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A series of earthquakes iarred Sonoma County, California, and it is now
estimated the city of Santa Rosa suffered about $5 million in dam-
ages-The Santa Rosa Memorial Hospital was hit with $100,000, 40
-homes were damaged beyond repair and 200 were seriously damaged.
Because of normal exclusions for earthquake damage, most businesses
and individuals are uninsured. The city will have to pay for most of

the damages out of self-insurance.

-Wide World photo

Shell award is covered

NEVWVV YORK-Shell Oil Co. is
insured through Travelers Insur-
ance Co. for a $400,000 liability
award to a young man injured in
a gas heater explosion at a Shell
service station.

The award was made to Allen
Levine, 22, for permanent injury
to both legs. Mr. Levine's father
was awarded an additional $35,-

pPenses.

Travelers handles the first
$250,000 of Shell's liability cover-
age on a retrospective basis and
also the next $750,000 portion of
the primary layer.

Excess has been 100%
Lloyd's of London, but Shell is

currently in the midst of contract

with

renewal negotiations and a source

By RICHARD BJORKLUND

JEFFERSON CITY, Mo.-New laws go into effect
in Missouri today that require "minimutual” insur-
ance companies to file annual statements and subject
them to charter forfeiture if they write insurance in
unauthorized lines or out of state.

The new laws, adopted by the 75th general assem-
bly and signed into law by Gov. Warren E. Hearnes,
followed disclosures in Business Insurance that
charters of "minimutual” companies were being Used
to write worthless insurance policies on major risks
far beyond Missouri's boundaries. Missouri remains
the only state that does not require insurance de-
partment regulation of farm mutual companies.

A Federal official, meanwhile, told Business In-

surance that one "minimutual” operator collected
more than $6 million in premiums for worthless
insurance policies. He said this substantial premium
figure indicates that the "minimutual” was used to
write major commercial risks, often through legiti-
mate brokers and excess brokers. ( Other articles on
insurance frauds appear on pages 7 and 44 of this

issue of Business Insurance.)

FARM MUTUAL companies in Missouri are limit-
ed to writing fire and lightning coverages in their
home counties and adj acent counties, a limitation
that enables legitimate farm mutual companies to
provide needed coverages at low cost to farmers and
homeowners. In a series of articles that began last
December, Business Insurance revealed that a num-
ber of Missouri "minimutuals" wrote such coverages

as marine hull, fleet auto and liability in such

far-flung places as Ethiopia,

state.
Alfred C. Sikes, assistant attorney general of Mis-
souri, said the new laws will enable his office and
the office of the secretary of state to crack down on
"minimutual” operators who misuse their charters.
"One bill provides that the secretary of state can

certain violations of the terms of a charter, he can

going through a cumbersome court hearing,” Mr.

violated charter limitations.”

in four or five cases where it is suspected that farm

on the "wrong types" of insurance.

trace down long chains of charter transfers to deter-

abused.

revocation of the charter of National Exchange In-

served with the decree of dissolution.

required if the secretary of the state has evidence

stay within the limitations of the law." -

Aristotle Onassis pledges 100%

O0O0O from Shell for medical ex- Continued on page 50

Late news

Fire hits Sydney storage center

NEW YORK-A fire described as the "city's worst in 30 years"
swept through a storage center in Sydney, Australia, late last month
destroying nine sheds and damaging several others. Loss is expected

to be in "excess of $3 million," according to the Australian news and
information bureau here. Insurance details are not immediately avail-
able, although a source at AFIA noted: "We're on something there, but
we're not sure of the extent yet." Similarly, a source at AlU said that
they were involved, adding, "l think you'll find that most of the major
international underwriters have some of the loss."” The destroyed

sheds contained new automobiles, newsprint and other goods.

GE offers to eliminate group contributions
NEW YORK-General Electric, in the midst of the bargaining talks
100*r the International Union of Electrical Workers and the United
-Electrical Workers, has offered to eliminate the .9% contribution that
employes make toward their own group insurance coverage, effective
October, 1970. GE also proposed to do away with a $25 deductible for
hospital expenses and pay in full the first $500 of such expenses each
year, up from $225. GE's offer includes an increase in the pension
formula to a new base of $5 to $7.50 times each year of service at
age 65, up from the present $4.50 monthly minimum.

$22 million fire rocks Spanish refinery

MADRID-The Escombrers Oil Refinery in Cartagena, Spain, was
rocked by a series of explosions Oct. 1, causing damages of an esti-
mated $22 million. Tthe refinery, which produces 160,000 barrels of
crude oil a day, is 60 % owned by the Spansih government, 20 % own-
ed by Chevron and 20% by Texaco. Insurance is understood to be writ-
ten by Spanish companies with reinsurance in London and "nothing in
American markets," Business Insurance was told. The explosion is the
third worst in the history of the petrochemical business.

LONDON-Aristotle Onassis
has pledged 100% support for oil
pollution insurance pool, TOVAL-
OP, and lodged his full tanker
membership. Rival Greek ship-
owner Stavros Niarchios has been
coming in with his promises so
that his fleet is expected to be in
fully as well, though he is doing it
in stages of six or seven ships.

These indications of the tre-
mendous send-off to the pool
have now been given to Business
Insurance, which rightly antici-
pated (Sept. 15) that it would be
operating by the fall.

Administrative chief Arthur F.
Tripp Jr. will be flying to New
York near the end of October to
report individually to its Ameri-
can sponsors on the detailed fur-
therance of the plan, which be-

came officially effective world-
wide on Oct. 6.

THE SUPPORT from these
"majors"-Gulf Oil, Mobil Oil,
Esso Transport, Standard Oil of
California, and Texaco--repre-
sents nearly 9 million tons of
American tanker ownership, plus
the large tonnage under the two
British co-sponsors, B. P. Tanker
and Shell International.

But on top of this many other
American

independents have

come in to give it the boost to over
50 % membership of world tanker
tonnage ( 63 million tons) needed
to make it effective.

Business Insurance learned they
include Sun Oil Company, Phila-
delphia; Grand Bassa Tankers;
Cities Service Tankers; and Anglo-
Norness. Each is believed to re-
present between 100,000 and 250,-
00O tons, so that altogether U. S.
interests, including the sponsors,
cover 10 million tons.

However, it is thought at least
another 2 million tons of U. S.
tanker tonnage will be captured
once TOVALOP's success is spell-
ed out to thern.

THE EXACT figures will need
final checking in various ways,
depending on whether or not the
outstanding firms involved own
their tankers, or choose to have
them on time or bare-boat charter.

But most of the big tanker-
owning countries, with one nota-
ble exception, are now in. That
exception is Japan, which apart
from one or two small applica-
tions for membership, has chosen
to review the situation first.

So membership now includes
such countries as the U. S., Britain,
Greece, Norway (and other Scan-
dinavian countries), France, Hol-

land, Italy,
Continued on page 50

All in day's work,’

comp unit says

ALBANY-"It's all part of
the job," ruled the appellate
division of the state supreme
court, which gave a flat turn-
down to an Espicopal priest's
claim for workmen's com-
pensation.

The matter started on
Easter Sunday, 1966, when
Rev. Melville Harcourt, rec-
tor of St. Ann's Church in
Brooklyn, suffered a heart
attack while lambasting the
"God is Dead" theology es-
poused by the late Bishop
James Pike.

Rev. Hartley linked his
heart attack and subsequent
complications to emotional
trauma, caused by the "God
is Dead” movement.

The state supreme court
disagreed, however, uphold-
ing the decision of the Work-
men's Compensation Board
that the priest's "work activ-
ities did not involve exces-

sive stress or exertion.”



Familiar melody whistled at Philadelphia pariey

By STEPHEN GILKENSON

PHILADELPHIA-Members of
the Delaware Valley Chap:er,
American Society of Insurance
Management, who attended the
chapter's 12th annual conference
here the other day, probably came
away whistling "It Seems to Me
I've Heard That Song Before."

That, of course, is an oversim-
plification. However, generally
speaking one recurrent theme
was hammered home time and
again: The insurance industry to-
day is in difficult straits. More-
over, the problems are giving those
who depend upon insurance for
their livelihoods severe cases of
indigestion.

( It may be apropos to mention
here that the insurance industry
is not alone. The Philadelphia ho-

employees.

tels have problems as well. The
day before the conference, hotel
workers 2.alled a strike. ASIM
had to cancel luncheon plans at
the Sherabn, as well as be-
tween-sessiin coffee breaks. And
a men's w: sh room surveyed by
a Busi-le:s Insurance reporter was
rather mess/.)

WHILE THE LYRICS sung to
the Delaware Valley chapter may
have varied from those SLng to
others the melody remained the

More than one conference
speaker told the audience of
shrinking :nsurance capacity, of
the ;'disappearance of the rein-
surance marke:" and the "large
loss experience" suffered by
companies in recent years.

At least one speaker, however,

implored the insurance industry
to do something about it. "The
insuranze compan.es wpill have to
change, or the changes will be
made for them," :aid William S.
Mortimer, directcr of insurance
at Norton S.rnon Inc. in Fullerton,
Calif., End national Eresident of
ASIM.

Nonetheless, it was not a one-
sided E Zfair. Insurance company
representatives nEd their say.

RICHXRD MALCONIAN, as-
sistant vp and manager of the
special ilaims deNartmer.O at Lib-
erty Mutual Insurance Co., told
the gr. ip about the 'dramatic

changes in produets liability law"
since 1 - 50.

"I have no doubt that in a

number cf years products liabili-
ty suits will protably exceed au-

Retirement
on a fixed income

IS NO picnic.

Because employees don't want to retire on just a fixed
income any more than you do, we're now offering a
Variable Annuity option* under Pacific Mutual Life
Deposit Administration contracts for certain group
retirement plans that cover twenty-five or more

It provides income that reflects the
experience of a pool of investments,

*Not available in all states.

tomobile liability suits,” he said,
adding that he thinks the industry
has been "saddled" with excessive
responsibility for their products as
a result of recent court decisions.
"It used to be 'let the buyer be-
ware.' Now it's 'let the seller be-
ware,' " he warned ASIM members

attending.
"The

simple
speaker told the conference while
talking of causes of the current
dilemma in the industry, "seems
to be that rates have been inade-

answer, one

quate for some time."

LEO C. HARVEY, exec vp of
Fred S. James & Co., a Chicago-
based brokerage, said that infla-
tion has played a major role in
rate structures that are now in-
adequate. He also cited as no less
important a cause the large busi-

primarily common :tocks. Now we can take care of

employees who like to have the opportunity for
variab. e income along with their fixed income.

For althe details, see your broker or agent, or one of
our group representatives. Or write Ivan D. Pierce,
Direct or, Pensiin Sales, Pacific Mutual Life Insur-
ance Company,Pac- fic Mutual Building, Los Angeles,

California 9004

Pacific Mutual Life

The West's largest mutual life insurance company

ness interruption claims due to
current technology where loss of
the use of an ind ustrial item
can close a company's operation
for months. Recent sociological
changes were mentioned as well.
"The attitude now is to find
someone liable and then seek
damages," Mr. Harvey said.

"Why," the broker asked th6
audience, "do insurance compa-
nies go on losing money?" Be-
cause, he answered, investment
income has been good and has
offset underwriting losses, and
surpluses have increased.

"It's like the old story about
two insurance men who met on
the street. '"How's business, Har-
ry?' one asked. 'Well,' said Har-
ry, 'it's like sex. When it's good
irs real good. And when it's bad
it's still pretty good." "

SPEAKING
carriers at the conference was

Bradford N. Smith, chairman of
Insurance Co. of North America

FOR insurance

Corp.

Mr. Smith also menti6Gned the
dwindling reinsurance market
and told the audience, the de-
mand for same is "driving prices
up." However, the chairman not-
ed, "capacity is there. When an
insured will pay a company a rate
that will guarantee a profit, the
insurance is there,”" he said.

The afternoon conference ses-
sion was devoted to two panel
discussions, one dealing with com-
munications between risk manag-
ers, brokers and insurance com-
panies, the other with insurance
legislation.

Speaking at the former, Morris
Lloyd Jr., an assistant vp for Al-
exander & Alexander, said that
one of the problems the broker is
constantly faced with is "Ce™*fi:.

dential information.” He saice-

that for a broker to operate
effectively certain information
must be entrusted to him. When
it is not, he noted, the results can
be "downright drastic.”

ROBERT M. YOUNG, insur-
ance manager of Scott Paper Co.,
mentioned three ways in which
today's risk should
communicate: ( 1) to the broker
and underwriter, (2) to top man-
agement and (3) to the rest of the
company. Regarding the latter, he
emphasized, "you must sell the
merits of a good loss prevention
program to the company's em-
ployes."

The importance of good com-
munications was also echoed by
L. Robert Quillen, commercial

Continued on page 12
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The 1,000-foot S.S. Manhattan, on lease from Seatrain by Humble Oil, passed by Baffin Island before start-
ing its $40 million journey through the Northwest Passage.

