reports suggests brokers
be given a written list of areas
needing improvement and a rea-
sonable amount of time to correct

problems before opening the ac-
count for bid.

In a repeated observation on the
rebidding process, Messrs. Brown
and Moody say, "Too much unpro-
fessional activity still exists in the
client/broker/underwriter relation-
ship, so make it a point to be as
professional as possible in dealing
with all brokers or underwriters."

"Insurance brokers should· not
be selected on the basis of friend-
ship, old school ties or other sub-

jective reasons," they add. "In this
day and age, the insurance broker
represents an important business
relationship. Treat him as profesz
sional and an expert and demand
that he act like one."

Risk Management Reports say a
key to successful negotiating is
the complete disclosure of all
losses. "In this age of professional-
ism," the consultants warn, "risk
managers who submit specifica-
tions which are not accurate or
which hide, distort or gloss over
problem areas will probably not
enjoy the best reputation within
the relatively small community of
underwriters."
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To subscribe to Risk Management Reports fill out this
coupon.

City

Name

Title

Company

Street

0 $75 enclosed

State 7ip

0 please bill me

Mall to: Risk Management Reports, c/0, Business Insurance, 740 N. Rush
St.. Chicago, 111. 60611

The report also recommends
that risk managers trust their bro-
kers, meet personally with under-
writers, obtain a breakdown in the
cost of the various services to be

supplied and explain the philoso-
phy behind rebidding the cover-

rf

age.

Risk Management Reports is
edited by H. Felix Kloman, presi-
dent of Risk Planning Group of
Darien, Conn. It is published by
Business Insurance six times a
year.

Looking for capacity in 1st layer umbrella?
Look to Baccala & Shoop. We've got in-house binding authority

for $5,000,000 umbrella coverage and facilities for more are available.
in addition to the capacity you need, we offer the fast,

professional service you need, too. When you're looking for capacity
umbrella from the professionals, look to Baccala & Shoop.

Baccala & Shoop
Underwriting Managers

Specialists - Property: Primary, Quota Share and/or Excess on All Risks, D.I.C. and Builders Risk.
Casualty: Commercial Umbrella, Excess Liability, Gap Layer, Excess Workers' Compensation.

Home Office: 2 Century Plaza Towers, 2049 Century Park East, Los Angeles, CA 90067 (213) 553-1333
Southern California: 3345 Wilshire Blvd., Los Angeles, CA 90010 (213) 385-6266

San Francisco: 1 Market Plaza, San Francisco, CA 94105 (415) 777-4300
Houston: 9100 Southwest Freeway, Houston, TX 77074 (713) 777-4530

New York: 88 Pine Street, New York, NY 10005 (212) 943-2070
Seattle: Bank of California Center, Seattle, WA 98164 (206) 624-8711

Dallas: Park Central 11, 7540 L.B.J. Freeway, Dallas, TX 75251 (214) 233-0201
Chicago: 10 South Riverside Plaza, 21 st Floor, Chicago, 111 60603 (312) 454-0626

Atlanta: Tower Place, Suite 711, 3340 Peachtree Rd, M.E. Atlanta, GA 30326 (404) 231-9272
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dates for buyers will hold a seminar at the Wilshit e Street, London EC4V 4DD, phone
Hyatt in Los Angeles examining 01-236-2175
the company's specialized service
in forming and administering self- DEC 7-9 The International Foun-
funded group medical programs dation on Employe Benefit Plans

NOV 27-28. RCI Communications NOV. 28-29 How to profit from the populal demand The seminar, Self-insurance, the excess maiket- willholdits annual public eniploye
Inc will presentanadvancecisomi- London maiket bvimploving cov- which willbe held at Rickey's Hy- place, claims administration, conicIencein San Diego The con-
nar in Key Biscayne, Fla on the eiage and lowering costs isthetitle alt House in Palo Alto, Calif, will methods of claims funding and ference will focus on some of the
leduction of construction insur- of a RIMCOserninartobeepeated examine executive fidelity, bond guides for prompt quotations and concerns shared by those involved
ance costs The seminal will be re- bv popular demand in Chicago claims and related matters Semi- pi oposals from a company are the in the operation of health, welfare
peated Dec 13-14 in New Orleans Future semindIs will be held in nar participantswill beshown how topics to be discussed Contact the and pension plans Benefits and
and Jan. 16-17 in San Francisco New OIleans on Dec. 14-15 and San to file and pursue a claim, possible National Health Care CoIp, 45 the impact of liabilities on the pay-
Workshops will cover new mate- Fiancisco on Jan. 17-18 The pro- consequence of the claim, the in- Bromfield St, Boston, Mass ment of benefits, changes in fringe
tial such as preparation for pre- giam will cover an introduction to sureIs part in the claim, legal stra- 02108, phone 617-542-2747 benefit primities dnd design, pen-
mium audits, rating plans for com- Lloyd's broker, the role of the sur- tegies if yoLr claim is not paid and sion funding problems and Social
petitix e pr oposals, management plus lines brokei, collecting aloss steps to reduce fidelity bond DEC. 7 The Risk Management Seculity amendments are Just
for professional liability, captives the role of Lloyd's agent and how claims Cos- is $495 whichincludes Gioup (London) is offering a semi- some of the topics to be covered A
and self-insuiance funding, deter- to pi esent a risk for a London seminar, meeting materials, lunch naI designed to help businessmen debate between a municipal lai)of
mining insuiance costs foi con- placement Cost $395, team fees and dinner Thursday evening cope with the pi oblems in product Ielations director and a union I ep-
struction bids, the London market available Contact RCI Communi- Contact Union Planter National liabillty The seminarwillouthne a lesentative about the impact ofthe
and woikers compensation guaran- cation Inc Suite 350, Building V Bank of Memphis James A Cook practical plan thatt would allow bu- public sectors fiscal crisis on col-
teed cost plans Cost oftheseminar 1()300 Noith Central Expressway Jr, Special Assistant for Financial sinessmen to manage product lia- lective bargaining is also slated
is $395 with team fees available Dallas Tex 75231, phone 214-363- Affairs, 67 Madison Ave, Mem- bility economically, give the buyer Cost iS $225 foi foundation mern-
Contact RCI Communications 9656 phis, Tenn 38147, phone 901- satisfaction and the insurer an un- bet s and $285 for non-members,
Inc , Suite 350, Building V 10300 683-1985 de] writing profit Cost is $160 Contact The Internationalfounda-
North Cential Expressway, Dallas NOV 30-DEC 2. Union Planters Na- Contact Gillian Morley, Risk Re- tion of Employe Benefit Plans,
Tex 75231, m you can phone tional Bank is bringing back the DEC 6 The National Health Care seaich Group (London) Ltd, PO Box 69, Brookfield, Wis
214-363-9656 fidolity bond claim seminat due to Corp a subsidiary of ESIS Inc, Bridge House, 181 Queen VletOIla 53005, phone 414-786-6700

JAN 29-FEB. 1 Financial Costing
in Risk Management is an ad-

111 1-1
vanced seminai to be offeied by
The University ofDallas The semi-

«

naT will examine the impact and

... while an insurance Policy I timing of risk management ac-
" '1 'r counting decisions with an empha-

is a legal contract that ex-

1
sis on theidentification ofaccount-

presses our m inimum re-
ing decisions in self-insurance and

sponsibility, there are many
occasions when equity de- 11 --1-1.-Il . l captive operations, the allocation

of risk management costs to van-
1 «1 11 I . ous divisions and the building ofa

risk management operating bud-
mands that, we recognize a get Cost is $345 for RIMS deputy

moral obligation beyond the 1

strictly legal terins -and this

uVannsideration in
members and $375 for othets Con-

University of Dallas, Management
tact Piofessoi Bruce Evans, The

Laboratories of America Inc, Irv-
ing, Tex 75061, phone 214-438-
1123 ext 360 or 214-438-5765

HENDON CHUBB JAN 22-28 The Cardio-Metrics In-

(1874-1960) 
stitute and the Human Perfor-

L

mance Laboratory are the spon-
sors of a symposium on health and
preventive medicine in the coipo-

1,1 rate setting to be held in Holly-

Our insurance policy. wood, Fla The symposium will
cover the role of industry in the
conti 01 ofpreventable disease and
health abuse with palticulai em-

1 phasis on the areas of stress, nutri-
tion, physical activity, heart dis-
ease and alcoholism Current le-

1 1 -1 search findings will be presented
and discussed by medical authori-
ties and selected corporate health
programs will be reviewed Cost
$475 Contact Cardio-Metrics In-

11-1 stitute, 295 Madison Ave, New
Yoik,NY 10017

IRS exempts
I I.,1 1, _1,

1

IlE- f j /J : , 1 Keogh plans
f rom f i I i ng

11-il WASHINGTON-Self-em-

ployed taxpayers with their own
retirement plans, known as Keogh
plans, will not have to file Form
5500-K, the annual report for em-

r.,1 h, ploye pension benefit foI sole pro-
-3 - prietoi ships, if they are the only

1 participant in the plan orif theyare
4 j members of certain paitnerships

1 ..

C "1 1 1- I #1 '111
This filing change will relieve

,'t I 11 about 400,000 persons from filing

1 , 1, Il 1,1 ] Foirn 5500-K, the Internal Reve-

1 ---1 l

nue Service announced this
month

In addition, the IRS is exempt-

/11. 1, 1 ing about 24 million taxpayers
from filing a special schedule,

41 1,# 1 known as Form 5329, supporting
the deduction they take on theit
income tax return for contribu-

Cl-luBa lions paid into an mdividual retit e-

Group ofInsurance Companies
ment account

However, about 150 000 persons
Ioo William Street, New York, N.Y. IO038 1

who owe excess contribution

taxes, premature distribution
taxes or taxes on cel tain accumula-
tions in IRA accounts or annuities

.] will be required to file revised
Form 5329 .
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In 1975 crash at Kennedy airport

Eastern to appeal negligence verdict
By REBECCA A. FANNIN

NEW YORK-While more than

half the claims resulting from a fa-
tal Eastern Airlines crash three

years ago have been settled out of
court, a new inag has developed in
Eastern's decision to contest ajury
decision that it was negligent in the
accident.

An Eastern 727 crashed at Ken-

nedy Airport in June 1975 while at-
tempting to land in shifting winds.
One hundred and thirteen of the

124 passengers on board were
killed.

Although Eastern hasn't con-
ceded liability, it has shared pay-
ment of the 67 claims settled so far

with the federal government. East-
ern agreed to assume 60% of the

liability, while the government as-
sumed the remaining 40% up to a
maximum of $12 million.