Humble's
icebreaker
self-insured

NEVWW YORK-The S. S. Man-
hattan, on which Humble Oil and
Refining Co.'s hopes to navigate
the Northwest Passage rode these
past few weeks, is self-insured,
according to spokesmen for the oil
company.

"The Humble policy is to follow
a program of substantial self-in-
surance and that policy is being
followed in the case of the Man-
hattan expedition,” a source told
Business Insurance, noting that a
company the size of Humble and
its parent, Standard Oil of New
Jersey, finds it far more economi-
cal to self insure.

The value of the expedition to
flad a route through the deep

'Arctic ice to the oil-rich North

slope of Alaska has been placed at
close to $40 million by Humble.
The value of the ship, however, is
somewhat less than that. Asked if
the company is prepared to take
such a loss, the source said: "I

don't know if we're prepared, but
we will take it."

THE MANHATTAN is on two-
yvear lease from Seatrain lines
with an option to buy.

A spokesman for Seatrain said
that the line does not cover the
Manhattan with any form of in-
surance, not even products liabili-
ty. "When the ship was released
to Humble," he said, "they as-
sumed full responsibility.” He
noted that as with all vessels, the
Manhattan was inspected by reg-
ulatory bodies and had been de-
livered in top condition.

The Manhattan, which is the
largest vessel flying a U. S. flag,
had been chopped apart, strength-
ened, sharpened and lengthened
prior to its delivery to Humble.

The Manhattan reached her
destination, Port Barrow, Alaska,
Sept. 21. It has since departed on
the return voyage, via the same
route, and is expected back in
New York early in November.
However, the return trip is no less
treacherous, although the expedi-
tion has proved that the ice
(which reaches heights of 40 feet
above sea level and sometimes
dips as much as 100 feet below
the ship's waterline) can be navi-
gated.

"The passage that the ship
cleared on the way up has by now
frozen together again," a Humble

T r R=—a = =aicd _ -

Hayes made vp

Robert E. Hayes has been
named vp-group insurance San
Francisco for Metropolitan Life
Insurance Company's Pacific Coast
territory.
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Not quite enough to do the Job Neither B half a financial pro
gram Quite a few people ate hanging around, these days, with
plans that take them part of the way because their agents special
ized only in certain areas
But now, with the Employers Commercial Union Companies'
Full Spectrum Fina,icial Sert,ces to back him up the agent can
specialize  the easy way m all areas m his selling approach
We handle many of the details give him all the facts and the
tools he needs and provide personal support from Specialists 111
our many fleld offices m handling the tough ones
Let us help you sell the whole man the whole plan

FULL SPECTRUM FINANCIAL SERVICE . . is the concept of the future.

Canadian underwriters
hit bank savings cover

SAINT ANDREWS, N. B.-The
Life Underwriters Assn. of Cana-
da has taken a firm stand against
the sale of group life insurance as
an adjunct to bank savings plans.

This type of insurance covers
the life of the saver for the
amount of his savings goal.

According to LUAC, many of
these current group plans violate
the true principles of group insur-
ance. As evidence of these viola-
tions, LUAC cited the following
practices:

» The saver must apply for in-
surance coverage (it is not avail-
able to everyone in the group un-
til each shows evidence of insura-
bility).

- The saver must be inter-
viewed by a bank clerk after he

not subject to its regulations).

- Many banks do not have
the safety valve of convertibility
written into their group insurance
contracts (members of the group
cannot automatically convert
their group coverage to individual
insurance when they leave the
group without showing evidence
of insurability-at least up to age
65).

In a brief presented to the
provincial superintendents of in-
surance, LUAC criticized these
practices in the group insurance
field and requested the superin-
tendents' help in curbing them. -

Total. C hensive. All ing. It includes Life. C It d niari 1 1
PerSonaFlhancal Plaining., anditaaly all et nos of insurance, most Employers:Coninierial Union Companies

110 MILK STREET, BOSTON, MASSACHUSETTS 02107

of which are available world
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Herbert Miller has
this little fixit shop

IN OKinawa.

Herb and about 2,700 others,
that is, in places like Ger-

many, Japan and Libya. selling an executive jet to an
They make up Dynalec- Arab sheik, or supplying the
tron's field team services, re-
pairing shot up, shot down or ); 94 pﬁQQﬁﬁSihﬁLiﬂQl&b@afw qudﬁ
just plain shot aircraft. the battle against air pollution.
This unique repair force Needless to say, we've really
makes house calls all over the got to run to keep up with a
free world. Dynalectron also policyholder like this. Their un-
supports missile range opera- usual problems tax us to come
tions and provides maintenance up with creative insurance solu-
and training services for NASA. 4 tions. It keeps us hopping, but
And that's just one side of we think insurance ought to
Dynalectron, headquartered in *, work for a living.

Employers Insurance of Wausau
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Managing your money

Custodian accounts for kids have

many attractions but some pitfalls

NEVWW YORK-For the man who
foresees bigger tax bites, setting
up custodian accounts for children
might prove an effective remedy.
It's one way to get income away
from yourself and into investments
that can throw off lightly taxed
dollars.

What you do is place some of
your savings or investments into a
custodian account for a youngster
—accumulate a fund until he
reaches 21-and you will not have
to pay an income tax on the earn-
ings.

But that's only part of the sto-
ry. Through the custodian device,
a child can pick up as much as

$900 in tax-free income each
vyear. (And if the account is in-
vested in securities, there is an
extra $100 exclusion). This comes
about because of the $600 per-
sonal exemption plus $300 mini-
mum standard deduction. And re-
member, you still get to keep
your $600 exemption for your
child, while you continue to sup-
port him.

THE LATE Senator Robert
Kennedy like the idea so much
he set up separate custodial ac-
counts for his then ten children.
He set aside assets in their re-

spective namea ( with himself as

custodian), established at least
$9,000 in additional exemptions
and deductions, and splintered the
tax (if any) on the transferred
property, ten ways.

Still, there's a tax hazard to
such custodial arrangements. If
you se: up the deal and you die
before your children get to be 21,
the property that you have given
away can be durnped into your
taxable estate. That's what hap-
pei*d w Sen. Kennedy.

Of course, had he made his
wife, Ethel, the custodian, the es-
tate tax on the custodial property
would have been eliminated. But

who can tell who will be first to

go-the husband or the wife.
Chances are, it will be the hus-

band if we follow the statistical

averages.

GENERAL BUSINESS condi-
tions and current developments.
These are the two chief stock
market indicators, say Wall Street
experts.

If the business cycle is on the
upswing, usually the stock market
will reflect an upward movement.
Conversely, if general business
conditions falter, so too will most
stocks.

Here are two specifics to watch
in the next several months, say
the experts: Inflation and how it
will be controlled and a break in
the peace talks. If we see definite
signs in business statistics as they
relate to inflation or a change in
the military setup in Vietnam,
Wall Street insiders predict a def-

inite upturn.

Canyourcompany
profitably set up

its own
company?

iNsurance

Even though we're best known as brokers, J&H

has also helped organize and manage captive

insurance companies forover 20 years. Therefore,

we're in a position to give you not one, but two

answers to the question of owning your own

insurance company: "Yes." And "no."

This is neither facetious nor flippant. To

meet the particu ar needs of some clients, our

answer has been "yes." We have then helped to

organize and have often aided these clients in the

management of their insurance companies.
In other cases, our evaluation has indi-

cated that setting up a captive company is not in
the client's own best interests. So we have de-

vised another, and better, solution. We have no

special axe to grind.

To us as brokers, a captive company is

simply one more way to handle a corporate insur-

ance program. We examine every aspect impar-

tially. Objectively. In the light of your industry's

insurance needs. And in the light of achieving

maximum profitability for you.

So whether it's "yes" or "no," you can

be sure of one tting: Our answer will be based

solely on what is cemonstrably best for you.

Our app'oach as insurance brokers and

employee benefit consultants has one aim -

protecting your profits.

Johnson& M., a

In major cities in the United States, Canada, around the world, and at 63 Wall Street,

ew York./

gins

YOU CAN DEDUCT your con-
try club dues, dinners, and other
expenses if-r-and it's a big if-
you meet certain Internal Revenue
tests.

First, IRS says, you must use
the club facilities more than half
for business. Anything less won't
do. In other words, you must be
able to itemize just how many
days you spent at the club and
whether you use the club for
business or personal purposes on
each of these days. If more than
50 % of the days were used for
business, you've passed the first
hurdle.

Once you've satisfied the 50 %
test, it doesn't mean you can write
off your entire country club costs.
You can only deduct that portion
of your club dues "directly relat-
ed" to business. For instance, if
you've used the club three quart-
ers of the time for business pur-
poses, you won't necessarily get a
75% deduction. You must still
show the percentage of your ex-
penses at the club that went for

business use.

IT'S NOT unusual for business-
men to make Christmas gifts to
doormen, elevator operators and
others. And, of course, it's just as
common to expense off these
items. But it's quite another thing
to make these deductions stick, as
one taxpayer discovered.

Newi was a salesman of televi-
sion time for the ABC network.
At Christmas, he gave an average
of $10 each to delivery boys, ele-
vator operators, doormen, etc.-a
total of $160 in all.

The Tax Court denied the de-
duction since Newi failed to show
that the tips were helpful and
appropriate-or indeed reason-
ably related to his selling activities.
In other words, they were not
ordinary or necessary business

expenses.

No matter what incentive plan
a company may offer its top
brass, every executive, salesman,
etc., runs headlong into the same

to keep? What's the "net after tax-
es"?

As a result, companies are con-
stantly seeking new benefit pack-
ages that will do the most good for
individual employes. Some com-
panies are even willing to offer a
choice of benefits tailor-made to
the individual's needs-e. g., insur-
ance, savings plans, stock, cash
(immediate or deferred). In some
cases, the savings plan includes a
mutual fund selection.

The new development in incen-
tive pay-known as the "cafeter-
ia" approach-will soon take on

Still another wrinkle. Benefit
choices will be made through
computer. programming. For ex-
ample, let's say Mr. Executive is
up for a $10,000 bonus. The com-
puter will test the various ways to

which he can put that $10,000 to

best use. It. will show him what
these choices will mean in actual
after-tax payout. In effect, the
computer will.reveal whether it's
better to take the cash now or
later-whether it's better to take
it in company stock or perhaps
put it in the mutual fund of his
choice. Thus, the company will be
able to stretch Mr. Executive's
bonus benefits at no additional cost
to it.

Marcus award

William L. Frigon, director of
insurance and safety for Hennis
Freight Lines Inc., Winston-Sa-
lem, N. C., has been named win-
ner of the 1968 Marcus A. Dow

Award by the National Safety

Council.



Indict 7 linked with Nassau business insurer

By THOMAS LUTZ

ANCHORAGE - A Federal

12-count indictment against seven
people who organized or repre-
sented a Nassau, Bahamas, prop-
erty and liability insurance com-
pany specializing in-among other
things-marine and aviation cov-
erage for corporations and busi-
ne&ses.

The company, British Frontier
General Assurance Ltd., has writ-
ten coverages in every state in the
U.S. but one without being au-
thorized and has neither assets
nor reserves, according to the in-
dictment and Federal officials.

The seven persons are charged
with mail fraud, it was learned,
after the grand jury kept its find-
ings secret for more than a
month. Since, then, Business In-
surance was told that the indiet-
ment is part of the far-reaching
investigation by postal authorities
into wide-spread crirninal infil-
tration into the insurance indus-
try.

THOSE INDICTED were James
Leslie Leslie Ladd ( also known as
James Olson); his wife, Violet
Ladd (a.k.a. Viola Olson) ; Cecil
Wilbur Lynn (a.k.a. Bill Lynn);
Marvin P. Curry; Charles M.
Kruthamer; John A. Sanderson;
and Richard Peil.

All seven have been taken into
custody or voluntarily appeared
before Federal district courts in
various parts of the U.S.

Six are free on bonds, and the
seventh, Richard Peil, was taken
to a Federal detention center in
Arizona in lieu of a $100,000 bond.

Each defendant faces a maxi-
mum penalty on each of the 12
counts of five years in Federal
prison and $1,000 in fines, if con-

victed.

BRITISH FRONTIER General
Assurance Ltd. has underwritten
considerable corporate and busi-
ness risks. According to Federal
officials, the company sold $10
million of "woefully underpriced”
coverage since its inception in
January, 1966. The figure cited
represents premium volume, not
coverage limits, and is consid-
ered "highly conservative" by at
least one authority.

In the Alaskan area of Kodiak
alone, it was learned, $50,000 in
premium coverage was written on
20 risks. Marine coverage in Alas-
ka was sold by representatives of
British Frontier for 5 % of insured
value; normally such risks are
rated at between 8% and 14% of
insured value.

The indictment alleges that the
defendants falsely claimed that
Republic National Mortgage Corp.
delivered to British Frontier trust
bonds valued at $1.75 million.

It also charges that the Nas-
sau-based insurer and the defend-
ants claimed that a trust account
had been established in the U.S.
for American policyholders, but,
in fact, one had not.

THE INDICTMENT  alleges
that:

- James Leslie Ladd was des-
ighated as president of British
Frontier, Cecil Wilbur Lynn vp
and Violet Ladd secretary-treas-
urer, and that all three are direc-
tors of British Frontier.

. The defendants

operated
James L. Ladd Inc. insurance
agency at Las Vegas to defraud
corporations, businesses and indi-
viduals.

< A checking account in the
name of British Frontier General
Assurance Ltd. was opened at the
Bank of Las Vegas and that
James Leslie Ladd was the au-

thorized signature for the check-
ing account.
. Another account

checking
was opened at the First National
Bank of Navada, Las Vegas, in
the name of James L. Ladd Inc.
and that James Leslie Ladd,
again, was the authorized signa-
ture of that bank account.

_AN brokerage account at
Eastnnan, Dillion, Union Securities
& Co., Las Vegas, was opened and
that, once again, James Leslie
Ladd became the person designat-
ed to authorize transactions.

. As of August 1, 1967, the
defendants circulated a phony
financial statement concerning
the status of British Frontier to
insurance agents and brokers to
induce them to sell insurance for
the Nassau-based insurance oper-

ation. (This particular charge,
Business Insurance was told, is a
relatively new twist in the prose-
cution of mail fraud in connection
with insurance. It involves, among
other things, the attempt to prove
that assets and reserves of an in-
surance operation are not what
the operators crack them up to
be.)

THE INDICTMENT also

charges that James L. Ladd en-
tered into an agreement with de-
fendant John A. Sanderson in
which the latter sold insurance
for British Frontier as Sanro Inc.,
at Phoenix, Ariz.

As part of that agreement, San-
ro deposited premiums received in
a Phoenix bank account and sent
cashier's checks payable to British

Frontier General Assurance Ltd.
to James Ladd at Las Vegas, ac-
cording to the indictment.

British Frontier policies suppos-
edly issued by Sanro from Phoe-
nix-which, it was learned, num-
bered many of major significance
-were, in fact, initiated, conduct-
ed and directed by James Ladd
from Las Vegas, it is charged.

And finally, the defendants are
accused of pocketing premiums
and not paying claims. According
to the indictment, "It was further
part of the said scheme and arti-
fice to defraud that the defendants
would and did deposit and cause
to be deposited, money and checks
received in payment of insurance
premiums and protection, as a re-
sult of the scheme and artifice
having been so devised, into bank

Here's how to tie together
your International Risk Problems

1 _— -1 1 1

accounts and a brokerage account
opened for that purpose and from
there would and did convert and
cause to be converted to their
own benefit and use money and
checks, then and there well
knowing that it was not being
used to provide the insurance
protection and coverage as repre-
sented.”

THE 12 COUNTS of the indict-
ment evolved out of allegedly il-
legal correspondence between
James Ladd and Thomas Sweeney
of Trinity Insurance Co., a Ko-
diak, Alaska, insurance agency.

Mr. Sweeney is not named as a
defendant in the indictment be-
cause he was found to be unaware

Continued on page 56

If One Company Can Serve You Best Both Here And Abroad, Doesn't It
Make Sense To Consolidate All Coverages-Domestic And Foreign-There?

If you can't answer YES to this question. you haven't investigated the international underwr|t|n?
facilities at Chubb & Son Inc. which are designed to meet the new insurance demands of the mu

tinational corporation. Think of the advantages created when global

olicies are combined into

a centralized insurance program. Chubb's International Division is a farge capacity market spe-
cializing in exactly such programs. Let us show your broker or agent the many benefits of using
a single carrier for your coverage both here and abroad.

CHUBB & SON INC. UNDERWRITERS
Subsidiary of The Chubb Corporation, 90 John Street, New York, N.Y. 10038
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ASSETS in CANADA??

When in Canada do you do as the Canadians do?

Believe it or not but some companies with heavy investments in Canada allow them to be
protected from afar. They have not yet realized the advantages of dealing with local firms.

It goes without saying that anyone who invests in the Canadian economy hes a right to a fair
return on their investment dollar. The same applies to their insurance premiums.

We suggest that E. A. Whitehead Itd., a Canadian insurance brokerage house is better
equipped to assist in the realization of a fair return on the premium dollar.

E. A. Whitehead Itd. has been in business in Canada for over seventy-six years. It is owned
and managed by a relatively young, aggressive and experienced group of Canadians with
branches across the country. They also do business at the international level and have access to
virtually all leading world insurance markets.

To find out how really useful they can be why not write, phone or telex:

E.A. Whitehead Limited,

Vice-President Production,
Suite 950,

Place du Canada,
Montreal 101, P.Q.

Telephone: 514 878 4331
Telex: O1 26461

INSURANCE Branches: Toronto, Calgary, Vancouver. Whitehorse (Yukon)

SINCE 1892

Keeping your fingers crossed

Is apoor substitute forinsuring
your overseas orcoastal shipping

with Fairfield & Ellis.t,4*

State Street Bank Building, 225 Franklin Street, Boston.

New York. Montreal.

Associate OBices-world-wide as members of Insurance Associates an international brokeroge facility.

Info for Buyers offers ma-
terial that Business Insurance
believes will be of value to
its readers. The complete
name and address of each sup-
plier of information is listed
so that readers can write di-
rectly to the publisher, simply

saying that they saw the item
in Business Insurance.

Readers are invited to sub-
mit items for inclusion in this
column. A sample of the lit-
erature should be sent to:
Info for Buyers, Business In-
surance, 740 Rush Street, Chi-
cago 60611.

. Building Codes, Their Scope
and Aims is a booklet prepared
by the engineering and safety
department of the American In-
surance Assn. It traces the de-
velopment of building code con-
cepts from the Babylonian era to
the present and also discusses
fire prevention, detection and ex-
tinguishing. Suggestions for
stricter enforcement of existing
codes are also made. The illus-
trated item is available for 20¢
from the association at 85 John

St.,New York, N. Y. 10038.

= The Chamber of Commerce of
the United States has released a
72-page book telling businessmen
how to detect organized crime in
their own companies. Desk Book
on Organized Crime points out
the symptoms of organized crime
techniques and suggests what
businessmen can do to combat
them. The book gives details on
how to fight dummy or fraudu-
lent associations, gambling, labor
racketeering, loan sharking, mo-
nopoly and coercive competitive
practices, illegal uses of stocks,
bonds. credit cards, and illegal
takeover of a legitimate business.
For a copy write the news de-
partment of the Chamber of
Commerce of the United States,

1615 'H" St., N.W., Washington,
D. C.

- A four-page, illustrated bro-
chure on Data-\VVault, Walk-In
Computer Media VVault is avail-
able from Data-American Equip-
ment Co., 333 N. Michigan Ave.,
Chicago, Ill. 60601. It explains
the need for vault protection of
computer tapes against fire,
steam, explosion and flood. The
new vault protects tapes with a
temperature less than 140°F. for
at least six hours in a fire expo-
sure equal to the American
Standard Time and Temperature
Test reaching 2,250°F.

. Effects of Sonic Boom is a
174-page book recently published
by Dr. J. H. Wiggins Jr., who
heads his own firm of consulting
researchers and professional en-
gineers. The book is a synthesis
of information and data resulting
from various sonic boom over-
flight test programs and other re-
search in that field of interest.
The book sells for $16 and is
available from the author at 2516

Via Tejon, Palcs Verdes Estates,
Cal. 92074.

< National Automatic Sprinkler
and Fire Control Assn. Inc. has
released Automatic Sprinklers in
Building Codes, a 16mm, color,
sound film. Narrated by Lowell
Thomas, the film is directed pri-
marily toward building officials,
architects, engineers, fire preven-
tion officers and urban renewal
planners. The film details the
basic principles of building codes
and the part that automatic

sprinklers play in providing fof
maximum public safety, design
flexibility and reduced construe-
tion cost. Copies may be pur-
chased, directly from the associa-
tion at 2 Holland Ave., White
Plains, N.Y. 10603 for $110 per
print. Or you may contact one of

the 28 nation-wide offices of

Modern Talking Picture Service

Inc.

- Three informational items are
available from the Council of
Profit-sharing Industries, 29 N.
Wacker Dr., Chicago, Illl. 60606.
COPSI describes the three basic
services of the council: legal and
legislative, communications, tech-
nical. Profit Sharing and How It
Can Help You! details the
growth in the number of U.S.
profit-sharing plans, reasons be-
hind this increase and its effect
on the national economy. Setting
Forth Some Essential Facts to
Consider either in Reviewing an
Existing Profit-sharing Plan or
for Establishing a New Plan is a
12-page worksheet prepared by
the council and can be adapted
for use by any business. These
items are free on request.

= Information on the Reid Re-
port is free from John E. Reid
and Associates, 600 S. Michigan
Ave., Chicago, Ill. 60605. The re-
port was developed for use as a
written examination in conjunc-
tion with or in place of poly-
graph (lie detector) tests in
screening employes for jobs ne-
cessitating a high degree of hon-
esty. The initial information ex-
plains attitudes toward honesty
and application of the report and
contains comments from various
companies that have used it in
hiring employes.

. Fire Foil, a fire-retardant
paint, has been introduced by the
Valspar Corp. The paints insulate
coated surfaces through the
process of intumescence, a chem-
ical reaction forming tiny cells
on top of the surface when ex-
posed to temperatures of about
400 degrees or higher. Fire Foil is
available in alkyd flat and
semi-gloss and in a range of dec-
orator colors. There is a possibili-
ty of lower insurance premiums
as a result of the greater fire
protection provided by this type
of paint. For more information
on the product contact William
R. Cahill at the corporation,
Rockford, Ill. 61100.

< Camerz Surveyor automatic
hold-up cameras are available in
35mm and 70mm for use in fi-
nancial, retail, industrial and other
types of installations for protec-
tion against robbery, theft, pil-
ferage and unauthorized entry.
The cameras offer a 65 degree
angle of view, a stop-action shut-
ter, and may be set to run only
while a special switch is held.
They may also be used in con-
junction with hold-up alarm sys-
tems. A specification sheet is free
from Photo-Control Corp., 5225

Hanson Ct., Minneapolis, Minn.
55429.

- Card Key Systems, 901 S. San
Fernando Blvd., P. O. Box 589,
Burbank, Cal. 91503, has pub-
lished its product catalog CC-6-
69 containing information on se-
curity lock access-control sys-
tems and machine readable cre-
dentials. The six-page illustrated
brochure describes the two ele-
ments of the system-a Card-
Key identification card that acts
as a magnetic key, and a Securi-
ti-Lock, which is magnetically
actuated by the card.



. Don't Be Half Insured is of-
fered free by Lansing B. Warner
Inc., 4210 Peterson Ave., Chicago,
Ill. 80646. The literature is direct-
ed toward the corporate insurance
manager and discusses inflation's
effects and the subject of coinsur-
ance. Write the company in care
of Russell K Hedborn, marketing

manager.

= Information Management for
Financial Industries is a 10-panel
brochure from Moll Associates
that explains how information
management tecniques can help
a firm use all its data to best ad-
vantage. All the techniques men-
tioned are geared toward making
data relevant and useful in terms
of realizing corporate goals. For a
free copy contact Moll at 372
Main St., Watertown, Mass. 02172.

= Museums and businesses that
display items such as painting,
sculpture, gems, stamps and coins
can obtain information on the Ex-
tra Sensory Perceptor from the
United States Research Corp.,1920
"L" St., N.W., Washington, D. C.
The ESP is designed with all solid-

state circuitry to assure reliability

and minimum maintenance. It
contains are changeable emergency
battery unit in case of an AC pow-
and auxiliary connections are

available to fit individual needs.

e An eight-page item of interest
to captive insurers, self-insureds,
brokers and consultants has been
offered by Eastman Kodak Co.,
Business Systems Markets Div.,
Rochester, N. Y. 14650. Informa-
tion Systems for Insurance Com-
panies explains the use of micro-
film systems for effective, eco-
nomical information management.
The item is free on request.

. Guide to the Prevention of
Fuel Explosions for Gas- and
Oiil-fired Boiler Furnaces is a
booklet produced by Kemper In-
surance Cos. It makes recommen-
dations for safety supervisory de-
vices designed to eliminate many
hazardous conditions and to effect
a fast shutdown of equipment
when a hazardous condition does
exist. The recommendations are
for boilers having steam capacities
generally not exceeding 200,000
pounds per hour. A free copy of
the guide is available from the
Combined Property Dept., Kemper
Insurance Group, 4750 N. Sher-
idan Rd., Chicago, Illl. 60640.

- The American Telephone
Alarm is a free brnchure explain-
ing the security reporting system
developed and manufactured by
A.T.A. Control Systems Inc., 980
W. 84th St., Hialeah, Fla. 33014.
The alarm can be programmed to
call authorities in case of burgla-
ry, fire, nnedical ennergency or
equipment failure. Added protec-
tion for situations such as hold-
ups can be obtained by a pocket-
sized remote control or hidden

buttons.