Open claims number 49, some of
which will probably go to trial for
the amount ofdamages, according
to Robert Alpert, vp of claims at
United States Aviation Underwrit-

ers, Eastern's lead underwriter at
the time of the crash. Eastern has
since switched to insurance car-

riers in London and Europe.
Those claims settled have

ranged in dollar amounts from
$15,000 to as high as several hun-
dred thousand dollars, Mr. Alpert
said. No claims have reached the $1
million mark.

Eastern's limits of liability could
not be confirmed although the co-

counsel for the plantiffs, Frank H.
Granito of Speiser & Krause, esti-
mated that the airline's liability is
insured at $150 million.

"The settlements in these cases

never even reach 20% to 30% ofto-
tal insurance limits," Mr. Granito
said.

Eastern's insurance department
said its insurance coverage is more
than adequate to meet the claims.

In the negligence trial, the plain-
tiffs charged that Eastern was neg-
ligent because it knew of another
craft whose landing had been
averted because of a wind sheer on

the runway where it crashed.
The plaintiffs also blamed theair

traffic controllers for not alerting
the Easternflightthatasecondair-
craft had experienced difficulties

in landing on the same runway.
While the controllers had relayed
this information to the supervisor,
it was not reported to the Eastern
aircraft.

Eastern, represented by Walter
Rutherford of Haight, Gardner,
Poor & Havens, is appealing the
case because the judge failed to al-
low the lawyer to introduce evi-
dence that could have influenced

the jury's decision, such as record-
ings of the cockpit voice tape and
the flight path of the craft.

The defendant also claims that

the jury was misled by the judge,
who failed to tell thejuryaboutthe
right of pilots to rely on air traffic
controllers for correct information.

In addition, the jury was not told

Times Change!

Miracles just don't happen they are caused. Most miracles aren't mira-
cles at all but rather the results of increased knowledge. Even the most

brilliant minds cannot forsee the countless problems that must be solved
before an invention can be translated into a work-a-day mechanism and

1

properly insured. That is why experience is such a vital asset to inland

marine underwriters and why Talbot Bird enjoys such an exceptional re-

putation with agents and brokers who appreciate practical solutions to

current problems. Inland marine specialists for more than half a century

we have the knowledge, experience and capacity to provide the most

complete and economical inland marine protection available. Call us and

discover the difference in-depth professionalism makes.

Talbot, Bird & Co., Inc.
Marine underwriters and Mdnagers

156 William Street, New York, N.Y. 10038

Atlanta • Chicago • San Francisco • Los Angeles • Seat*le
Tampa • Boston • Dallas • Richmond • Vancouver

of Eastern's arrangement with the
government to share liability pay-
ments.

"The jury may have believed that
the plaintiffs would have gone un-
compensated if they didn't find
Eastern negligent," said Mr. Alpert
at Eastern's aviation underwriter.

Plaintifs lawyer Mr. Granito
called Eastern and its insurer's ef-

fort to get the government to share
in theliability a"fantasticjob and a
remarkable result."

He added that the agreement
would probably hold firm regard-
less of the outcome of an appeal.

Mr. Granito said the negligence
trial began because the defendants
and plaintiffs could not reach an
agreement about how much inter-
est should be paid on the claim set-
tlements.

Claimants can collect 7% interest
from the date the suit is started in

Louisiana, where the plane orig-
inated and can collect 6% from
the date of death under New York
law.

Eastern had initially agreed not
to contest liability if the plaintiffs
did not attempt to collect interest,
Mr. Granito said.

"In the end, the defendants will
spend more to try and appeal the
case then they would have spent
on the interest," he said. •

INA unit

to provide
D&0 cover

BOSTON-INA Special Risks
Facilities Inc., the INA subsidiary
organized last year as the
backbone of Philadelphia-based
insurer's reentry into large account
and difficult risks markets, is writ-
ing directors and officers liability
insurance.

"There is still room for one or

two more insurers," said Peter
Wood, special risks vp in charge of
the D&0 operation.

Through its reinsurance treaties,
INAwillbeabletoprovide$15 mil-
lion coverage and can probably of-
fer an additional $5 million to $10
million by obtaining facultative
support, Mr. Wood said.

At present, the D&0 facility will
not write coverage in excess of
other D&0 policies, but Mr. Wood
said excess layers might be consid-
ered in the future. In addition, he
saidhewouldnotconsiderpolicies
for school boards since he believes

premium levels are not sufficient
to write them at a profit.

First year projections call for ap-
proximately $10 million premium
volume, according to Mr. Wood.

Currently, INA is employing
standard techniques used by other
D&0 underwriters, such as study-
ing a company's financial data and
profitability, Mr. Wood said. The
company has established a com-
puter link with Standard & Poor
for this purpose.

However, Mr. Wood, who for-
merly headed D&0 operations at
The Home Insurance Co., said
more innovative underwriting
techniques could be introduced in
the future. He would not elaborate
on these except to say that reduc-
ing premium would not necessar-
ily be their purpose.

INA's D&0 operations will be
organized as a managing agency
subsidiary based in Boston and
headed by Mr. Wood. Underwrit-
ing operations began in Septem-
ber.

In entering the D&0 market,
INA is following the path ofAmeri-
can International Group, with
which INA competes on many
lines, particularly in the difficult
risk and international insurance

areas. AIG subsidiary American
Home was the first domestic in-

surer to write D&0 coverage. .



Swett & Crawford buys 20% of Harris & Dixon
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LA broker claims its new link to Lloyd's the best
By REBECCA A. FANNIN and

JOHN H. MILLER

LOS ANGELES-Swett &

Crawford is calling its link with
Lloyd's broker Harris & Dixon a
sweeter deal than either Marsh &

McLennan or Frank B. Hall gained
with their new ties to London.

The Los Angeles-based excess/
surplus broker obtains the only ex-
elusive arrangement with a
Lloyd's broker, according to Wil-
liam F.W. Fellows, president of
Swett & Crawford.

Swett & Crawford and the

Lloyd's broker have agreed that
they will consult each other before
making arrangements to do busi-
ness with other brokers, Mr. Fel-
lows said, giving them a competi-
tive edge.

The president said that doing
business with a smaller Lloyd's
broker is advantageous because
some London underwriters like to

deal exclusively with smaller bro-
kers.

"That's no secret," he observed.
"Everyone in the market knows
this."

While Swett & Crawford bought
into a smaller broker for its future
value, Frank B. Hall and Marsh &
McLennan's deals were with major
Lloyd's brokers.

Earlier, Frank B. Hall purchased
London broker Leslie & Godwin,
but obtained only a 25% share of
that firm's Lloyd's operation, and
Marsh & McLennan made plans to
combine its operation with C.T.
Bowring without any change in
stock holdings.

Swett & Crawford will have a

20% interest in Harris & Dixon, in
keeping with decision of the Com-
mittee of Lloyd's to limit owner-
ship to that amount. The Los

Carter vetoes

disability bill
WASHINGTON-President

Carter vetoed legislation that was
designed to crack down on disabil-
ity retirement abuses by District of
Columbia police officers and fire-
fighters.

The legislation would have im-
mediately eliminated the right of
police and firefighters to retire on
full disability because of aggreva-
ted off-duty injuries. It also would
have tightened other disability
provisions for newly hired person-
nel, but not for employes already
on the payroll.

"Although the bill's benefits and
disability reforms are desirable, its
failure to apply these reforms to
current employes constitutes a se-
rious and costly deficiency," Presi-
dent Carter said.

Supporters ofthe vetoed bill said
new legislation will be drafted and
introduced in Congress. .

Help Wanted
Ads

On The

Classified

Page
Bring

Results.

husiness insurance

740 N. Rush Sl.

Chicago, Ill. 60611
312-649-5239

Angeles-based broker first ap-
proached Lloyd's six months ago
about the deal, which the commit-
tee has approved.

"We had our application in be-
fore either Hall or Marsh & McLen-
nan filed theirs," said Lee Barnes,
executive vp of international and
reinsurance operations for Conti-
nental Corp., Swett and Craw-
ford's parent company.

The link with Harris and Dixon

will open several geographical
areas for development.

Saudia Arabia, where many U.S.
firms are engaged in commercial
projects with large-scale risks, is
one area pinpointed for develop-
ment, Mr. Barnes said. Other areas
are Hong Kong, Yugoslavia and

Nigeria.
Swett & Crawford has a long-

standing relationship with Harris
& Dixon, using the Lloyd's broker
to place substantial lines of busi-
ness ranging up to exposures on $1
billion risks. Harris & Dixon has
emphasized special facilities for
many U.S. commercial projects in
recent times.

The two brokers have jointly
owned and operated a subsidiary,
Guest Spencer & Co., which offers
worldwide marketing and servic-
ing facilities, as well as reinsur-
ance, and help in establishing both
captive and new insurance compa-
nies outside the U.S.

Guest Spencer will be phased
into the joint operations ofthe bro-
kers.

Mr. Barnes said joint ownership
of Guest Spencer sparked the idea
to link more directly with a Lloyd's
broker.

The deal with Harris & Dixon
will result in the creation of joint
insurance broking companies in
various parts ofthe world. The deal
is seen at Lloyd's as a significant
new venture in the use of smaller
broking firms whose reputations
can attract business.

Harris & Dixon is owned by the
family interests of Viscount Wim-
borne, one of Britain's titled peers.

Lord Wimborne, whose family
motto is, "By iron, not by the
sword," still takes an active inter-
est in the firm. Present chairman
Michael W. Pragnell, said, "Our as-

sociation with Swett & Crawford,
with whom we have been closely in
touch for several years, will enable
mutual activities to be expanded in
various parts of the world."

Harris & Dixon claim to be the
oldest insurance brokers at

Lloyd's, where they began in 1797,
and are part of a group which now
embraces shipbroking and air
freight as well. They handle fleets,
machinery and cargo shipments in
their marine insurance side and a
wide range of non-marine busi-
ness.

They are especially used by a
number of substantial customers

merce, and run their own marine

agency. .

Impossible insurance
ispossible.

We'll see you're covered. By applying
flexible thinking and a broad spread of
resources to get straight to the cost-
efficient insurance program you need.
First off, we analyze your risks and
losses, years past and future projec-
tions. (This is where you may have
seen other insurers shake their

heads impossible!) IM can
introduce you to the latest
techniques of self-insurance.
The risk-retention fund you ''
build. The deducti-

bles we arrange.
Or we study the

feasibility of your own offshore insur-
ance company Our experienced hands
can get one together and manage it for
you. With safety and claims handhng by
our Nittany Loss Control Services.
IM simplifies everything about insur-
ance...liability, compensation, life, health,
accident, any coverage you need.

c - .- You easily do business anywhere
with our IM of America network

 of independent agencies across
4 America.

" Now what was it they told you
was impossible about

insurance?

uscouts honor."

j

insurance M agement
IM of America, Inc., 8401 Connecticut Avenue, Chevy Chase,C/MI)20015 (301)65+0355

Offices in Reading, Lancaster and Villanova, PA and affiliated agendes nationwide.
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Steere Tank ...
Continued from page 1
programs there is an element of
risk transfer."

Liberty Mutual Insurance Co.'s
Bill White in special accounts
maintained, "We don't have ar-
rangements like that with any
companies we insure."

CNA Insurance Co. and AIG

Risk Management Inc. both re-
fused to discuss how the Steere
case might relate to the arrange-
ments they are setting up for their
large accounts.

But at least two major insurers
are writing one program that
doesn't meet the risk transfer test

applied by the IRS. Southern Cali-
fornia Edison Co. was challenged
this year for taking atax deduction
for premiums paid under a spread-
loss or chronological stabilization
program, Business Insurance

learned. But the utility declined to

11 1 11

, #Or ixelusive "Localna
tiohal" appr6ach to serving in-
dependent agents and brokers,
you get all the advantages of
quick, local contact and serv-
ice. Each local office is auton-

omous. And, a local company
President calls the shots. He's

his own top decision maker.
He can give your accounts im-
mediate attention. And, he
does.

Today's excess and surplus
business requires careful plan-
ning and the right markets-
Only a firm with national buy-
ing power can deliver the
markets necessary to do the
job. On those occasions when
your account requires extra ef-
fort to obtain the results you
need, there's strong, national,
cooperative support from the
Presidents of a// five locations.
You can bet one of them has a

solution to your problem.
It's easier to do business with

the "Localnational" company.
Immediate local response from
a top decision maker with sub-
stantial national support. When
you need us, we respond with
solutions, not excuses.

H&W

INSURANCE SERVICES
Excess/Surplu5 Line Brokers

HOME OFFICE

16255 Ventura Blvd., Encino, CA 91436

(213) 990-3040

Atlanta

(404) 262-2240

Chicago
(312) 726-7055

Los Angeles
(213) 385-7341

Philadelphia
(215) 925-6070

San Francisco

(415) 391-3080

Miami

(305) 592-8066

identify the two insurers involved.
(See related story, below.)

More investigation?
John Olsen, a Fred S. James vp

and an attorney, suggests that"real
cost plus or chronological stabili-
zation plans have always been
open to attack." The Steere case,
he argues, entails facts that are
"distinguishing to the point the
case can't be precedent setting,"
including the way premiums were
set and claims handled.

The Steere case, coupled with
the IRS rejection of the Cali fornia
utility's arrangement for a tax de-
duction, could suggest the IRS is
stepping up its investigation of
what is behind an insurance agree-
ment with an insurance company
before approving it as insurance
for the purpose ofa tax deduction.

"The Steere case certainly shows
the IRS is looking more closely
where they may have walked away
before," observed Robert A.

Mulderig, an attorney and secre-
tary of Andrew Edwards & Co. in

New York.

Steere had taken a tax deduction

for premiums paid under its insur-
ance agreement now in question
for eight years before the IRS chal-
lenged the company in 1972. How-
ever, the first tax return filed by
Southern California Edison with
the spread loss program in effect in
1974 was challenged by the IRS.

The attorney handling Steere's
appeal to the U.S. Supreme Court
declined to discuss the case, refer-
ring Business Insurance to the
Fifth Circuit Court of Appeals de-
cision handed down last summer.

The decision says that Steere
paid two premiums to Tri-State In-
surance Co. ofTulsa, Okla. and re-
ceived a bond declaring Steere fi-
nancially able to pay accident
claims against it. One premium,
non-refundable, was based on a
percentage of Steere's gross reve-
nues and charged at a minimum of
$6,000. The other premium, based
on a larger percentage, was pay-
able to a "contract premium ac-
count." It was from the second pre-
mium that losses were paid, with
Steere agreeing to indemnify the
insurer for any losses exceeding
the balance in the account and the

insurer agreeing to return to Steere

IRS challenges plan
at California utility

ROSEMEAD, Calif.-A spread-
loss or chronological stabilization
insurance plan for a utility here is
under attack by the Internal Reve-
nue Service for not exhibiting the
element of risk transfer necessary
for justifying a tax deduction for
the premiums paid.

An annual tax deduction of $1.5
million for the premiums paid for
$20 million of physical damage in-
surance over a $500,000 deductible
is one item on a shopping list of
challenges by the IRS to the 1974
and 1975 tax returns of Southern

California Edison Co., says its se-
nior vp H. Fred Christie.

The IRS is arguing the plan
merely allows the utility to self-
insure its losses, so the annualpay-
ments cannot be deducted as in-

surance premiums.
The two major insurers on the

program are taking 12% of the an-
nual premium for the physical
damage insurance, which ex-
cludes boilers and reactors, and
the rest is reserved to pay the
utility's losses, Mr. Christie ex-
plained. After 10 years, money un-
spent out of the first year's pay-
ment and the interest earned on it
will be applied to the eleventh
year's premium. Money remaining
from the second year's experience
in the plan will be applied against
the premium in the twelfth year
and so on, as long as the program
runs.

Similarly, the cost of losses un-
der the program is spread over 10
years. Assume the utility has paid
$8 million more to the insurers
than has been paid out by the in-
surers for expenses and losses, Mr.
Christie illustrated. If the utility
suffered a $20 million loss today,
there would be $12 million to be
recouped in future years. Rather
than paying the $1.5 million annual
premium for the next 10 years, the
utility would pay $2.7 million per
year-the sum of the $1.5 million
annual premium plus one-tenth or
$1.2 million of the loss exceeding
the reserved funds.

This feature, allowing the utility
to pay for a large loss over 10 years
instead of paying for it entirely in
the year it is incurred, is attractive
to the utility "even if we lose the
tax deduction," Mr. Christie ob-
served.

The company has actually built
up closer to $9 million in reserves
since it started the program in

1974, Mr. Christie said. Ifthe utility
cancelled the plan today, the insur-
ers would return about 85% ofthe
$9 million to Southern California
Edison.

The utility is now trying to
"amend the program for sufficient
risk transfer for deductibility," Mr.
Christie said. The 12% now paid
the insurers is for "the element of

risk transfer they are taking," he
noted. But the credit risk the insur-

ers are assuming and their respon-
sibility to recover certain losses
from other parties isn't enough ofa
risk transfer, the IRS says.

Whatever redesign the company
and its insurers on the program
devise will be presented to the IRS
in a few months when negotiations
over the tax returns begin. That as-
sumes the insurers, whom Mr.
Christie would not name, are in-
terested in continuing the pro-
gram. .

any money remaining in the ac-
count after six years, after paying
losses and the insurer's expenses.

Too blatant

Furthermore, Steere agreed to
defend Tri-State against any legal
actions arising from the parties'
agreement, and Tri-State allowed
Adjustment & Inspection Co. to
manage the contract premium ac-
count. A&I was owned by trusts
established for the benefit of the

children of the owners of Steere

Tank Lines. Bruce Steere, presi-
dent of Steere, was also president
of A&I.

The court was asked to deter-
mine if the $222,000 payment by
Steere to the contract premium ac-
count constituted insurance. The
court concluded it did not "be-

cause Tri-State has no risk beyond
Steere's insolvency."

That Steere actually paid an

amount of money to another com-
pany for a period of time is hardly
enough to make the payment a pre-
mium for insurance, the court
held. "The court is of the opinion
that mere loss of controlis not suf-
ficient to establish deductibility
especially when the'loss' is limited
by an agreement to return a por-
tion ofthe funds at a later time and
when the loss of controlis to a com-

pany related to Steere by common
ownership and management."

Attorney Mr. Mulderig observed
that Steere and Tri-State "went

about it in a blatant way.
"Other plans we've seen are

more sophisticated," he contin-
ued."The insurer is at risk though
it's set up forthepolicyholderto be
in the same place as Steere at the
end of six years. But there's a theo-
retical risk taken by the insurance
company that the system set up
won't work and someone could get
hurt."
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puts all its eggs in 04 basl#...

LnE;BfOC/Iuance
Livestock insurance, our specialty. That's all
Frelinghuysen writes, so you better believe we do
it better than anyone else. We have to. /)
Frelinghuysen knows livestock insurance forwards
and backwards, inside and out, up and d6wn. When
it comes to livestock insurance,-we wrotdthe book.

Our service is complete and-fast!.When we get an
order, a 'policy gods out within 48 hours. And we
handle-etaims at the same.pace.- x - I

If you're looking for livestock-insuran6e=from a f
coMbany with experience;**o givesfast @79ide and
who·specializes in the field-chick usout.= .-
Frelingtfu-ysen's bsket colldba your ba! _.-

The Frelinghuysen_ - - *2
Livestock Managers,Inc. 019 
P.O.BOX 186. U.;5tyr*18#io#*I.J. 08889 :AI

The borderline between

high underwriting standards
and an unrealistic underwriting

approach is very thin.
At C. I.U., underwriting is the science of

assuming risk combined with the art of making
you and your client happy.

If your present carrier is more often than not on the
wrong side of the line, call us.

Underwriters of International Risks.

TELEPHONE: 212-943-8100 · TELEX: WU 126586 · RCA 235466
127 John Street, New York, N.Y. 10038



DWG's Dettore ...
Continued from page 1
believe I can keep track ofall this."

But Mr. Dettore can tick off each

company's unique insurance cov-
erages with little hesitation, dis-
playing a keen business sense.
And, it seems, a photographic
memory for financial details.

Working with Mr. Posner has
been an inspiration to develop
those skills. "He's a financial ge-
nius and I've learned more about

management from him than any-
where else," Mr. Dettore admitted.
"He gives you a lot of incentives."

Apparently, Mr. Dettore was
given plenty of incentives to hold
insurance costs down for the hold-

ing company. Before he came
aboard, property and casualty in-
surance premiums were rising rap-
idly, but have now leveled off. In
addition, employe benefit costs
have risen much more slowly than
the average statewide increases
since Mr. Dettore took over.

DWG pays approximately $15
million annually for insurance,
"less than 2% of gross sales," Mr.

Dettore pointed out proudly.