- A compact, self-contained
fire-protection system, about the
size of a portable television, is
now available from Fenwal Inc.
the new FIREPAC system is
adaptable to the protection of
personnel working in confined
areas (such as bank vaults, labo-
ratories or libraries) or for use in
areas where equipment, docu-
ments or furnishings of high val-
ue are concentrated. The fire ex-
tinguishant Freon FE 1301 does
not damage papers, furnishings or
electronic equipment. The unit
can be used singly or in connec-
tion with other units and has its
own fire detectors. Each unit can
protect 1,500 cubic feet of space.
For information write FIREPAC,
Fenwal Inc., 400 Main St., Ash-
land, Mass. 01721.
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Doctors need malpractice headache cure

SAN FRANCISCO»-Cost of
malpractice insurance fr doctcrs
continues to "skyrocket, witness-
es testified here at hearings by
the state senate judiciary comm:t-
tee into medical malpractice
problems.

State senator Donald L. Gll_n-
sky (Watsonville-R.)said r.is
committee will "take a very seri-
ous look at the way in which the
state's doctors have to get mal-
practice insurance.

"The ability or inability of dce-
tors to get such insurance,” Mr.
Grunsky said, "has created a
number of serious social prcb-
lems.”

THE COMMITTEE hearir..:s
had been told that in Northern
California one company. Amen-

'Providing good insurance protection

can Mutual, handles almost all
such insurance and in Southern
California one brokerage, the Net-
tleship Co., does most of the busi-
ness there.

"The testimony we have re-
ceived,"” Mr. Grunsky added,
"shows clearly the inherent evils
in such an arrangement. Some
doctors, because the companies
consider them uninsurable, are
driven out of the medical field.
Others leave practice because of
the high premium cost.

Witnesses had testified that
doctors will not testify against
other doctors; doctors are victim-
ized by lawyers; insurance corn-
panies are victimized ty juries;
patients are taking advantage of
the statute of limitations; doctors
cannot afford malpractiue insur-

ance; and patients are charged
more by doctors to make up for
the high premiums.

JAMES KING, Northern Cali-
fornia manager of the malpractice
d.vision of American Mutual In-
surance, told the Committee that
premiums have gone up 129% in
the past 11 years "and we are still
1c sing money in this area of in-
surance"

As the Committee concluded its
hearings, superior court judge
Andrew J. Eyman set aside State
Board of Medical Examiner rul-
ings against four Bay Area doc-
tcrs found guilty last year of per-
forming allegedly illegal thera-
peutic abortions.

The doctors had all been ac-

cl-sed by the Board of performing

for our multiple-location business

IS no simple matter. American Mutual,

abortions on women who had suf-
fered from German measles dur-
ing their pregnancy.

Judge Eyman ruled the board
acted incorrectly in punishing the
doctors with 90 day suspensions of
their medical licenses conditional

on one year of good conduct. -

Investment service bows

AN investment service to meas-
ure the performance of large
numbers of portfolios on the
"unit basis" has been developed
by R. Shriver Associates, Den-
ville, N.J. Called "portfolio sys-
tems," the service also gives port-
folio managers information on tax
costs, yields, current market val-
ues, annual income estimates and
diversification percentages for both
bonds and common stocks.
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since 1949, has consistently matched
our expansion with top coverages
and top service.”

Workmen's Compensation - Fire - Liability - Crime - Group Insurance - Auto - Home - Life -

Edward G. Watkins, President
Simplex Time Recorder Co.
Gardner, Massachusetts
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following the hinds

Zinbarg, Dreher debate advisability
of stocks, bonds in pension portfo/ios

The following is a question-and-
answer sesson at last month's Nat-
ional Foundation of Health, Wet-
faTe & Pension Plans confe-ence
in New York. Fielders of the
questions are Edward D. Zin-
barg, up and chief econimid at
Prudential Insurance Co. of Amer-

ica, and William A. Dreher, vp,
at A. H. Hansen Inc.

Question: If stocks are going to
have a higher return than tol'tds
why not just buy stocks?

Mr. Zinbarg: Well | think that

is what has been happening; more
and more trustees and investment
managers have been saying why
should we buy bonds? | think you
have to have a very high aver-
sion to risk to keep large percent-
ages of money in t onds. But if for
example you wer€ to put :he
probability cf a ma: or depression
at higher than | would put it then
I could very well see why you
wculd buy bonds and that is the
only kind of answer | can give.
Mr. Dreher: But i. is clear from

my wcrk with trustees and as

reflected in the comments we
have made this morning that your
funds are in a much beter posi-
tion tc ccept the risks of equity
investment than had :n the past
been csr) aidered appropriate.

But we have got a special set of
circumstances today when you
have short virtually guaranteed
five and ten year rates of return
on bonds in the 7% to 8% area
which produces a very awkward
decision if you look Eit expecta-
tion E on equities in the 9%, 10%,

11% area.

The range is relatively narrow
in terms of the investment being
made today. Long term the range
is widel and the decision is easier.
To me one of she significant dis-
advantage of tond investment in
the climate we have had for the
past ten years is the relative illi-
qu.dity of those investments and
the fact that they have proved to
be reia:ively | olatile investments
with market values changing sub-
stantially contrary to the some-
what innocent assumption that
many had made about such in-
vestments.

Mr. Zinbarg: It is precisely be-
cause more an i more people are
seeing less and less reason for
inves.ir.g in mo-tgages and bonds
as oppcsed to common stock that
I -.hink the threat of controls is
as grea: as it is.. In other -words if
the private mechanism doesn't

produce bonds and

nnortgage

- money on wh_ch the economy

runs we may well get into the

If your Employee Benelit Plan isn't also a Company Benefit Plan, something's wrong. It's not
being managed as effectively and imaginatively as it could be.

Our goal in managing pension fund money is to make all ol it grow. Not just the
equity portion. To do this, we abandon many of the traditional forms of fund management
and work within a framework of prudently balanced risks and rewards.

Example: We believe a pension lund should be balanced by straight bonds, only if
they represent an attractive investment alternative. In the past several years, our policy of
substituting convertible debentures and certain common stocks of companies with moder-
ate but stable growth has benefited both our client companies and their employees.

We have a sound history of investment management coupled with a progressive,
flexible, current investment policy carried out by olficers who are young, aggressive and
last-acting. Why not talk more about it with our Mark Saulnier, V. P. in charge of our Em-
ployee Benefit Trust Group, at (212) 530-1351.The Bank of New York The bank that manages

benelit plans.

The Bank Of NewYork. The bank that manages money.

Main Office 48 Wall Street, New York, N. Y. 10015

A member of The Bank of New York Company. Inc.

Member Federal Defosil Insurance Co-poratio-

situation where the government
forces pens io n funds, savings
banks, life insurance companies or
what have you to put money into
those areas. That is what gives me
such great concern, the very fact
that everybody says why should
we buy bonds.

Question: In view of the dollar
size of some funds is it foresee-
able that we will have government
control on tax or investment re-
turns? There are a few of that
nature, the likelihood of taxing
the returns or taxing the pension
funds themselves.

Mr. Zinbarg: Well, as | have
indicated, | think there is a sub-
stantial possibility and we are
seeing it already. As | understand
it the House ways and means
committee tax reform bill pro-
vides for a lower tax on, for ex-
ample, mutual savings banks and
savings and loan associations
which invest X percent of their
money in residential mortgages
and a higher tax for those institu-

tions that invest a lower propor-
tion of this.

| don't know whether the root
of control would be tax or subsi-
dy. You can have a carrot; you
can have a stick. But | think we
have got the makings of this kind
of control already and it is not
difficult at all for me to visualize
a possibility that the government
would say if you want your pen-
sion fund to remain tax exempt
then it has to meet such and such
asset distribution requirement. It
is not difficult to envision that at

all.

Mr. Dreher: Well, there is an-
other straw in the wind to the
same conclusion that the tax re-
form bill to which you mention
provides for a change in the capi-
tal gains treatment of lump sum
distributions for qualified pension
funds. My own guess, though, is
that the nature of these funds es-
tablished through labor-manage-
ment collective bargaining process
gives them quite a considerable
insulation against some of the pos-
sibilities for either taxation of the
change in the tax basis of contri-
butions as they go in or a change
in the tax status of investment re-
turn.

Certainly though if this becomes
a material factor or becomes real-
ity it will have a bearing on the
way in which investment perform-
ance can be interpreted. Of course
it undoubtedly would influence in-
vestment policy.

Question: If Guns and Butter
inflationary society is going to
have a higher return on common
stocks than the normal one, why
is it that in the recent period the
stock market has gone down?

Mr. Zinbarg: | think the answer
to that is quite clear and that is
that the new administration has
indicated quite clearly that it is
going to or try to change Guns
and Butter to oleomargarine and
that is what the stock market is
reacting to.

We are moving away from
Guns and Butter inflationary ap-
proach and the market had pre-
viously been built on the assump-
tion of continuing inflation and it
is starting to question that as-
sumption. | think that it should
question that assumption because
| think that continuing high infla-
tion carries a much lower proba-
bility than moderate inflation and
we are seeing that readjustment.

Question: | have one for our
speakers. The implications of a
5 % return on bonds suggest that
if you buy a bond today at 8%,
and then it yields 5 % in a year or
two, the price will have gone way
up and no matter what sort of
accounting you are using, this un-
doubtedly has helped pension
funds a great deal.

On the other hand if you buy a
stock which presumably will have

Continued on page 58
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first two years.
y years three, four and Ave. . jxth through tenth years.

f IN]/'Ilats the news in Group Pensions: guaranteed interest,
Guaranteed interest p|us imaginative benefit planning.
Guaranteed interest plus the creative ideas of skilled,

experienced pension designers.

Guaranteed interest plus the flexibility it takes to meet
your organization's unique requirements.

For an imaginative pension plan created exclusively
for you-and guaranteed interest, too-get in touch with us

at INA-Life today. Call your local INA Agent or Broker or the

INA Service Office in your area. Or mail the coupon now.
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linsurance 'first order of business;
says Gurash, INAs chief executive

PHILADELPHIA-INA Corp.,
in spite of its moves to diversify,
still considers a profitable insur-
ance operation its "first order of
business," in the words of John
T. Gurash, the firm's new chair-

man and chief executive officer.
Mr. Gurash, 59, succeeds Brad-
ford Smith Jr. as the top man at
INA. Mr. Srnith, who retires Nov.
1, will continue to serve the com-
pany as a director and a member

of the executive committee.
"Look," Mr. Gurash told Busi-
ness Insurance, "here are few

things you can do in the way of
diversification in a reasonable

A - -

span of time that will have any John T. & h
onn - uras

impact on earnings to overcome a

bad insurance year. vinced of is that we are in the

"One of the things I'm con- insurance business in a big way

Do you know
MICHIGAN

MUTUAL

offers big
savings

to companies
with a

low A.Q.7?

A low workmen's compensation A.Q.-that's low
Accident Quota-is a measure of sound manage-
ment. A clear-cut indication of a sound plan for
preventing on-the-job accidents and injuries.
And follow through.

If you're enjoying savings from a low A.Q.,
chances are Michigan Mutual is already writing
your workmen's compensation insurance and

helping you to maintain your record.

Sure we're selective. Additionally, our under-

writers are trained to recognize potential im-
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**SMICHIGAN MUTUAL
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and we always will be."

MR. GURASH disagrees with
those who hold that the conglom-
erate's entry into the insurance
field will result in less insurance
capacity. He maintained that con-
gomerates-and he didn't deny
that INA Corp. might some day
become major one itself-would
"not necessarily mean less capac-
ity bu: more emphasis on profits
because of the single ownership
that demands performance. | see
nothing wrong with tha:."

Mr. Gurash, who came to INA
from Pacific Employers group
when the two insurers merged in
1965, indicated that INA will be-
come a bit more choosy in the

lines it underwrites. He said the

ESYN

1 J°

—1 - - - -

insurer plans to "taper down
some of our activities in personal
lines in the bad rate states”™ and
"Zzero in where we can make
money."”

INA writes roughly twice as
much commercial business as
personal business, Mr. Gurash
pointed out, "and yet we have
some of our biggest problems in
commercial from an underwrit-
ing loss standpoint.” However, "I
have confidence in our ability to
do all right in the commercial
area because it's more flexible.
We can control pricing.”

Mr. Gurash admitted that the
capacity squeeze was "the most
difficult problem of all,” but he
said that the problem is "often
confused." People, he noted, talk
about the difficulty of getting
enough capacity to insure per-
sonal automobile lines. "You can
get all the new money you want
for that,” he said, if the price is
right.

BUT INSURING the big new

provement. Through ou- specialized safety coun-

seling, many companies with average accident

records have lowered tieir A.Q.'s and cut insur-

ance costs.