Costs were held dbwn by intro-
ducing two captive insurance com-
panies, one self-insurance plan,
two minimum premium plans and
one employe benefit trust at DWG.

Chesapeake Insurance Co., one
of the captives, located in Ber-
muda, underwrites workers com-
pensation, automobile liability,
general liability and some life in-
surance for the three companies
DWG holds: Southeastern Public

Service, National Propane and
Wilson Brothers.

The captive collects $4.5 million
in premiums annually, and insures
the first $500,000 of any loss. The
captive is fronted by National
Union, which doesn't take any of
the risk, and is managed by Frank
B. Hall & Co.

Excess insurance for Southeast-

ern and Wilson is purchased in two
layers, for losses of $2.5 million

over the primary and for $5 million
above the $3 million underlying
coverage.

For National Propane, which has
high exposures in propane gas dis-
tribution, $44 million in excess in-
surance is layered for $1 million

over the primary, $19 million over
$1 million and $5 million over $20
million.

Besides sharing a captive, the
three companies in the DWG
group participate in a 501(c)(9) em-
ploye benefit trust. The trust has
helped DWG hold down its em-
ploye benefit cost increases to 19%
a year while the average statewide
increase has been 50%, he said.

Insurance is more fragmented
for the three separate companies
Mr. Posner controls: Pennsylvania
Engineering, Sharon Steel and
NVF.

A second captive which Mr. Det-
tore established, Essex Insurance

Co. located in Bermuda, under-
writes workers compensation for
Pennsylvania Engineering. Man-
aged by Fred S. James, Essex col-
Lects $1 million in annual pre-
miums. Included in that amount is

outside business with third parties
generating $200,000 in premiums,
which it accepts on a treaty rein-
surance basis from Union Indem-

nity of New York.
Pennsylvania Engineering,

which works on largeconstruction
projects, produces rolling mill
equipment, and builds furnaces

for the steel industry, purchases
therest ofits coverages in thetradi-
tional marketplace.

Sharon Steel, one of the 13

largest steel producers in the na-
tion, self-insures workers compen-
sation under the only self-

insurance program in effect before
Mr. Dettore arrived. The steel com-
pany purchases general liability

and automobile liability coverage
from Liberty Mutual.

A subsidiary of Sharon Steel,
Carpenter Town Coal & Coke, self-
insures workers compensation, a
program Mr. Dettore set up be-
cause Carpenter Town was having
claim problems with black lung
disease afflicting its miners. By
self-insuring, DWG saved $1 mil-
lion in insurance premiums over
an 18-month period.

The third company Mr. Posner
controls, NVF, purchases its
workers compensation, general li-
ability and automobile liability in-
surance from Liberty Mutual. NVF

produces high-quality commercial
paper, fibers, laminated plastics
and material handling devices for
the airline industry.

The three companies Mr. Posner
controls also purchase employe
benefit coverage separately. Penn-
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sylvania Engineering uses a retro-
spectively rated plan, while
Sharon Steel and NVF are on mini-

mum premium plans equivalentto
90% self-insurance, Mr. Dettore ex-
plained.

All that work earned Mr. Dettore

a promotion to vp of insurance
from risk manager one year after
he was transferred. Additional de-

partments were added to his realm
of responsibilities, which now in-
clude safety, engineering, property
and casualty risks and employe
benefits. He subsequently in-
creased his staff by adding a corpo-
rate claims manager and a director
of risk management.

The additional personnel al-
lowed Mr. Dettore to focus on"set-

ting up new insurance vehicles,"
taking day-to-day administrative
burdens off his shoulders.

Mr. Dettore isn't stagnating after
accomplishing so much. He's con-

templating use of a single large
captive instead of the two he uses

+ Tr

Raymond Dettore is considering a grcup captive for the various
companies he serves as risk manager.

because of the tax advantages a
group-owned captive gains under

the recent IRS ruling. He's also
considering transferring Pennsyl-
vania Engineering's general liabil-
ity risks into a captive, because

A Bod insurance broker is
never really satisfied.

And if he's your insurance broker, you don't want
him to be.

Your company's assets may be valued in
millions of dollars, all exposed in varying derees
to risk of loss or damage. You want the broaadst
possible protection against these risks at the least
possible cost.

That means the best program possible today.
To get it, you need a broker who is constantly

searching, asking guestions keeping abreast of
changing marketplace trends.

What are the newest state and federal

regulations? Are there new ways to cope with
products liability? What's the latest on
self-insurance ? Are there better ways to reduce
possibility of fire loss?

No company today can afford a complacent
insurance broker.

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

premiums have been escalating,
doubling last year with only one
insurer willingto quote Adecision
will be made when theengineering
company's coverage comes up for
renewal in January. .

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

When it comes to insurance and risk

management, we believe you can never ask too
many questions.

Our experienced staff will be happy to supply
the answers.

We have offices in Atlanta, Boston,
Chattanooga Chicago, Dallas, Ft. WOrth,
Houston, Jefferson City, Kansas City, Los
Angeles, New Orleans, New York, St. Louis,
-Tulsa, Waterloo, and Wichi ta.

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

R.B.Jones Insurance.



72 / business insurance, November 13, 1978

If you need
Railroad P/otective

1

Call Richard Selmonsky
(516) 482-6215 (212) 895-7240

Out of town Call (800) 645-6286

Quotes Within 24 Hours
J'rom

INTERNATIONAL RISK MANAGERS,LTD.
Over 30 years of service to contractors, business and industry.

45 North Station Plaza BRAMCH OFFICES:
INTERNATIONAL P.O. Box 689 New York City

HEADQUARTERS Great Neck. New York 11022 Linccln Park. MJ
Telex: #960273 New Rochelle, NY
Cable: NAPRE, GREATMECKNY Ft. Lauderdale, FL

Letters...
Continued from page 14
provide effective loss control ser-
vices.

This survey was conducted in
connection with Mr. Otremba's
graduate studies at the University
of Arizona. In fact, I wrote to him
on at least four occasions and pro-
vided what I hoped would be help-
ful materials and counsel, which
he acknowledged as "outstanding
and generous support" for his proj-
ect. I feel his lack of broad back-
ground and experience have
caused him to reach some totally
unwarranted conclusions.

Perhaps the most serious criti-
cism relates to the size of the
sample-19 insurance carriers, 42
field representatives and 18 cus-
tomers. The insurance carrier re-
spondents are not identified as to
size, but none ofthe larger carriers
I have contacted participated. The
conclusions, therefore, represent
at best only the services provided
by some smaller companies and
can hardly be called "the insurance
industry."

A more representative study is
one conducted in 1977 for NIOSH,
in which over 3,300 firms re-
sponded that "the (occupational
safety and health related services)
resource most used by all indus-
trial sectors is that of insurance
carrier, which provided services to
78.4% of the firms." This is signifi-
cantly greater than any other
source ofhelp such as safety coun-
cils, government agencies, trade
associations, or private consul-
tants.

As to the insurance company's
functions, my statement to the
National Commission on State
Workmen's Compensation Laws,
perhaps deserves quoting in

Canyou spot anembezzler
bythe color of hiscollar?

No!

Embezzlement losses
are estimated in the billions
of dollars and.they occur
in every department from
the mail room tothe
executive Suite.

That's why it's so

important to protect
yourself from damaging
losses at all employee
levels with Honesty -
Insurance from F&D. 4 ---1\

Ask your agent or  )
broker to get you all the , 11-4
facts. Do it now.

Fidelity
and Deposit Co.
·Nation's pioneer bonding experts ,
Ba timore, Maryland 91903 f ....1.C.-1

proper context:

control department has two basic
functions: First, assisting the in-
sured employer in preventing
losses; and second providing the
company with underwriting infor-
mation. These functions are notin-
consistent and actually are diffi-
cult to separate. Developing infor-
mation that guides underwriters in
the selection of good business and
assisting our accounts in improv-
ing conditions that cause injuries
and other losses, go together."

During the first six months of
1978, only 49.7% of The Hartford's
contacts and 47% of our risk time
were spent developing underwrit-
ing evaluation data, so more than
half was devoted to risk improve-
ment work for our insureds.

The matter of "discriminating
against smaller employers" also
should be put into proper perspec-
tive. A recent study at The Hart-
ford on workers compensation
disclosed that 48.3% of the risk
evaluation surveys and 23.7% of
the risk.improvement surveys in-
volved risks with less than $3,000
annual premium. Most carriers
now enclose with every workers
comp policy a brochure offering
counsel and assistance, but very
few firms accept the offer of help.

Our services are routinely pro-
vided commensurate with the na-
ture and size ofrisk, degree ofhaz-
ard anticipated and demonstrated
record of injuries reported, which
is consistent with what the com-
mission recommended and the
state of Texas later adopted as law.
Services are thus provided where
needed and where wanted; noth-
ing in the concepts of insurance
and rating ever contemplated that
we would or could afford to service
every risk, as Mr. Otremba implies.

Condemnation for failure to sup-
ply consultation on loss problems,
to analyze and supply loss data, to
study the work environment in re-
lation to proper selection, place-
ment and training of employes-
these are all standard procedures
for carriers subscribing to AIA ser-
viees who write a very large part of
the workers compensation in the
U.S.

Our files are full ofletters of ap-
preciation for providing these ser-
vices. Further, some of the ques-
tionsaskedimpliedthatthecarrier
would actually take over these
functions, rather than serve as a
consultant to the insured's man-
agement, which may have caused
some ofthe 42 field representatives
to answer in a way that ack-
nowledged the need to avoid legal
liability.

John L. Pickens

Vp, The Hartford, Hartford, Conn.

State, loca 1
plans gain
2 million

WASHINGTON-State and 10-
cal employe retirement systems 
gainedalmosttwomillionnewpar-
ticipants between 1972 and 1977.
According to the 1977 Census of
Governments report, 11 million
state and local government em-
ployes were members.of publicly
administered retirement systems
in fiscal 1976-77, up from 9.1 mil-
lion in fiscal 1971-72.

The financial assets ofthe public
retirement systems that were in-
cluded in·the report totaled $123.5
billion, almost double from the
$68.8 billion in assets five years ear-
lier.

First regulators
New Hampshire established the

nation's first regulatory body to
oversee the operations of insur-
ance companies in 1851, reports
the American Council of Life In-
surance.



Chamber report...
Continued from page 1
the Chamber of Commerce, busi-
nesses will be much more likely to
pay attention to it than if it was
released by a university or the gov-
ernment.

Mr. Goldbeck underscored the

importance of the Chamber pro-
posal by observing that it puts the
Chamber firmly on the record for
supporting the use ofhealth main-
tenance organizations and sup-
porting the idea that business has
to get more involved in health
planning.

The Chamber action plan, which
was developed by Interstudy, a
Minneapolis research group, ex-
plains how a business can estab-
lish a health action committee-

the first step in developing a health
strategy.

The Chamber advises that mem-

bers of the health action commit-
tee should come from the ranks of
finance, risk management, em-
ploye benefits and work place
safety.

Some businesses, though, may
feel that their strategies can be
implemented more effectively
through a community organization
and the Chamber proposal ex-

N.Y. brokers

seek voice

on key issues
NEW YORK-While excess and

surplus lines brokers in New York
have historically maintained a low
profile, the formation of the New
York Insurance Exchange and free
trade zone has motivated several

producers to organize an associa-
tion to express their views on these
and other issues.

Called the New York State Ex-

cess & Surplus Brokers Assn., the
group sees its main objective as
maintaining a "positive and con-
stant dialogue with the New York
state insurance department and
state legislative representatives on
all matters affecting their inter-
ests."

While the group supports the
concept of the New York Insur-
ance Exchange, its president,
Gerard Nolan of Parkington Asso-

ciates, said the group will notissue
a formal opinion untilit studies the
exchange's constitution and by-
laws which are still in the drafting
stage.

In the future, the association
might take positions on such is-

sues as advocacy ofa"white list" of
qualified non-admitted carriers
and other amendments to state in-

surancelawthataffectitsmember-

ship, Mr. Nolan said.
He added that he envisions the

association eventually taking the
same strong advisory position to
the insurance department cur-
rently enjoyed by the California

Surplus Lines Assn.
The New York group is affiliated

with the National Assn. of Surplus
Lines Offices and is attracting
membership from the key excess
and surplus lines brokers in the
state. a

Policy reserves
top $200 billion

WASHINGTON-Policy reserves
of U.S. life insurance companies
totaled $281 billion last year, re-
ports the American Council ofLife
Insurance, up $22 billion from
1976.

These reserves, saysthe Council,
represent the funds set aside as re-
quired by state laws to meet the
companies' future obligations to
polieyholders and their benefi-
marine 5,2 thov hor'nmA 81'A .

plains the steps necessary to set up
such an organization.

The particular strategy worked
out by a health care team will vary
fromcompanytocompany, butthe
Chamber program recommends
businesses take several key steps
to hold down costs.

A major step for business to take
in the health care cost front is to
stimulate competition by offering
employes the HMO option as an al-
ternative to conventional health in-
surance.

HMO support

Citing just one chapter in the
HMO success story, the Chamber
proposal notes that the Genesee
Talley Group Health Assn. in
Rochester, N.Y., offers rates that
are 29% below Blue Cross although
it offers more benefits.

*::...

. The Chamber also suggests that
businesses take a more active role
in promoting physical fitness pro-
grams foremployesaswellas more
health screening efforts.

Cannon Mills, the big textiler in
North Carolina, screened 11,000 of
its 16,000 employes over an
18-month period at a cost of $8 for
each man and $12 for each woman.
The screening uncovered 1,600
cases of hypertension, 80 individu-
als with diabetes and 21 persons
with cancer.

While the Chamber acknowl-

edgesthattheexactcostsavingsof
employe screening programs are
different to measure, the programs
can result in a decrease in absen-
teeism and increases in productiv-
ity as disabilities are uncovered
and treated.

Another available cost-con-

tainment technique is self-insur-
ance. By self-insuring, an em-
ployer doesn't have to pay for in-
surance companies profits and it
can avoid stateinsurance premium
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taxes, the report says. Self-
insuring may be feasible not only
for corporate giants, but also for
firms with less than 500 employes.

Second surgical opinion pro-
grams still are in the experimental
stage, but impressive savings may
be possible for employers who use
this approach, the Chamber says.
If an average surgical case were to
be avoided, a business might save
an average of $2,000 in direct ex-
penses, with additional savings
generated through uninterrupted
service by the employe.

Second opinions

However, the Chamber warns
thatthepathtowardimplementing
a second surgical opinion is not
without its share of potholes.

Mandatory second opinion pro-
grams are difficult to enforce and
denial of payment ifa second opin-
ion is notobtained could causeem-

ploye dissatisfaction and possibly
legal challenges, the Chamber

says.

Business may want to consider
greater utilization of ambulatory
surgery programs in which em-
ployes go to clinics where routine
surgery-such as hernia repair,
and tonsillectomy-can be per-
formed and avoiding costly hospi-
talization. The ambulatory clinics
charge anywhere from 18% to 38%
less than hospitals for the same op-
eration, one study found.

Some large employers and em-
ploye groups have experimented
with pre-negotiated physician fee
schedules. Under this arrange-
ment a panel of physicians is re-
tained who agree to limit charges
to pre-set fees.

For example, the United Store-

workers Union in New York pro-
vides a broad range of benefits to
12,000 department store workers
and their dependents. The plan
uses the services of a panel ofdoc-
tors from all specialties who agree
to accept lower fees than they nor-
mally would. .

itb easier to do busi ness
in thailand when vou've
got an office in bangkok

At Reed Shaw Stenhouse we're con-

vinced that the companies for whom
we broker insurance are best served

by people who live and work in or
close to the same communities. We

also believe that our continued ability
to provide better service depends on
the access all our people have to the
experience and expertise of other
Reed Stenhouse people around the
world.

To make our philosophy work requires
the operation of a large number of
relatively small offices with wide
geographical distribution. The result
is the best of all possible insurance

worlds... vast expertise and servic-

ing ability coupled with close and

friendly relationships among client,
broker and market.

We're following the same philosophy
here in the US and now have 20 offices

in major cities including our latest in
Anchorage. So. whether you call
Dave Blackwood in Alaska or George
Hammond in Fort Lauderdale, Florida,

you've got the services of all of us at
your fingertips... including our peo-
pie in Bangkok if you need them.

Reed Shaw Stenhouse is a different

kind of insurance broker... different in

a way that assures you of better ser-
vice through better interaction and
better access to insurance markets.

REED SHAW STENHOUSE
INTERNATIONAL INSURANCE BROKERS

With offices in Anchorage, Boca Raton. Boston, Chicago. Denver, Fort Lauderdale. Honclulu, Houston,
Kansas City, Los Angeles. New York. Oakland. Orlando. Pittsburgh, Portland. St. Louis. San Francisco. Seattle.
Washington. D.C. and one-hundred twenty-five other cities around the world.
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GERLING GLOBAL

REINSURANCE CORPORATION
U.S. Branch

is pleased to announce

the opening of its new

NEW ENGLAND BRANCH OFFICE

3 FANEUIL HALL MARKETPLACE
BOSTON, MASS. 02109

Tel. 617-367-1600

Telex 92-1823

Serving the Property and Casualty
Facultative Reinsurance requirements

of the New England area.

GERLING GLOBAL OFFICES INC., U.S. Manager
717 Fifth Avenue, New York, N.Y. 10022

Tel. (212) 752-8900 Telex 1-2071 or 1-25006

Brown Brothers Adjusters. . the problem solving specialists.

Claims adjusting
is no puzzle
intheWest.
Because Brown Brothers Adjusters has over 50
local headquarters that fit together in seven
Western states to give you professional, experi-
enced assistance. Our adjusters have the local
knowledge and contacts to settle your claims
quickly and accurately We're putting the pieces
together 24 hours a day, seven days a week. If
you're puzzled about claims service in Califor-
nia, Nevada, Arizona, Utah, Oregon, Washing-
ton, and Hawaii, call Brown Brothers Adusters.
The problem-solving specialists.

License 8-137
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FM insurer creates

new Bermuda captive
WALTHAM, Mass.-Arkwright-

Boston, the second largest mem-
ber of the Factory Mutual system,
will enter the Bermuda captive in-
surance market Dec. 1.

"The company recognizes the
fact that there are some things that
can be better handled by an off-

shore captive," said John L. Carey,
the Arkwright-Boston staffer who
first suggested the formation ofthe
Bermuda captive.

Mr. Carey explained that the
Bermuda captive will provide
Arkwright-Boston with a way to
transfer risks that don't fit into the

U.S. commercial market.

"In a way, the thinking behind
the decision to form a captive is
right in line with the thinking that
spurred the formation of the Fae-
tory Mutual system," Mr. Carey
noted. "In the past few years, FM
companies have gotten away from
their foremost purpose, which is to
create a commercial market that is

totally responsive to the needs of
the policyholder. The formation of
the captive marks the recognition
of Arkwright-Boston policy-
makers that the company must
create a market totally attuned to
the needs of the policyholders to
fulfill its original purpose."

The captive, Mr. Carey added,
will merely serve as a facility to
serve the policyholders. "We don't
intend to aggressively book a great
deal of business at first."

However, Mr. Carey refused to
give details about what kind of
risks would be transferred to the

captive and how those risks would

be transferred. According to the
Arkwright-Boston staffer, there
are some details that have to be

ironed out, including the staffing
of the Bermuda captive.

Arkwright-Boston follows other
insurance companies such as AIG,
INA, Continental and Kemper that

0) .:.. t..
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have formed Bermuda subsi-
diaries.

Policyholders of Arkwright-
Boston and eventually policy-
holders of Allendale will hold

shares in the Bermuda captive. Al-
lendale, the largest member ofthe
FM system, will merge with
Arkwright-Boston on Jan. 1.

Presently Allendale does not
have a Bermuda captive. Accord-
ing to a spokesman for Allendale,
the company has examined the
pros and cons of entering the off-
shore captive market, but didn't
feel ready to make that move. i

Consultants set
think tank

for benefits
NEW YORK-The first think

tank solely dedicated to employe
benefits expects to start turning
out "significant contributions in
research in the first half of next

year," says its president.
Quentin I. Smith, president of

the consulting firm Towers, Per-
rin, Forster & Crosby and presi-
dent of the newly founded Em-
ploye Benefits Research Institute
(EBRI) believes, "There is a lot of
misunderstanding and lack of
knowledge about employe bene-
fits. There is a great deal of re-
search that needs to be done."

EBRI, founded and funded by 13
leading actuarial and employe
benefits consulting firms, will fill
the research void, said Mr. Smith,
delving into such areas as pension
plans and health care.

"Outside specialists," drawn
from universities and other re-

search groups for example, will
conduct the research projects.
EBRI also intends to follow public
attitudes and trends in employe
benefits.

The research results should

"contribute to the development of
effective public policy in the em-
ploye benefit area," the founding
principals suggest.