Over a half century of underwriting, safety coun-

seling, rehabilitation and claims know-how; a

solid record of dividend performance and pros-
pects for a reduced workmen's compensation rate
-that's what Michigan Mutual has to offer.

Interested?

Compaq

Home Office: Mutual Building-Detroit, Michigan 48226
Regional Offices: Detroit, Grand Rapids, Indianapolis, New York, St. Louis, St. Petersburg
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747 jumbo jet is a different story,
Mr. Gurash stated. "I don't think
it's particularly a pricing insur-
ance problem so much as a total
economic problem.

"If the exposure on a 747 is
$150 million, where can we mar-
shall the resources for that? |
don't think any one insurance
company can solve this. It's a
very difficult problem.

"We are willing to take a
chance up to $10 million for a
premium of $10,000. If all the $10
millions available don't add up to
fulfill the needs of the aviation
industry, | don't know where we
can go from there. I'm not sure if
this would signal government in-
tervention," Mr. Gurash said.

The new INA Corp. chief exec-
utive said he has "done a lot of
thinking about the climate in
which we live"-a society capa-
ble of producing great technolog-
ical gains but also capable of pol-
luting our rivers and streams.

Mr. Gurash said he "emphati-
cally agrees with the stance INA
has taken to deny most liability
coverage" for damages arising
out of contamination or pollution
of land, air, water or other real
personal property.

"These are not insurable expo-
sures,” Mr. Gurash said. "We
shouldn't be a party to it." |

Parley...

Continued from page 2

casiialty manager for Chubb &
Son.

Speaking during the day's final
session were William B. Pugh Jr.,
assistant general counsel of INA;
Thomas J. Finley Jr., secretary-
manager of the Insurance Feder-
ation of Pennsylvania Inc. and
the industry's chief lobbyist in
the state; and James E. Bailey,
legislative counsel for the ASIM.

Mr. Pugh, in effect, said that
the old Boy Scout motto, "Be
Prepared,” was a good one to
abide by when trying to present
an effective insurance legislation
position. "There are three points
to remember,” he said. "Have
knowledge of your subject; do
your homework. Believe in your
cause. And, third, remember that
insurance is a highly regulated
industry with its regulations re-
lated to the public interests.
Temporary successes will come
back and haunt youif they are
contrary to the public interests,"
he said.

Mr. Bailey, on the other hand,
urged risk managers to stay
within "the accepted protocol”
when trying to influence legisla-
tion. "Remember that legislation
is a give and take proposition
and we cannot always hope to be
successful.”

Asked how important political
contributions helped influence leg-
islative activities ( which brought
the inevitable wave of laughter
from the group), Mr. Bailey said
"political contributions are the life-
blood of the political system in the
U.S." and urged risk managers to
financial support candidates sym-
pathetic to legislation benefiting
them.

Mr. Finley, who also outlined
legislative procedures for the
group, echoed Mr. Bailey's thought,
but warned insurance managers to
"always keep in mind that your
contribution is without strings."

When all was said and done,
however, ASIM members in the
Delaware Valley probably remem-
ber one thing of their 12th annual
conference: Their business is faced
with problems and the solutions
are not coming easy.

Mr. Mortimer may have summed
it up early in the session when he
said:

"As you know, it used to be a
fight in the board room as to
whose broker would get the busi-
ness. Now, it's where ean you put

tThhe businmrness=s _"" -
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Because Parke-Davis and its brokers
need to be certain their international
underwriter has the experience, knowl-
edge, and the local offices abroad to
meet any insurance problem that may

arise.

Parke-Davis is typical of companies
doing international business today. It has
complex insurance requirements which
can only be met by an organization with
resources to match the insured's global
commitments. AFIA, with its more than
200 branch offices and 3,000 people in
80 countries, is the leading foreign under-
writer capable of providing the kind of

Why does Parke- Davis insure with AFIA?

service that insureds like Parke-Davis
expect.

AFIA also has seven offices in the
United States. Each is staffed by knowl-
edgeable insurance people who can help
you plan your international insurance
programs, using the latest available for-
eign information.Ourworld headquarters
in New York is the industry's leading
source for insurance information over-

seas.

These reasons help to explain why
Parke-Davis is one of the 87 largest com-

panies in America doing business over-
seas that insures with AFIA.

WORLDWIDE INSURANCE World Headquarters: 110 William Street - New York, N. Y. 10038
U.S. branch offices: Chicago ¢ Dallas « Houston « Los Angeles « San Francisco « Washington, D. C.



AFL-CIO not bullish about prospects

WASHINGTON-The AFL-

CIlO doesn't pin much hope on
President Nixon's efforts to get
the states to boost unemployment
insurance benefits.

According to James O'Brien. an
unemployment insurance special-
ist in the union's department of
Social Security, the same tack
was tried in the Eisenhower Ad-
ministration and was "a .dismal
failure.™

In a recent message on improv-
ing unemployment benefits, Pres-
ident Nixon urged the states to
increase maximum unemployment
payments so that nearly all un-
employed workers could receive
half of their normal pay. Presi-
dent Eisenhower, said the union,

proposed the same thing in 1954.

ALTHOUGH Secretary of La-
bor George P. Shultz followed up
the President's statement with the
remark that the states made prog-
ress in improving benefits be-
tween 1955 and 1960, Mr. O'Brien
disputed his figures.

In the intervening years, only
two states met the recommended
standards, Mr. O'Brien noted. An-
other seven states allowed maxi-
mum unemployment compensa-
tion of more than $3,335 a year or
$64.14 a week-the poverty level
set by the Department of Health,
Education & Welfare.

"It is not unreasonable to as-

sume that the states will respond

to the urging of President Nixon
in the same fashion that they re-
sponded to the urging of Presi-
dent Eisenhower," Mr. O'Brien
stated.
BENEFIT

LEVELS, Mr.

O'Brien said, declined as a per-
centage of the statewide average

weekly wages between 1954 and
1960 in 15 states and remained

the same in three other states.

Changes in benefits in 15 other
states during 1954-60 were "neg-
ligible," Mr. O'Brien stated. Week-
ly benefits in these states were
raised 5 % of the average weekly
wage, although coverage was ex-
tended by 28%.

President Nixon said in his

message that "if the program is to
fulfill its role, it is essential that
the benefit maximum be raised. A
maximum of two-thirds of the
average wage in the state would
result in benefits of 50% in wages
to 80% of insured workers."

THE ADMINISTRATION'S pro-
posal to Congress would extend
coverage to 4.8 million of the
17 million persons not now pro-
tected, and would establish an ad-
ditional period of Federal benefits
during severe national recessions.

If the states don't act to boost
benefits in two years, the Presi-
dent indicated he will press for
national standards.

The AFL-CIO, for its part,
wants coverage of all wage and
salary workers to be eligible for
benefits after 20 weeks of work.

The union has also urged maxi-
mum weekly benefit amounts to
be set as a percentage of wages,
so they will automatically rise as

wWwages iNnNcrease. -

How to cushion the
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Let AFCO help you
pay insurance

premiums by
INstallments.

Credit has never been so tight in the history of

this country. (As if you didn't know.) But there's no

tightness at AFCO.
AFCOQO's extra line of credit will help you free up

working capital. AFCO will pay those heavyweight

insurance premiums.

Then you repay AFCO in installments monthly.
That's much easier to bear. So are our low

interest rates.

Ask your insurance agent or broker forthe simple
details. You and your company will breathe
more easily.
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Insured

iobless rate
falls to 2.1%

WASHINGTON-T h e insured
j obless rate fell to 2.1 % in fiscal
1969, down from 2.4% the pre-
vious year, according to the De-
partment of Labor's Manpower
Administration.

Labor Department analysts re-
ported finding some indications
that insured unemployment fig-
ures may be headed upward dur-
ing the first few weeks of fiscal
1970, mainly because volumes
were higher than a year ago in
four of the first five weeks.

But they said the trend may be
the result of purely seasonal de-
velopments. Much of the higher
volume during this period may be
because of different scheduling of
auto plant shutdowns for model
changeover and to differences in
plant closing dates or summer
vacations.

All but ten states registered de-
clines in the insured j obless rate
for fiscal 1969. The largest reduc-
tions were in New York (13,900),
California (13,200), lllinois (6,-
400), Ohio (5,700), Michigan (5,7
500) and Indiana (5,200).

Among the states showing
larger numbers of insured jobless
were Connecticut (2,300), Wash-
ington (2,200) and Louisiana (1,-
300). The other seven dropoffs
were minimal, the Labor Depart-
rment said.

States showing the lowest rates
of insured unemployment-less
than 1 % -were Virginia (0.7%),
Colorado and Texas (0.8%), and
New Hampshire (0.9%).

States with the highest rates of
insured unemployment were A'as-
ka (7.4%), Puerto Rico_ (7.3%),
California and Washington (3.5%),
Nevada and New Jersey (3.3 %)
Maine and Rhode
(3.1%).

Initial claims averaged 192,900
weekly during fiscal 1969, down
from 210,800 average for the pre-

and Island
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Alarm firm
held at fault

in robbery

CLEARWATER, Fla.-G rover
C. Criswell Jr., former mayor of
St. Petersburg Beach, was
awarded $133,108 in damages by
a circuit court jury here as a result
of a burglary at a museum he
once owned.

Mr. Criswell had charged that
Brinks Signal Co. was negligent
in the installation of a burglar
alarm system at his now defunct
museum in St. Petersburg Beach.
He maintained that the system
didn't prevent the burglary that
occurred on Jan. 31, 1964.

The jury awarded Mr. Criswell
$108 for damages to his building
and $133,000 for the loss of a
money collection owned by Irving
M. Moskovitz of Southfield, Mich.,
on display at the time.

Mr. Criswell's attorneys main-
tained that the contract with
Brinks was breached because it
did not provide the protection it
should have., -

Tebb named manager

Alan Tebb, 40, president of

full-time general manager of the
California Workmen's Compensa-
tion Institute. Insurer members of
the Institute write about 65 % 01
the California workmen's com-

pensation premium volume.



Michigan Bell names
b/ack insurer on group

DETROIT-Michigan Bell Tele-
phone Co. has named Great Lakes
Mutual Life Insurance Co., a firm
that has almost all black policy-
holders, to handle about 20% of
its group life business.

With the signing of the con-
tract, it will be the first time that
a black insurance company has
insured a public utility, according
to Thad B. Gaillard, Great Lakes
president.

In May the insurer signed a
similar agreement with S. S.
Kresge Co., but Mr. Gaillard said
the Michigan Bell business "is the

largest pack of insurance we have

ever covered.”

GREAT LAKES will handle
about 20% of the utility's $350

Ryan gets
risk post
at Celanese

NEVW YORK-John J. Ryan,
formerly manager, employe bene-
fits, has been named corporate
director, risk administration and
insurance, at Celanese Corp. here.

Mr. Ryan succeeds MacVicker
Snow, who has joined American
Risk Management Inc., New York
consultant.

At Celanese Ronald Jalbert,
formerly supervisor of employe
benefits, succeeds Mr. Ryan as
manager, employe benefits. Mr.
Jalbert joined Celanese about
eight months ago from Norton Co.

Celanese's fire, boiler and
machinery and business interrup-
tion coverage is with Factory In-
surance Assn. and its liability
coverage is handled by Insurance
Co. of Nroth America and Com-
mercial Union. Rollins Brudkci &
Hunter is the company's broker.

Mr. Ryan joined Celanese in
1962 as supervisor of employe
benefits. Prior to j oining the firm
he served with AMF Inc.

He will continue to purchase
employe benefit coverages for
Celanese but administration of
benefits will be handled by Mr.
- —a i > e & _ —

Du Pont

SsSues ovvners

of 2 vessels

HOUSTON-E. I. Du Pont de
Nemours & Co. has filed a $510,-
00O cargo damage suit against
owners of two vessels involved in
a collision on Houston's Ship
Channel.

The suit, filed in U.S. district
court here, names as defendants
Blue Star Line Ltd. of Great
Britain, and its cargo ship, Hali-
fax Star, and Southern Towing
Co. of Missouri and its towboat,
John M. Warner.

Du Pont, owner of a liquified
propylene gas cargo aboard a
chartered barge being towed by
the Warner, said the collision be-
tween the barge and the Halifax
Star was caused by the defend-
ants' negligence.

The petition said the vessels
failed to display proper lights,
keep a proper lookout.

Du Pont asked that the court
order sale of the motor vessels, if
necessary, to pay damages.

One of the two tanks aboard
the barge, each containing 1150
tons of propylene gas, was rup-
tured, spewing gas. Both the tug
and the freighter managed to es-
cape the cloud of gas. -

million group life insurance, and
Metropolitan Life will handle the
rest.

"Michigan Bell was not out
shopping for a co-insurer,”
Bell president William M. Day.
"It's just that Great Lakes had
such a good salesman in Mr. Gail-
lard." He said he was first ap-
proached by Mr. Gaillard four or
five months ago.

said

Great Lakes policyholders, Mr.
Gaillard explained, are about 98 %
black and the company employes
mostly blacks, but he said the
insurer intends to enlist more
white subscribers and white em-
ployes.