In addition to distributing the re-
sults of its research to government
agencies and policy-makers as well
as others in the field, EBRI intends
to sponsor lectures, debates and

meetings on employe benefit is-
sues.

"Our goal is to promote the de-
velopment of soundly conceived

private and public employe benefit
plans that can be effectively ad-
ministered," Mr. Smith explained.

EBRI expects to expand its
membership in the future, possi-
bly to corporations and "leading
public figures," Mr. Smith noted.
But EBRI will not lobby per se, he
continued, on the premise that
"good thoughtful research will go a

long way" to further its goal.
The founding members ofEBRI,

who agreed not to disclose how
much money they contributed to
the organization, include

TPF&C; Alexander & Alexander
Inc., Buck Consultants Inc., A.S.
Hansen Inc., Hewitt Associates,
Johnson & Higgins, Kwasha Lip-
ton, Martin E. Segal Co., Meidinger
& Associates, Milliman & Robert-
son Inc., Tillinghast, Nelson &
Warren Inc., The Wyatt Co. and
William M. Mercer Inc. .

Council taps Mulhollen
The Profit Sharing Council of

America elected Roger D. Mullhol-
len, vp of corporate personnel of
Johnson & Son Inc. in South Caro-

lina, to serve as chairman.
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Th is year, wrap up your toughest business giftproblems with an idea that's easy for you, profitable
for the recipient.
Cut shopping time to a few minutes by cutting outthe coupon below. Use it to start sending BusinessInsurance and its exclusive information and news to
your associates, employes or your most valued
clients.
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How to say"Merry Christmas
to your associates, employes
or your most valued clients

/ 6 <Ui

Your Gift Starts
With The Noteable

1,
t

« The Noteable is the distinctive smoked
lucite notepaper dispenser. Its unique
vibrating system ejects a single sheet at a
light touch. Initial notepaper supply is in-
cluded.
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f

We'll take care of all the details-including sendinga gift card in your name. (We'll also include the
valuable bonus described below to everybody onyour list.) Yet your total cost for this easy way out of
the Christmas rush is just $15 per person.

// business inmltlnee 740 Rush Street/Chicago, illinois 60611
Your Nprn,

Company -
Address 7ip -

State.
City

O Please send a one-year (26 issues) gift subscription to BUSINESS INSURANCE at $15 a year, theNoteable notepaper dispenser and a hand-signed gift card to the following:
Title

Nature of
Name

Company

Bucin».<

Addre<. 7ip-
Qtate

CityIF YOU WISH TO ADD MORE NAMES, PLEASE ATTACH A SEPARATE SHEET.
0 Enclosed is a $

check for gift subscriptions

0 Bill me 0 Bill my company ($15 per gift subscription)\ Europe & Middle East, add $10 per year, per subscription (jet-speeded delivery). All other foreign, add $5 per year,X98

\ per subscription (surface delivery).
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_All# SETONGUARD® EXCESS AND

classified advertising 2
UNDERWRITERS

Security Name Plates SURPLUS LINES Established Excess & Sur
*ppliotioPlok hlledsy
serial numbers Permanent REGIONAL MANAGER plus/Managing General A

v- 3M adhesives Outdoor or gent needs property/casual
indoor Free samples • C rowing Excess and Surplus Lines

Properly applied carrier seeks agressive professional ty underwriters If you have
they will last a lifetime

{ATES AND CLOSING TIME· $3 00 per hne, mimmum charge $1500 Cash sell starter to establish, staff md 2 5 years of underwriting
SETON NAME PLATE CORPORATION

2680 Boulevar 1. New Haven, CT 06505 (203) 772 2520
marage new regional office facility experience with a standard

vith order. Figure all cap lines (manmum-two) 30 letters and spaces • Strong casualty property under carrier, are willing to re-
ier line: upper & lower case 40 per Ime Add two lines for box number, writing background essential with locate and are looking for
feplies are jorwarded daily Closing deadhne: Copy in written form in Excess & Surplus Lines broad based experience in all phases a real challenge/growth

:hicago office not later than noon, Fnday, 10 days preceding publica- Underwriting & Marketing
of underwriting

• Competitive starting salary with position, please contact·

ion date. Published every other Monday Display classified takes card National opportunities with leadmg excellent fringe benefits, inCluding Ms. Mary Marines, V. Pres.
Reinsurers and National Brokers stock ownership, bonus package and Horan, Goldman

'ate of $3650 per column inch, and card discounts on Slze and fre- Locations include Atlanta, Dallas, solid career path opportunities Companies, Inc.
San Francisco, Chicago and otherluency. Mall ads to Business Insurance, classified advertising dept,, • Must be willing to relocate for this
key cities These positions offer Two Bryn Mawr Ave.

Rush St., Chicago, Illinots 60611.
position

excellent career growth potential Send letter with detailed resume in Bryn Mawr, Pa. 19010
and salary packages to $30,000 range

couplete confidence to 215-527-4400
Be assured of professional and con- Openings in Bryn Mawr, Pa.,
fidential service with your name President

Cherry Hill, N.J. & New York
and resume released only on your

HELP WANTED
Box 197, BUSINESS tNSURANCE

HELP WANTED City offices.
approval Exclusively employer re-
tained

740 Rush St. Chicago, ill 60611 0 An Equal Opportunity Emplosei

INSURANCE ASSISTANT NEEDED AGENCY UNDERWRITING,1

rhe County of San Bernardino 15 looking MARKETING MANAGER

or a person to fill our INSURANCE Milwaukee based agency is seeking a
4SSISTANT vacancy to assist the Risk marketing professional with extensive
Manager commercial casualty experience and PROFESSIONAL
Duties center around workers' compen sound working knowledge of property
,ation, liability and fire claims as they coverages Must be capable of develop-
iertain to our self insured programs ing and maintaining a strong underwriting INSURANCE PERSONNEL RESOURCES
Salary $1160 $1410-can be negotiated unit and familiar with client presenta

OPPORTUNITIES
2970 Feach¢fee Road NW • Su,te 622

IMed on degree of experience A tions and marketing of dsks to com-  MO*202*12
925,000 life insurance policy, health & panies Excellent compensation package November will start our second year in bringing together risk
dental coverage If you are interested, and growth potential in the position J and corporate insurance personnel at all levels with the best
ilease contact us at Send your resume to EMPLOYEE BENEFIT ANALYST opportunities nationwide If you are considering an immediateCOUNTY OF SAN BERNARDINO Box 201, BUSINESS INSURANCE

A multi national Fortune 500 compa
Central Services Department 740 Rush St , Chicago, 111 60611 ny located in western Connecticut has or long range change to achieve your career, professional, income
1111 East Mill Street. 82. Room 2080
San Bernardino, California 92415 AGENCY MANAGER/ACCOUNT immediate opening for experienced in or geographic goals, your inquiry will be treated confidentially

EXECUTIVE dividual to coordinate. develop and ad
INSURANCE minister corporate insurance depart-

and with all fees patel
ACCOUNT EXECUTIVE North Carolina Challenging position in

growing, aggressive agency Heavy in ment's act-vities in employee benefits Risk Management, Loss Control & Claims Personnel ExclusivelyDommercial agency needs executive with
volvement in Commercial marketing and Reporting directly to Corporate Di-

Iroperty casualty experience for account rector of Insurance, will be respon Contact: DONALD J. DELANEY
servicing Good company benefi-.s Salary,ervice and development Excellent op
negotiable with ownership possibilities

sible for monitoring benefit plans
iortunity for advancement Salary open competitiveness, researching and

Must have achieved CPCU designation
INSURANCE RECRUITERS, INC.

,ubject to qualifications Our Western
or in process Send Resume' and salary analyzing benefit data, trends and 3707 Rawlins, Suite 416, Dallas, Texas 75219

Mlassachusetts location with its recrea
history to P O Box 53247. Fayetteville, patterns Desigmng integrated bene (214) 528-0090

ional and cultural advantages is also a
N C 28305 fit plans or operating divisions and

:reat place to live Send resume to government programs
Gilbert A Haberman, James C Haber DIRECTOR LIFE INSURANCEE SALES Scope of position necessitates provid -,iillillilli

nan, Inc, 146 Chestnut St, Springfield, We need a highly qualified life expert ing counsel to all levels of manage-
MA 01103

to call on major property and casualty ment on matters pertaining to em-

MILWAUKEE WISCONSIN AGENTS firms We are a bfe brokerage General ployee benefits requiring excellent
WANTED All lines agencies to merge Agency on the East Coast, representing verbal and written commLnications

md tor purchase an old line mutual life insurance com skills Three to five years erperienee

NEEDED Account Executives to develop pany Send your resume, including in- in benefi planning required plus

ousiness and service existing accounts come requirements to specialized training in ERISA,
Reply in confidence sending resume to Box 199, BUSINESS INSURANCE Workmen's Compensation, or similar

Box 897, Milwaukee, Wisconsin 53201 740 Rush St, Chicago. Ill 60611 regulatory prograrns INSURANCE
We offer excellent salary-full range
of benefit„ plus relocation expenses
Send conf dential resume with work
history and salary requirements to

ASSISTANT INSURANCE Box 203, BUSINESS INSURANCE
ADMINISTRATOR

740 Rush St., Chicago, Ill. 60611
*AP EEO Employer MaJor industrial corporation, headquartered in Northern

MANAGER FOR New Jersey, is seeking an experienced insurance profes-
s onal to manage its insurance affairs

THE BUDD* COMPANY ACCOUNT The selected candidate's responsibilities will include in-
surance policy administration, claims auditing, self-insur-

*Billion Dollar Corporation-Worldwide supplier to automotive, EXECUTIVE ance and loss control programs, and negotiation of group,
property and casualty coverages and rates with carriers

trucking and railway industries The Corpcrate Sales Division of Requirements Include a cohege degree and a minimum of
Our Corporate Insurance Department is seeking an individual Corroon & Black of Ohio, Inc, one of 5 years' experience in insurance administration/risk man-
for the position of Assistant Risk Management Manager Appll- Central Ofto's largest full service

agencies, needs an individual having 5 agement CPU designation desirable
cant should have degree and 5 years carrier, broker, and/or or more years property/casualty sales Salary negotiable
corporate insurance department experience with emphasis In or risk management experience to
the property and casualty or risk management areas CPCU or handle large corporate clients The Excellent company paid benefits
Risk Management study and accounting knowledge would be successful applicant will have excellent Please respond In confidence-with salary history-in strict

communication skills, an above
advantageous Salary open. average knowledge of commercial

confidence to

Send resume m complete confidence to: mult,-line coverages, and will be a Box 202, BUSINESS INSURANCE
Linda E Bayly proven performer Corroon & Black 740 Rush St., Chicago, Ill. 60611

offers excellent starting salanes,
THE ill 1 1 Assistant Manager,

incentive programs, and emplcyee We are an equal opportunity employer, m/f
s3D.S.S.s

Personnel
COMPANY

benefits
3155 W. Big Beaver
Troy, MI 48084 If this sounds like the job for you,

An Equal Opportunity Employer M/F
send resume in confidence to

//* Mr. L J Pendleton
h Marager, Corporate Division
-=- Corpoon & Black of.Ohio, inc

50 West Broad Street, Suite 1400
Columbus, Ohio 43215

Marine Claims
CAREER HIGHLIGHTS

RISK

Administrator LARGE ACCTS MANAGER
SPEC To $35,000+
Two sitiations with reputable

Wearea major Pacifc Northwest utility agency withSE based brokerage operations.
Strong technical exp working construction work in progress on $8 billion worth ofThe Amerada Hess Corporation, a leader in the petroleum
w/jumbo accts. Bonus plus car. electricalgeneratingplants Wehave an immediateneed

industry, has an immediate opening on Its Corporate Insur- for an experienced Risk Manager
ance Staff, located In Central New Jersey

AGENCY MANAGER $30,000+ Major responsibilities will Include implementing and
We are looking for an individual with substantial insurance Large agency in Ala seeks in managing a formalized Risk Management function,
claims adlustment experience-first party as well as third dividual with sales, admin & identifying and evaluating risk exposures, and eliminating
party-with special emphasis on the handling of all mgmt background. Assume resp excess costs Additional responsibilittes will include

phases of marine loss adlustments, particularly hull and for multi*million dollar oper. reviewing and analyzing 500 contracts within the next 3
yearsmachinery losses to company vessels and protection, in-

PRODUCERS
demnity and cargo losses Applicants must possess well To $25,000+ Successful candidates will possess a degree in an

Many fine openings throughout Engineering discipline, Business Administration,developed communication skills, as there is heavy contact the SE for all levels of produc-
both within and outside the company Experience or knowl- Insurance ora related field and at least ten years of

ers Direct writer or agency ex- insurance related experience Other requirementsedge in other areas of insurance would be a definite plus, pertence preferred. Auto plus' include a thorough knowledge of r,sk analysis
as this position offers an opportunity to move into Risk procedures, Insurance pr nciples and theory and proven
Management Applicants should possess an undergraduate LOSS CONTROL To $22,000+ record of accomplishment in the Risk Management area
degree The emi:hasts on Loss Control Experience in the nuclear field and/or large long-term

combined with the growth of
We offer an excellent salary and construction prcjects ts highly desirable

the SE has produced a tremen-
Comprehensive fringe benefit package and excellentemployee benefits program dous demand for Safety Eng,-

growth opportunities Send resume, salary history andPlease .end resume in confidence, listing salary neers.
requirements in confidence tohistory and requirements to Employment Manager

Richard Z,ober-VP Ms J M Harding

FIMERADA HESS ALL FEES PAID Dept JDP-4

don HOWARD
Washington Public Power

Supply System

CORPORATION P O Box 968
PERSONNEL SVC Richland WA 99352

40 Marietta St., NW (404) 577-9630
an affirmative action employer

1 Hess Plaza Woodbridge, NJ 07095 /tianta, Ga. 30303

other offices: New York, Chicago,
An Equal Opportunity Employer, M/F Da las, San Francisco



Fireman's Fund exec questions
self-insurance public benefits

LOS ANGELES-The vice

chairman and chief operating offi-
cer of Fireman's Fund Insurance

Co. says he's opposed to tax credits
for self-insured reserves and ques-
tions whether self-insurance is re-

ally in the public interest.
Speaking at an all-industry day

sponsored by the Los Angeles
chapter of the Chartered Property
& Casualty Underwriters, O.D.
Oliphant said using the premium
charged by regulated insurers as a
measure of the expense of self-
insurance is "an apples and
oranges comparison."

Self-insurers retlect their loss
costs at the time and for the

amount of the loss sustained, Mr.

Oliphant said, while insurers are
taxed by a gross premium tax.

"Another concern we have about

self-insurers involves the broader

issue of their responsibilities to
third-party claimants and society
at large," Mr. Oliphant said.
"Doesn't the public interest princi-
ple apply to all assumption of risk,
regardless of who assumes it?"

The cost of programs such as
workers compensation pools, au-
tomobile assigned risk plans,
FAIR plans and insolvency guar-
anty funds should be shared by

self-insurers, Mr. Oliphant sug-
gested.

"Doesn't the self-insurance phe-
nomenon exacerbate the involun-

tary market problems if the self-
insurer isn't charged for the ex-
pense?" he asked. "Bytaking good
risks out of the picture, don't they
leave other insureds to support the
less desirable risks?"

The Fireman's Fund executive

also questioned whether self-
insurers have the ability to make
proper decisions on claims reserving
and litigation. Insurers have objectiv-
ity, are better able to direct and con-
trol outside counsel and have the ex-

perience to appraise potential expo-
sures, he contended.

"A self-insured would have a

tough time achieving that sense of
objectivity when he has market
considerations, intra-corporate
profit relativities, brand name rep-
utation and other such issues on

his mind," he said.
Self-insurers don't have the vol-

umetojustifyestablishingaclaims
organization, so claims manage-
ment is often left upto a composite
of corporate functions lacking uni-
form direction and experience, he
said.

A risk manager doesn't have any-
thing approaching the broad

People column...
Continued from page 78
president of the captive, Sister
Kathleen Anne Nelligan, becomes
the captive's chairman of the
board. Mr. O'Connell retains his

broad duties as executive director

of Holy Cross Shared Services, in

charge of personnel, financial
management, purchasing, data
processing as well as insurance for
the congregation's educational in-
stitutions, convents and retire-
ment homes.

***

Michael J. Reilly, 23, has joined
Atlantic Richfield Co. in Los

Angeles as insurance analyst. He

reports to E.J. Kettel, assistant
treasurer. Previously, Mr. Reilly
was an associate consultant for

M&M Risk Management Services
in Los Angeles.

***

David V. Roberts, 40, has joined
E-Systems Inc. in Dallas as direc-
tor of risk management, replacing
Dennis Morton, who left the com-
pany. He reports to director of per-
sonnel J.A. Wittkower and is in

charge ofproperty, casualty, group

insurance and loss prevention.

Mr. Roberts was risk manager for
Trailways Inc. in Dallas pre-
viously. Trailways hasn't hired a
new risk manager.

***

Fred LaMar is the new director

of corporate risk management for
Farmland Industries in Kansas

City. He replaces John Hogue, who
joined Johnson & Higgins in Hous-
ton. Mr. LaMar previously was risk
manager for Butler Manufacturing
in Kansas City. His replacement
there is Charles C. Connely IV, 31,
who previously was a Butler

division's credit manager. Mr. Con-
nely reports to treasurer Steve
Lightstone.

We'd like to report on staff
changes in your Tisk management
or emplove benefits department.
Just drop a note to Rebecca A. Fan-
nin, Business Insurance, 708Third
Ave., N.Y., N.Y. 10017 or call
212-986-5050. We'd also like to re-

ceive pictures of those involved.

Huge bank theft...
Continued from page 1
in any transfer order, and just after
the close of the business day or-
dered the $10.2 million transfer, a
bank investigator disclosed.

An officer at Security Pacific ad-

mitted the timing of Mr. Rifkin's
call "caught our personnel at a low
level of security. We have taken

steps to insure there will not be a
recurrence."

More than the total amount of

the loss, $2 million in cash and $8.1
million in diamonds bought after
the computer consultant allegedly
transferred the money to an ac-
count in Switzerland, was recov-
ered. The diamonds were ap-
praised at $13 million retail value.

But the exposure "scares us to
death," a spokesman for Fireman's
Fund said. "If this guy was able to
tap into the fund's transfer system
and get that amount of money in
one shot it raises the question of
whether this (electronic funds

transfer system) is an insurable

risk."

Risk managers at other West
Coast banks are worried about the

effect the theft may have on the
already tight bankers blanket
bond market. "This couldn't have

come ata worsetime,"said therisk
manager for a large San Francisco

bank. "I'm in the midst ofnegotiat-
ing a renewal of our bond."

However, a broker in the
bankers blanket bond market on

the West Coastsaid, "Nobody'sin a
panic over this. A loss like this
could have occurred any time in
the past 50 years. I don't think the
bond market will overreact."

This near-loss is sure to be dis-

cussed at a Surety Assn. of
America meeting scheduled in
New York this month. The sub-
committee meeting on proposed
revisions in the bankers blanket

bond will be looking into thesitua-
tion, according to one of the com-
mittee members. .

spread of risk that insurance com-
panies have, "and could find him-
self embarrassed by adverse devel-
opments in reserves he's es-

tablished," Mr. Oliphant con-
tended.

Recent legislation in the occupa-
tional disease area could pose a
problem for self-insured risk man-
agers, he cautioned. Within a few
years in California claims for occu-
pational disease will fall to the
party on the risk at the time the
claim is made, even though the ex-
posures that caused the disease
reach back for decades. "One man-

ufacturer recently received 60
claims, each for $200,000 for asbes-
tosis from exposures dating back
to the 1940s," he said. "That's $12
million to be paid by the insurer or
self-insurer on the account today."

"There are a lot of very impres-
sive, mature self-insurance pro-
grams in the field today," Mr.
Oliphant said. "There are a lot of
adolescents too. We must guard
against abuses that could bring
regulation eliminating the advan-
tages of self-insurance pro-

grams." •

SPD procedures
are continued

WASHINGTON-Pension plan
administrators preparing sum-
mary annual reports for the 1977
plan year should continue to ob-
serve the same filing procedures
they used last year, the Labor De-
partment says.

The Labor Departmentsays plan
administrators should keep on fol-
lowing the temporary summary
annual report guidelines that were
issued in August 1976.

A new proposal, which would
turn the summary annual report
into a uniform easy-to-fill-out form
was unveiled this August, but the
Labor Department is cautioning
administrators that the proposal
has not been adopted yet.