Michigan Bell has 28,000 em-

ployes, of whom 13% are black,
tThihe Firrm sSsaid. e
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DAVIS, BORLAND & CO.

INSURANCE BROKERS

99 CHURCH ST., N.Y., N.Y. 10007

What if your plant were to collapse
suddenly from the weight of heavy
snow or ice on the roof? What would
happen to you? Would your insur-
ance protect you from severe loss?

Special coverage is needed for a

situation like this - the kind of cov-
erage you can learn about from your
Arkwright-Boston man. He can show
you a program that's tailor-made for
your business - insurance designed
to protect your profits.

TEL: (212) 964-2500

Covered”?

Before you invest your insurance
dollars, call or write your Arkwright-
Boston man at any one of our offices

in cities throughout the United States
and Canada.

Arkwright-Boston Insurance

655x

Executive offices: 225 Wyman St., Waltham, MA 02154 665.-am

Arkwright-Boston Manufacturers Mutual Insurance Company

Mutual Boiler and Machinery Insurance Company

Omces in major cities throughout the United States and Canada

Factory Mutual Insurance
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Aldridge tells of 'frustrations
in trying to start captive- life setup

NEVW YORK-Eugene C. Al-
dridge Il, former insurance man-
ager of the Dallas-based Texas
Instruments, was here recently to
talk about what he calls his "fa-
vorite and most frustrating” sub-
ject-the ins and outs of creating
a captive life insurance company.

Speaking at a seminar spon-
sored by the John Liner Letter-
Insurors Press and presented by
Management Seminars Inc., Mr.
Aldridge noted that it was his
favorite subject because he had
spent the better part of four-
and-a-half years drawing up a
captive life company for Texas
Instrunnents.

Tl shelved the plan in Decem-
ber 1968. And therein lies the
frustration, Mr. Aldridgeadmitted
to Business Insurance after the
session. The former insurance man-
ager resigned from the company
early in August. He is now en-
gaged in his own sales and con-
sulting operation in the Dallas

area.

ASKED FOR comment on why
Tl shelved the plan, Hans A.
Wolf, corporate treasurer, told
Business Insurance from Dallas:

"Our principal reason-our ex-
elusive reason, in fact-was that
we felt we had so many other
business opportunities in lines
which we are familiar with that
we had better expend our en-
ergies there rather than go into
something completely different.”

Mr. Wolf further reiterated TI's
reasons by adding:

"We looked at the booming
electronics industry and decided
that we prefer to concentrate our
resources, including our people re-
sources, on our mainstream busi-
nesses which offer us very attrac-
tive growth opportunities. There-
fore, we did not feel it appropriate
to form a captive insurance sub-

sidiary.

"WE JUST WANT to be a $3
billion industry. We don't want to
be involved in everything,” he
said.

Mr. Wolf noted that Mr. AIl-
dridge had been very actively in-
volved in the Tl study of a cap-
tive life company. "l think the
boys did a very good job," he
con’lrnented.

While the formation of such a
company has not been arbitrarily
dropped by Texas Instruments
("We never drop anything arbi-
trarily™), Mr. Wolf said he does
not expect reconsideration of the
plan in the near future. "But," he
added, "who is to say thatin 10
years or so we might not take
another look at it."

Parenthetically, Mr. Aldridge's
slot has not been filled at the
Dallas company. "We have a cou-
ple of prospects internally, but no
decision has been reached as yet,"
the corporate treasurer added.

DESPITE the Tl decision, Gene
Aldridge continues to be a firm
believer in captive life insurance
companies. In fact, if the tone of
his message to about 80 insurance
managers and other representa-
tives of the industry is to be con-
sidered, he is an active crusader
for the cause.

And the cause most certainly
must be considered a hot issue
among companies and their insur-
ance managers today. After he
spoke at a morning session at the
Biltmore Hotel here, he was all
but besieged by eager insurance
managers with questions during a
coffee break. So much so that he
almost missed the coffee himself.
(A thoughtful soul finally deliv-
ered him a cup on the dais.)

Drawing on his wide experience
while working on a captive life
insurance model for TIl, Mr. AL-
dridge noted that there are two
motives for forming su.2h a com-
pany. "First, and the primary
one," he said, "is as a service -0
employes and their families. The
second,”" he noted, "is as a finan-
cial opportunity for -he parent
company."”

A CAPTIVE life insurance com-
pany, Mr. Aldridge explained,
serves the employe in four essen-
Ual ways:

( 1) It makes permanent life in-
surance available at discounted

premium rates on a payroll de-

duction plan.

(2) It makes professional bene-
fit counseling available for all
Ingloye programs.

(S) It provides counseling in
formal estate planning, including
she preparation of a "last will and
testament.” ( Here Mr. Aldridge
noted that only one in eight em-
ployes in the U.S. has prepared a
will, largely because they don't
understand the need.)

(4) It meets the need; of the
employe after he retires by con-
t.nuing coverage and counseling.

WHILE THEY were considered
secondary in the Texas Instru-
nents study, Mr. Aldridge em-

phasized, the financial opportuni-
ties a captive life msurance ccm-
pany cffers the parent company
are numerous. He cited more than
a dozen. Among them were:

= The small initial investrnent
in most states. He clarified this
somewhat by saying shat while in
some states $1 millicn of $2 mil-
lion is required, most states re-
quire far less. In Texas, for in-
stance, the requirement is $2EO,-
000.

= The captive life would re-
quire an initial investment only.
After -hat it would be self-fund-
ing, regardless of rate of growth.

= There is no product obsdes-
cence. "They're not going rc do
away with life insirance,” Mr.
Aldridge commented.

= Srhere is a receptive marcet.
"The market comes to you and it
is very receptive if there .6 em-
ploye loyalty."

- The parent company Kays

J. H. Welsh & Son Contracting Co. is currertly installing the
sewage system for the town of Youngtown, Arizona a $700,000 project.

lilliz:

low interest costs-as low as
3.5%-for funds it borrows frorn
the captive.

- There is tax deferral on
profits from the captive.

- There is a ready market for
the sale of a life company.

A QUESTION was later raised
about the possibility of "some real
restrictions"” when a captive at-
tempts to do business in otner
states where the parent company
has operations. The questioner
summed up by saying, "Texas
insurance laws are extremely
unique,"’

a remark that drev' a
wave of laughter from the group.

Mr. Aldridge, while not exces-
sively humored, replied, "Yes, we
might have had some advant: ges
in Texas." Overall, however, he
did not see any insurmountable
obstacles in doing business fom
state to state.

Continued on page 18



New Yorkers try out alternatives

to present health insurance schemes

NEVV YORK-Union and state
government officials, grappling
with the problem of uncontrolable
health costs, have come up with
some innovative alternatives.

The proposals came amid grow-
ing criticism of existing health
insurance plans and their efforts
to install continual rate increases.
A 43 % rate hike request by Blue
Cross here, for instance, was ap-
proved this month by the state
court of appeals.

Attacking the Blue Cross rate
hike, John J. DelLury, president of
the Uniformed Sanitation men's
Assn., declared at a press confer-
ence this month that hospitals
should be treated as public utilities

with their costs regulated by a
public commission. It was Mr.
DelLury who earlier said that city
employes should pull out of Blue
Cross because of "extraordinarily
high" rates and form their own
hospital plan.

ANOTHER UNION, District 65
of the National Council of Distrib-
utive Workers, apparently thought
Mr. DelLury's suggestion was a
good one, with slight modification.
The union has pulled its 7,000
members out of the Health Insur-
ance Plan of Greater New York-
in protest of a 37 % rate increase

earlier this year-to try a one-year
test of self-insurance.

INn addition to the 7,000 em-
ployes-exodus from HIP, the test
will also provide 100 % coverage
to 19,000 other employes who have
been enrolled in a partial self-in-
surance program underway for the
past 15 years. Up to now, members
had to pay one-third of physicians'
costs themselves.

State Sen. Norman F. Lent,
chairman of the joint legislative
committee on public health, this
month held two-day hearings to
discuss the health cost crisis. Sen.
Lent, on the eve of the hearings,
suggested that health insurance
companies might also own and op-
erate hospitals and clinics as a

way to "bring health care up and

costs down."

SEN. LENT held that a new cor-
poration set up to take over the
operation of municipal hospitals
here by next July, could become
such a combination insurer and
provider of health care.

Under his proposal, insurers
would own and operate hospitals
and clinics, where physicians
would practice under group setups
and subscribers would enroll under
prepayment plans covering vir-
tually all charges.

He said that subscribers to the
Kaiser Foundation Health plan in
California and elsewhere use hos-
pital facilities 60 % as much as
other people, and when they do go
in have to stay only 70% as long
as other patients.

THE KAISER PLAN now op-
erates in six regions-Northern
California (the San Francisco Bay

wn n ¥ou Install Dig s¥stems,
YOU need Dig Drolection.

J. H. Welsh & Son Contracting Comian

01 Pnoenm. Arizona gets tile Drotection and savings

it wants with The Home'S Industrial Polic¥

Another area of specialization is central heating and cooling systems.

Below: A portion of the * million-dollar installation at Arizona State Un versity.

John H. Welsh (left)worked with Home Agent
Herb Reimannof Wusich-Reimann Insurance Co

inthecreationof hislndustial Policy

Switchingto The Home's Industrial

Policy has brought J. H. Welsh & Son
Contracting Co. important advantages
i n two areas. First-we providethe
precise protection they want-without
coverages they have no use for. And
second -The Home's Industrial Policy
saves Welsh $1500 over a three year

period.

Whether you're a contractor,

miles of conduit

installation in Youngtown.

Preparing a sewage ditch for

manufacturerorother industrial
enterprise-The Home Insurance
Company's Industrial Policy can
minimize gaps and overlaps in your
protection. It can cover you for
property damage...loss of business
income...broad general liability...
boilerand machinery...automobile...
crime loss... fidelity...excess and
catastrophe. . .marine. This policy
along with your Workmen's
Compensation can be written under
one program -with a "bottom line"
savings as impressive as your gain in
operating efficiency.

Want details? Contact your Home
Agent-he's listed in the Yellow Pages,
Or-see your broker or write The
Home for a copy of our 20-page
Industrial Policy brochure.

Policy now available in most states.

THE
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INSURANCE

CONMPANY

59 Maiden Lane, New York, N.Y. 10008
Affiliates: The Home Indemnity Company

Peoples-Home Life Insurance Company
of Indiana

Area, nine counties and Sacramen-
to); Southern California (Greater
Los Angeles and San Diego); Ore-
gon (Portland, Vancouver, Wash-
ington); Hawaii, Ohio and Colo-
rado. The membership is 1.9 mil-
lion, of which 1.7 million are in
California, and only 3 % are Kaiser
company employes.

Kaiser Foundation owns and op-
erates 19 acute general hospitals-
a total of 3,749 licensed beds to
serve health plan members. The to-
tal investment in land, buildings
and equipment at the end of 1968
was $143 million.

In addition, there's currently
under construction, or committed,
another $124 million worth of hos-
pitals and medical offices. Included
in these figures is an extended
care facility in Cleveland, which is
in the process of being converted
to Kaiser's first acute general hos-
pital in the Ohio region at an in-
vestment of $2.3 million.

The other new region-Colorado
-started business in Denver on
July 1 of this year with a new

medical group and newly enrolled
rnernbers.

DURING THE COURSE of Sen.
Lent's hearings, legislators heard
a proposal to merge all Blue Cross
and Blue Shield plans in the state
and to ban reduced rates from
groups which make less use of in-
sured care.

Health Commissioner Mary C.
McLaughlin, who made the sug-
gestion, said these moves would
save administrative costs and cre-
ate a statewide community rate
for prepaid health care.

Dr. McLaughlin was critical of
Blue Cross' "experience-rating”
procedure whereby big employers
get rate adjustments according to
their use of health facilities. This
gives Blue Cross "an escape hatch
from public review of rate in-
crease,” Dr. McLaughlin testified.

SEN. LENT said that New York
employes and employers pay out
$5 billion a year in health costs.
More than 80 % of state residents,
he said, are covered at least par-
tially by Blue Cross and Medicaid.

"The cost of care continues to
soar beyond the reach of low and
middle-income families,” Sen. Lent
stated. "Personalized, continuous
care is lacking. A plan for on-go-
ing health maintenance is virtual-
ly nonexistent, provoking increas-
ed and expensive hospitalization.

"And our most widely accepted
forms of health insurance alleviate
none of these problems. We seek
alternatives that will offer a more
rational method to serve the health
needs of the community,” Sen.

Lenmnt commmmented. -
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COATS &
BURCHARD
COMPANY

appraisers

= Insurance coverage and
p,oof of loss

- Property Ledger and
Depreciation Studies

= Acquisitions - Purchase
Sales -Mergers -

Consolidations

= Financing and Loan

Requirements

4413 RAVENSWOOD AVENUE i
CHICAGO, ILLINOIS 60640
Phone: (312) 561-2181 '



Pensions, riot claims campaign issues in New York

NEW YORK-The city's pen-
sion plan has become an issue in
the mayoral race here, and busi-
nessmen's riot claims against New
York promises to become one.

Both issues involve Controller
Mario A. Procaccino, Democratic
candidate for Mayor and an early
front runner, although most pol-
itical observers agree that Mayor
John Lindsay and Republican Can-
didate John Marchi have been clos-
ing the gap of late.

The first shoe was dropped
when the Republican-Liberal can-
didate for controller, Floravante
Perrotta, charged that the city's
five pension plans (for police, fire,
employes, teachers and board of
education) could have earned $2
billion more than they did since
1961 if they had performed as well

as most private pensions and mu-
tual funds.

''lF THE CITY pension funds
had been invested as competently
as most private pension funds,
which hs.ve rates of return from
6% to 1 3% since 1961, the city
would have gained $200 million to
$35C mill.on a year in additional
investment income,” Mr. Perrotta
contended.

Mr. Procaccino dropped the oth-
er shoe himself. He rejected small
businessmen's claims against the
city for S4 million based on dam-
ages from looting and vandalism
after the murder of Rev. Martin
Luther King Jr. in the spring of
last year.

[IRONICALLY, it is similar
small businessmen and blue collar
workers who have given Mr. Pro-
caccino most support-and whom
the Mayoral candidate first en-
ccuraged to file the damage

A key word in our lives. We use it as a guide to choosing
companies we do business with, we admire it in our friends
and we constantly strive to maintain a reputation for it in

ourselves.

with The Mill Mutt.als, Dependebility is the key word.
And where more fittingly than ila company insuring your

mill and elevator?

The Mill Mutuals' dependabil,t7 stems from its resources
which assure prompt and helpful adjustments, if ever
needed. And skilled personnel rE sources which mean ex-
perience applied to knowledgeatle "risk analysis", to pro-
viding tested and proven forms of insurance, to solving your

loss prevention problems.
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The decision came after a 16-
month investigation by a special
unit of the controller's office into
claims that police took no action to
prevent looting.

Mr. Perrotta, in his position pa-
per on pensions, noted tnat the
city's expenditures for pension
funds in fiscal 1969-'70 will total
$508.7 million. Although the plans
were originally design€d for the
city to pay 75 % of the annuity and
employes to pay 25 %, the city now
pays almost the entire amount.

ONE OF Mr. Perrota' s major
complaints is that the controller
measures performance on the basis
of earnings yield and ignores mar-
ket value, unrealized appreciation
and depreciation. The earnings
yield measurement system, said

Captive...

Continued from page 16

An employe of Texas Instru-
ments for almost 15 years until he
resigned in August, Mr. Aldridge
noted that at least 35 major U.S.
corporations now have their own
captive life insurance companies.
During the four-and-a-half years
he worked on the project for Tl
25 of these were studied by him-
self and others at the Dallas com-

pany.

AS A RESULT of those studies
some conclusions and recommen-
dations were reached. He ex-
plained them in outline form:

« Establish, do no. purchase,
an existing life compar-y.

= Limit your market to em-
ployes and family members dur-
ing the early years of the opera-
tion.

- Offer a simplified product
line, with each policy meeting a
specific need.

- Offer non-participating "per-
manent” life insurance at mini-
mum premium rates.

- Establish cash surrender val-
ues at minimum levels during
the early years, to prevent exces-
sive flow of sums while employes
are young and subject to a higher
turnover rate, and maximum lev-
els in later years.

- Keep guaranteed interest rate
for policy loans at a reasonable
rate. He suggested 6% to discour-
age borrowing on policies, such as
that which is now happening on
life insurance policies that guar-
anteed a rate of 5%.

. Market it to employes
through formal group presenta-
tions, with immediate sign-up pos-
sible (without physical examina-
tion).

= Carry out all selling and coun-
seling on the company premises,
and with salaried counselors in-
stead of commissioned agents.

® Collect all prerniums for ac-
tive employes through payroll de-
ductions.

- Do not sell to fc,rmer em-
ployes unless they purchased cov-
erage while employed and have
maintained such coverage in full
force and effect.

IN QUESTIONING that fol-
lowed, Mr. Aldridge noted that
the minimum number of employes
a company should have before
considering a move into the cap-
tives life field would be 5,000,
one-half of whom were married
and had families.

Of the more attractive benefits
the captive provides for employes,
he also noted, is lower premium
rates. "You definitely can offer
them a lower rate than they could
get on the outside-as much as
10% less for older employes and
30% for employes 18-20 years old
just starting with a company," he
=—icd _

Mr. Perrctta, "has been totally dis-
carded in the financial world be-
cause, in:luding appreciation and
depreciation, it fails to measure the
true economic Kerformance of the
fund. Virtually every bank, insur-
ance cimpany and mutual fund
measures performance on a rate
of return basis.’

He said both the Bank Ad-
min is.ration Institute and the
National Foundation of Health,
Welfare & Pension Plans have
"vigorously asserted" that a meas-
urement system that doesn't ac-
count lor market values is "totally
invalid.”

Mr. Perrotta also hit the city's
reluctance to invest pension funds
in common stccks. Although by
law the funds are allowed to put
30% of their funds into stocks, the
five New York pensions in 1968
had 2.3% invested in equities, Mr.
Perrotta said.

"THE BEAR MARKET in bonds
is now 22 years old. This means
that bor-d prices have been a de-
clining trend for more than two
decades. The decline since 1950
has been almost 50 %. Translated
into dollars this means that a 30-
year bond, purchased in 1950 for
$100, bearing a 2.5% coupon, is
now worth only about $50. The
stock market on the other hand has
shown a growth of about 300 % in
this same period," Mr. Perrotta

stated.

The candidate held that the
city's pension funds should move
to the legal 30% limit in common
stocks. From 1357 to 1964, he said,
priva:e pensior-s have increased
common stock holdings from
24.7 % of total book assets to

41.6 %, and achieved a rate of re-
turn of 6.69%.

Wells
11§0

stor:

This year, thieves will walk out of the nation's yl- -
gs, offices, factories and warehousés with about -lit\

Thirteen state pensions have in-
vested more than 20 % of their
assets in comon stock, Mr. Perrotta
said.

"As of Sept. 15, 1969, the Dow
Jones Industpial Index was 40 %
higher than its June 30, 1960, lev-
el. This unmanaged index appre-
ciated 40 % during the same period

that bond prices were depreciating
about 30 %.

"THE NEW YORK City con-
troller's office during this period
nonetheless saw fit to increase the
funds' investment in corporate
bonds by $2 billion and to place
only $122 million in equities. In
the 1966-67 fiscal year 63.5 % of
new investments were in corporate
bonds. It is time for the city's
funds to join the 20th Century,”
declared Mr. Perrotta.

Mr. Perrotta branded as "ab-
surd" the practice of the funds in-
vesting in mortgages outside New
York City. "l propose that the
mortgage monies of the pension
funds be made available to New
Yorkers. This is both socially and
economically desirable."”

Mayor Lindsay, who is a run-
ning mate with Mr. Perrotta, en-
dorsed the cost of living increase
for the 30,000 retired city workers.
The mayor said he has asked his
pension committee to "develop and
deliver" such a program to him by
the end of the year.

If the funds were properly
managed the city would be able
to reduce its contributions by at
least $100 million a year, Mr. Per-
rotta maintained. "This is enough
money to provide hospital space
for 1,800 patients and put 3,600
more policemen on the street and
build five elementary schools. -

HR

2. billion dollars worth of goods in their pockets, _1 .
handbags and lunch buckets. So reports a highly 0 4 I
respected national magazine. Regrettably, the pilfer- <*=I-

ing is done by light-fingered company employees, as well as amateur and
professional thieves. Whoever they are, they're hurting you plenty!

Why suffer when you can have quick reliefl

Wells Fargo Protective Services will provide experienced professional guards
who, in conjunction with automatic Central Station Alarm Systems, can help
you cut theft to an irreducible minimum.

Ask for a cost-free survey of your security needs. Consult your Yellow Pages

for a Wel s Fargo Associate near you.
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Associated Alarm Service, Inc.
WASHINGTON, D. C.
Federal Protective Services, Inc.
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Fickle finger' winner

Insurance you surely have...

Deductible in product recall cover
to absorb Hippy Sippy callback

but are you getting the personal

service you're paying for?

As a Despard client you get much Your Despard man, with his team of

NEW YORK-A candy import- ductible. "The loss will probably insurance today," he said, adding more than the best coverage for "back-up” specialists, gets action

er and distributor here, who has be under that amount,” he said. that he thinks "insurance compa- each requirement at the best price; when you need it. He's not three

products recall insurance, has re- "We had no trouble tracking nies are still going very carefully' you get the personal attention of a "service-units” removed from direct

cently gone through a rather down the product. R. L. Albert with the form of coverage. knowledgeable, experienced insur- contact with you. He is your man at
mind-blowing recall experience. deals only with responsitle sub- "They're not really pushing ance man who learns the unique Despard.

And, while the amount of expense
to recall the product is not ex-
pected to go above the policy's
deductible, it was nice just know-
ing the coverage was there, a
company executive intimated to

Business Inmrance.

R. L. Albert & Sons Inc. had
imported 7,650 cases of a candy
product known as Albert's Hippy
Sippys, which were made in Ja-
pan by the Shinsei Syokhin Co.

A rather novel candy item, to
say the least, Hippy Sippys con-
sisted of colorfully coated choco-
late pellets enclosed in a polyeth-
vliene container shaped in the
form of a drug-dispensing hypod-
ermic needle. Approximately five
inches long, the needle-shaped
container had a plastic straw en-
2losed. After removing the con-
tainer top, the candy pellets were
upposed to be consumed by
sucking into the mouth through

the straw.

ACCORDING TO sources at the
Food & Drug Administration in
Washington, which issued the re-
call in April, the product was
ieerned to be hazardous because
'under normal conditions of use,
sucking the candies through the
straw into the mouth, required
forceful inhalation which could
result in the pellets being drawn
into the bronchial tree, which
could result in serious pulmonary
disorder.

"In other words," an FDA source
told Business Insurance, "a -child
could choke on the pellets if they
entered his windpipe.”

Coloring the case in even more
vibrant hues, although the FDA
says the incident had nothing to
do with the recall, is the fact that
Albert's Hippy Sippys were the
recipient of a rather dubious
award on the popular NBC televi-
sion program, "Rowan & Martin's
Laugh-In."

A source of some embarrass-
ment to the Albert firm, Hippy
Sippys were singled out for one of
the early Fickle Finger of Fate
citations given by Messrs. Rowan
and Martin. According to those
who recall the particular Monday
night NBC show on which the
award was presented, the gist of
the citation read: "To a company
that is distributing a candy for
children enclosed in a container
that resembles a hypodermic nee-
dle.” The rub, of course, was the
obvious exploitation of current
drug consciousness with youths.

ACCORDING TO Sidney Al-
bert, president of the candy firm,
the company has had products re-
call insurance for more than a
year. The Fireman's Fund Ameri-
can policy is written through the
Henry Fox Co., general insurance
brokers and consultants in Great
Neck, N.Y.

"We're in the import business
and also subject to the food and
drug laws,” Mr. Albert said the
other day. "Every once in a while,
we get an overseas manufacturer
whq disobeys our orders and we
have to recall something. It
doesn't happen very often, but

every once in a while." He ex-
plained that Hippy Sippys is the
first recall the company has had
since it took out insurance cover-
age for such an event.

According to Albert's broker,
Henry L. Fox, the policy covering

the candy firm has a $5,000 de-

distributors, and practically all of
them are on computer systems.
We notified them of the recall
and they came back almost imme-
diately.”

MR. FOX NOTED that his bro-
kerage firm currently has three
products recall policies on its
books. "We find ourselves gravi-
tating more and more towards the
food industry. | guess every food
account could use products recall

products recall because they are
still experimenting with it to
some extent." Loss experience is
still almost nil, he observed, add-
ing that "we're probably the only
broker around here who has lived
through a products recall experi-
ence.”

Another arm of Mr. Fox's com-
pany is Good Weather Insurance
which specializes in writing wea-
ther coverage. -

problems of your business.
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For more detail on how this "per-
BROKERS sonal service" system works send
for your complimentary copy of "A

Guide to Despard Services."

The "personal service" insurance broker

161 William Street, New York, N.Y. 10038
Ph: 212-964-9100

»y6*'4Believe This...the Strongest Government on Earth."
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Thomas Jefferson

More than any other man, Thomas jefferson
has formed and molded the American mind
and spirit. Every later generation has turned
to him for inspiration, and never in vain. "l
have sworn,”" he said, "upon the altar of God
eternal hostility against every form of tyr-
anny over the mind of man.” Through sixty
years of public service, he was faithful to
his vow.