If and when the proposal is

adopted, it will not apply to the
1977 plan year. •
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WOODWORKING OPERATIONS

INCLUDING

AUTOMATED SAWMILLS

Property, Inland Marine and

Liability Coverages Available

Possible Savings of up to 50% over present costs

Working with people knowledgeable in the

Woods Products Industry

Broker inquiries invited Available in most states

FOREST PRODUCTS AGENCY COMPANY

*PKA'B 88 PALMER STREET

PHONE 203-889·2686

lk| Telex 966438
NORWICH, CONN. 06360

PO,fs

commenting on
captivesworldwide
If you need to know about captive insurance companies,
you need Captive Insurance Company Repcrts. Published

by Risk Planning Group, Captive Insurance Company
Reports contains comprehensive coverage of new cap-
tives, legal and tax news, domiciles, money market rates,
captive "service" organizatiors and detailed practical
information about the day-to-day operations of individual
parent- and group-owned captive insurance companies.

Annual Subscription: US $100 Published 6 times a year

To enter your subscription or receive additional Intormation and a
FREE sample issue, please contact:

Circulation Director Captive Insurance Company Reports
722 Post Road, Darien, Connecticut 06820
(203) 655-9791 Telex 966358

coming up: 3rd International Captive Insurance Company Conference:
Bermuda-March 20,21,221979

0 check here for more information

Sc*hiff Terhune
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Pasadena taps Hughes; Reliance shuffles staff
Donald R. Hughes has been

named risk administrator for the

city of Pasadena, Calif., replacing
Dave Morris who resigned. An
11-year employe of the city, Mr.
Hughes began his career in the city
police force, rising to the rank of
lieutenant. Mr. Hughes is also an
attorney with a private practice.

***

The insurance staff at Reliance
Electric Co. in Cleveland has been

replaced following the departure
ofthe director of risk management
Bert M. Schecter and the insur-

ance manager Terry W. Anderson,
32. The new director of risk man-

agement is Ronald H. Stolle, 30,

previously manager of corporate
insurance at American Air Filter

Co. Inc. in Louisville where he

hasn't been replaced. The new in-
surance manager at Reliance is
Vicki K. Schleimer, formerly the
company's claims administrator.
Reliance's former director of risk

management, Mr. Schecter, left to
become corporate risk manager for
Addressograph-Multigraph Corp.
w.hen that company moved from
Cleveland to Los Angeles. He re-
placed Frank Hudson, who stayed
in Cleveland at Park Ohio Corp. as
risk manager, a newly created posi-
tion. Mr. Anderson left to become

risk manager for the city of Tuc-

'Are you insuring
your insurance?"

isThe time to "smell smoke"

when you're reviewing your
property insurance

coverage-not later. With
building and equipment costs
soaring, and no end in sight,
many companies are
dangerously underinsured.

For nearly fifty years,
Marshall and Stevens' clients

have realized the security of
"insuring their insurance"-by
keeping values and property
records up to date.

The smaller insureds need

detailed inventories and values

while the major companies
(even those with "captives')
require periodic independent
study of procedures and
resulting values. Either
service, detailed appraisal or
valuation consultation,

assures that th-e property
investment entrusted to

management by the

stockholders is well protected.
If there's any doubt about

your insurance "being
insured," Marshall and
Stevens would be pleased to
review your specific situation.

Want to learn more? Any of
our 17 local offices have
detailed free information. For

the one nearest you, call any
Area Office-collect:

Los Angeles-(213) 624-3661
St. Louis-(314) 621-7025

Philadelphia-(215) 299-5700

Appraisals by
MARSHALL

AND STEVENS

INCORPORATED

son, a position open for approxi-
mately a year following the city's
separation of insurance functions
from contract administration.

***

At the University of Illinois,

Murray Edge has been named risk
manager for the medical center
campus, a newly created position.
Mr. Edge reports to Alexander M.
Schmidt, vice chancellor for
health services. He formerly was
with CNA and has 20 years experi-
ence in the insurance industry as
claims investigator and super-
visor.

***

Ray Allen has been named risk
manager for Daylin Inc. in Los
Angeles. Although this is his first
risk management position, Mr. Al-
len said that most of his experience
has been with the insurance indus-

try. He was a commercial packag-
ing underwriter for INA in Tampa,
Fla.: and a casualty underwriter
for Royal-Globe Insurance Co. in
Houston. After that, Mr. Allen was
an insurance analyst with Exxon
in Houston and most recently he
was with A.I.C. Oil Rig Inc. in
Houston.

***

In an addition to the employe
benefit staff at Miller Brewing Co.,
Jean Dart, 25, has been named cor-
porate benefit analyst. She reports
to corporate benefits manager Nor-
man Naughton. Ms. Dart was pre-
viously employed with Watkins,
Ross, Waterfield and Baines an ac-

tuarial consulting firm in Grand
Rapids, Mich.

***

Suzanne P. Biber, 27, who re-
ceived her MBA in insurance and

risk management last August from
Temple University, has joined Ex-
xon Corp. in New York as risk ana-
lyst. She reports to I.T. Tobye, risk
management coordinatcr. Ms. Bi-
ber replaces Wayne Faust, who
was both a financial and risk ana-

lyst. He has joined Exxon's inter-
national financial planning and ec-
onomics department.

***

The Asset Management Professiorals John A. Mancuso, 32, has been

promoted to insurance and risk
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Be a quitter! Quit paying group insurance premiums. Organizations with as
few as 200 employees can use a 501-C self-funding trust to set up their own
Voluntary Employee Benefit Association. We do all the work for you, from
keeping records to paying claims. There are tax advantages, too. Call Mike
Ortiz, vice president, at R. L. KAUTZ & CO.
CORPORATE HEADQUARTERS, 1800 AVENUEOF THE STARS. LOS ANGELES, CALIFORNIA 90067. (213) 556-1111
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Mancuso Toth

manager at New Jersey National
Bank in Trenton. Mr. Mancuso
joined New jersey Nationalin 1977

as risk management administrator.
He reports to cashier Thomas A.
Gasper.

***

Jack C. Toth, 39, has been pro-
moted to the newly created posi-
tion of manager of business risk in-
surance for Quaker State Oil Refin-
ing Corp. in Oil City, Pa. The posi-
tion evolved after the company
split the insurance department
into group benefits and personnel
with property and casualty insur-
ance in a separate department. Mr.
Toth reports to W.P. Hodges, se-
nior financial vp. Mr. Toth has
been with Quaker State for 11
years as assistant to the coordina-
tor of insurance and personnel.
Two years ago, he assumed addi-
tional duties as assistant equal em-
ployment opportunity officer.

***

John E. Sheehan, 61, has been
promoted to manager of employe
benefits at Inland Steel Co. in Chi-

t

cago. He replaces A.F. Winston,
who retired. Mr. Sheehan pre-
viously was assistant manager of
employe benefits and has been
with the company since 1938.

***

Robert J. Cornelius, former risk
manager for the Fresno Unified
School District has been promoted
to director of budget services. Re-
placing him as risk manager is
John P. Grotts, formerly workers
compensation analyst. Mr. Grotts
was initially hired by the school
district as a safety analyst four
years ago. The position of workers
compensation analyst will not be

filled until spring. Fresno Uni-
fied School District self-insured

workers compensation, general li-
ability, fire and employe benefits.

***

John E. Mairana, 27, has been
promoted to insurance manager
from internalauditorat Dow Jones

& Co. Inc. in Princeton, N.H., re-
porting to treasurer Frederick Het-
zel. Mr. Mairana replaces Kevin J.
Christel, who became director of
insurance at Western Union Corp.,
as reported.

***

John A. O'Connell, 53, has as-
sumed additional insurance re-

sponsibilities for Sisters of the Holy
Cross in Notre Dame, Ind. He be-

comes risk manager for the Sisters of
the Holy Cross as well as president
of Havican Insurance Co., a Colo-
rado captive insurance company

that provides insurance coverage
for the congregation. The previous

Continued on page 77
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Last year's special report on Self-Insurance
aAd Captives was an editorial blockbuster. For
the first time alternative risk funding methods
were thoroughly examined.

Since much has happened in past months to
change the shape of things, the publishers of
BUSINESS INSURANCEplantokickoffthenew
year with its second annual SELF-INSURANCE
AND CAPTIVES REVIEW ISSUE.

On JANUARY 8, 1979 the editors will report
what has happened as well as what lies ahead
with captives and self-funded programs. They'll
look atthe response by insurers tohaving policy-
holders get into the insurance business. And,
they'll probe the mushrooming growth of domi-
ciles for captives, both onshore and offshore.

This special report will deal with.questions
such as: What's the level of interest in new
captives and self-insurance programs when
there aren't any insurance crises to spur their
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growth? Who's using new and sophisticated
banking or cash flow plans? What's the status of
self-funding in the benefit business? What are
small businesses to do when they need captives
and self-insurance?

Nearly 100,000 Business Insurance readers-
risk managers, financial and employe benefits
executives, insurance agents and brokers as well
as captive insurance company captains and their
underwriters-will be reviewing and studying
this special report with keen interest.

If your company has products or services
geared to this influential audience, the January

;8,1979 issue is an outstanding opportunity to
reach the decision-makers.

Mark your calendar now! Advertising closing
date is December 21,1978. For more information
contact Don Walsh, Advertising Sales Director,
at (212) 986-5050, or one of our sales offices
I isted below.

.business
msurance

Chicaao: 740 Rush Street IL 60611 (312) 649-5275 New York' 708 Third Avenue NY 10017 1919\ QR#-5050 Los Anaeles: 6404 Wi,shire Blvd.. CA 90048 (213) 651-3710
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Jack Bogardus. president, tells how A&A works from a client's point of view:

'  With Anistics, financial managers handle risks based on
certainty rather than uncertainty:'

"There's a whole new group of
financial and risk managers in the
country today, young tigers who have
come out of business schocl and are

looking for advanced techniques.
Insurance doesn t mean anything to
them. It's just a word.What they are
interested in is bottom line. And this

is what our Anistics operation does,
it takes their point of view-helps
forecast and remove the uncertainty
from the future, so these managers
can handle risks based on certainty.'

Working from a client's point
of view is our way From our top
management to the men and women
in over 110 cities here and overseas.

That means working as allies, solv-
ir_g business problems together. If
developins new techniques is what
it takes todoabetterjob, we 1ldevelop
them. As we did with Anistics, a
highly sophisticated. computerized
subsidiary which helps major corpo-
rations determine the best ways to
predict and finance _osses.

We think our dedication to

acting as an ally of the clients we
represent is a big reason why A&A
has become a worldwide leader

in the insurance brokerage and
financial services business.We have

the facilities, expertise and strength
to act as effective allies. We work

from the client's point of view,
whether the Alexander
corporation is r-=-
large or small. &Nexander

Tho Alli/<