Jefferson was selected President by the
House of Representatives after a tie vote in
the electoral college. His election averted a
major constitutional crisis. His inaugural
address underlined the basic philosophy of
government-that of individual responsibility
and the freedom to make one's own way
to success.

We at Leo B. Menner & Company believe
in the integrity of the insurance profession
and its dedication to the principles of free
enterprise and professionalism. We are also
aware that deliberation and planning are
necessary in developing good teamwork be-
tween producers and ourselves. In this way,
we encourage a framework of new ideas and

opinions-the climate of independence.

-2 This drawing Of Thomas Jefferson by a famous Chicago

<*Vt" 4 -: artist is available without advertising copy and suitable

for framing. It bears an important inspirational message.

Write or call Leo B. Menner & Company for your copy.

vit- LEO B. MENNER & COMPANY,INC.

(LEOB.MENNEFINWISCONS IN.INC.)

(LEOB.MENNERINKENTUCKY.INC.)

9- ExceptionalFie and Casually Facites orAgents and Brokers ~—

"America's Outstanding Insurance Market" Hartford Build ng - 100 S. Wacker Drive - Chicago 60606 - Phone (312) 782-1636



Pharmaceutical executives ponder
effects of third-party payment plans

CHICAGO-The National Phar-
macy Insurance Council, under
the sponsorship of the American
Pharmaceutical Assn., met I:his
month here to discuss innovative
developments in the growing
trend toward third-party pay-
ments for consumer prescription
drug purchases.

Through several different serv-
ice programs, established by gov-
ernment, employe and private
health insurance organizations,
the individual patron is relieved
of all or most of the cash layout
for his prescription drug purchas-

Previously, the patient relied on
reimbursement policies in filling
doctors' prescriptions. This prac-

tice tied up the individual's cash
for an indefinite period and also
required his having the cash on
hand for what are often expen-
sive and unexpected drug pur-

chases.

UNDER THE SERVICE pro-
grams, although several of pro-
grams require a cash co-payment
varying fronn 50¢ to $2 or rnore
for each prescription, it is the
pharmacist who lays out the total
or partial cost of the insured
medicines.

National interest has develored
among the pharmacists in main-
taining an effective voice in the
third-party paynnent situation.
The professional organization of

pharmaci:ts, the American Phar-
maceutical Assn., with its mem-
bership drawn from government,
trade and private pharmaceutical
concerns, recently invited repre-
sentatives of several drug organi-
zations to join the insurance
council :o discuss possible de-
velopments evolving from a bur-
geoning trend toward prepayment
and insurance.

The intent of the ccuncil is to
provide :he pharmacis:s with in-
formation about the prepayment
processes and to establish sug-
gested guidelines for maintaining
high quality service to the public
while establishing some efficient
method for handling multiple
claims.

THE COUNCIL also expects
that the research involved will
result in offering the underwrit-
ers a better general understand-
ing of pharmacy practices.

Presently, Medicaid, Medicare,
Champus (covering military per-
sonnel), Blue Cross-Blue Shield,
private insurance companies and
certain unions utilize some form
of service program. The United
Auto Workers have incorporated
a drug program into the benefits
for several of its workers as of
Oct. 1. The insured employes will
be supplied with identification
cards to cover their prescription
payments except for the $2 per
purchase deductible co-payment.

Pharmacists in a particular area
are usually offered a flat fee for
the prescription drug by the third-
party carriers. Generally the fee
is the cost of the drug plus a
service charge for dispensation.

SUCH FEE offerings are fully
within the law. Each pharmacist

Ifthe groupdoesit
fit the coverage,

wifil fit the coverag, -

tothegro™

>
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We make this promise at Nationwide
because of our more than 40 basic
coverages- plus combinations in the
hundreds.

Suppose you want a group life
contract covering key executives.
Most group plans ofer only $10,000
death benefits on each of the key men.
And that's not enough.

To get higher limits, says the
state, you'll have to add second and
third-echelon employees to the con-
tract. This could force the price of the
plan way up-perhaps out of buying
range.

However, at Nationwide we can
work out a wholesale life supplement
to our basic group plan' which can
provide benefits of $20,000 to
$40,000 or even more for your key

executives.

High-limit accident insurance-can go
up to $100,000 per person. We offer
plans with accidental death and dis-
memberment benefits, accident medi-
cal expense, and accident weekly
indemnity for trade and professional
associations and for employer-
employee groups. All of these are
optional and can be tailored to suit
your needs.

Pensions for 3-man corporations.

Now even small corporations can

' offer their key employees big benefits

with Nationwide's new Retirement

Plan Annuity. It makestaxes work for
small companies, not against them.

We can offer it to corporations with

as few as three employees.
Flexibility in regular group. Nation-

wide will tailor plans for as few as 10

~Available in mm st/.

employees-not the usual 25. Here
are a few new Nationwide benefits in

regular group:

1. Survivor Income Life-providess
a monthly income to surviving de-
pendents in the event of employee's
death. Benefits range from $100 to
$200 a month and from one to four
years.

2. Supplementary Widow/Wid-
ower Benefit-extended to the surviv-
ing spouse i f age 50 or over at the time
of employee's death. Pays monthly
until age 62.

3. Survivor Hospital Benefits-pays

premium payments fer the surviving

family covered by the
employee's hospital-surgical.

medical plan.

For more .nformation on these and
other Nationwide Group Insurance
Plans have your agent or consultant
call the nearest Nationwide Group
Representative or write:

¢ationwide

GROUPOPERATIONS

Nationwide Life Insurance Company
Home Office: Columbus, Ohio

individually has the option to ac-
cept or reject the price. If he
accepts, he signs a participation
agreement.

Pharmacists acknowledge that
the nature of the third-party pay-
ment programs necessitates a ceil-
ing to prevent unfair or spiraling
costs. Yet, they also recognize that
participation in the program re-
sults in increased business costs
due to outstanding cash deficits
and necessarily efficient mainte-
nance of participation forms as-
suring their payments.

According to Roger Cain, assist-
ant executive director of the
American Pharmaceutical Assn.,
the council will discuss the possi-
bility of the pharmacists, rather
than the third-party carriers, sub-
mitting a data-backed fee for each
drug. The fee, to be in effect for a
year, would closely approximate
the usual charge for the prescrip-
tions and would prevent unfair
disadvantages falling to either par-
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N.J. worries

about high

comp costs

NEWARK-The New Jersey
chamber of commerce has voiced
alarm over the "staggering” in-
crease in the cost of workmen's
compensation insurance in the
state. In the last six years, ac-
cording to the chamber, its cost
has risen about $100 million.

The mounting costs of work-
men's comp are "far out of line”
with the rises in employment, the
chamber noted. Whereas employ-
ment rose 17.6% over the last six
years, compensation costs rose
92.1%-to $204.3 million in 1968,
up $32 million over 1967.

The imbalance in such costs has
put New Jersey "in an increasing-
ly difficult” position to compete
with nearby states, said the cham-
ber. A study taken by the New
Jersey group showed that on the
average for every dollar spent by
a New Jersey employer on work-
men's comp costs, his counterpart
in New York spends 73¢; in Con-
necticut 54¢; in Delaware 38¢; and
in Pennsylvania 35¢.

"Why are New Jersey's costs so
high? It's because each day tens
of thousands of dollars are paid to
satisfy awards here for inj uries
which are neither permanent nor
disabling. All too frequently these
awards are based solely upon di-
agnosis and complaints and made
completely without regard to per-
manent impairment or loss of
function," the chamber stated.

It urged members to get behind
two state bills that would redefine
"permanent disability.” In addi-
tion to increasing the maximum
weekly benefits payable to work-
ers "actually"” permanently dis-
abled, the measures would provide
"a vitally needed, objective defi-
nition"” of such disability and
"provide employers with relief
from the staggering-and still
mounting-burden of compensa-
tion for so-called 'permanent par-
tial' disability."”

Moreover, the chamber stated,
the bills, in providing an employ-
er credit for prior disability and
also in establishing "more realis-
tic” criteria for compensatinE
workers with heart diseases,
"would materially enhance em-
ployment opportunities for all
handicapped workers by remov-
ing fears about extra liability
which now may be discouraging
some employers from hiring the
physically handicapped.” -

Kirby ioins Corroon

Lewis Kirby, formerly a vp at
Alexander & Alexander, has
joined Corroon & Black Corp.,
New York, as vp-production.



City of Hartford wants its insurer
Its investment income

to figure in

HARTFORD-City corporation
counsel John M. Fitzgerald has
proposed that the city's insurer,
the Aetna Life & Casualty Co., be
required to include investment in-
come in determining profits and
losses, which, in effect, set the
insurance rates to be charged.

AnNd if Aetna is not willing to
figure investment income into the
rates charged Connecticut's capi-
tal city, Mr. Fitzgerald asserted,
he is prepared indeed to go to
the state insurance commissioner
(William R. Cotter) to receive re-
lief. He will go to the court of
common pleas in even further ac-
tion.

Although he is acting on behalf
of the city, Mr. Fitzgerald said, he
believes that savings can be real-
ized for the individual purchaser
of liability coverage if the invest-
ment income were figured into

profits and losses prior to deter-
mination of rates.

THE FITZGERALD proposal is
contained in a letter to the city
counsel, Mr. Fitzgerald requesting
permission and authorization to
"proceed in the matter” to court,
if necessary, and to employ "some
technical assistance " in the insur-
ance rating field, if required.

His request is sparked by a re-
cent approval for higher rates on

automobile insurance in Connecti-

United Fire,

Teledyne
without D&O

CHICAGO-Two executives of
United Fire Insurance Co. have
filed suit in Federal district court
here against Teledyne Inc., Los
Angeles, and its chairman alleg-
ing that Teledyne failed to buy
United Fire stock when it was $28
a share as it had promised. Re-
cently, United Fire sold for $12
over the counter.

Last June, the two United Fire
executives were among those
named in a suit filed against them
and the company by United In-
surance Co. of America, which is
52% owned by Teledyne. That
suit alleges that the defendants
conspired to "siphon and divert
business and profit" from United
Insurance from 1953 to April,
1968, when Teledyne bought con-
trolling interest in the company.

Neither Teledyne nor United
Fire, Business Insurance was told,
has directors and officers liability
coverage-although there is some
question as to whether or not the
coverage would apply in these in-

stances.

THE SUIT against United Fire
and its executives was filed in
Cook County circuit court here
and calls the defendants a "con-
trol group" that, starting in 1953,
reduced its interest in United In-
surance to less than 51 % and "ac-
quired virtually all the common
stock"” of United Fire, an all-but
dormant company at the time.

The suit against Teledyne was
filed by O. T. Hogan and A. H.
Teschke, who are described as
"substantial” shareholders in the
fire insurance company. They
claim in the suit that Teledyne
promised to purchase their hold-
ings of United Fire in return for
support of a Teledyne tender of-
fer for United Insurance shares.

Teledyne, the suit alleges, owes
$25.2 miillion for all of United
Fire's 900,000 outstanding shares

—F = ta>a=Bk< _ -_

cut plus enactment of state public
ac: 665, which provides for nego-
tiation of individual rates cover-
ing such large risk elements as
the city of Hartford ( subjected to
urban unrest in 1968 and again
over Labor Day Weekend, 1969).
Mr. Fi-zgerald, commenting
that "apparently the insurers are
insisting that the automobile lia-
bility is handled substantially at a

less,” remarked that he tends to

"preliminarily” disagree with this

conclucion, "since it is my distinct
impressiDn that the insurers in
submit ing their statements of
business olierations on their un-
derwriting profits and losses re-
lating to automobile liability ir-
the

do not consider

surance,
amount of money that they have

gained trom investing premium
dollars.”

MORE:OEVER, he reminded the

city council that a test case, cur-

rently under way in New Jersey,
seeks to require insurers in estab-
lishing rates for auto liability in-
surance, to include the monies
and profits derived from investing
premium dollars.

He said, too:

"It is my opinion that if the
insurers were required to include
in their profit and loss statements
relating to automobile insurance
the amount of income derived
from investment of premium dol-
lars, the insurers would actually
show profit.

"If our insurer (Aetna Life &
Casualty) is unwilling to consider
investment income, or is unwill-

ing to grant us a hearing in re-

gard to the city's rate, then it
would be my intention to appeal

to the insurance commissioner for

a hearing thereon.

"HOWEVER, the course of ac-
tion to be followed in the event

the insurance commissioner de-
nies us a hearing is rather unclear
as far as (the new) statute is
concerned.

"If the insurance commissioner
were to grant us a. hearing and
deny our complaint to require in-
surers to include investment in-
come in arriving at a rate the
statute is clear that a person ag-
grieved may appeal to the court
of common pleas of Hartford
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An oferator responding to art alarm signal in
ope of ADT's more tha,1140 central stations.

our concern

IS your protection

ADT, the Concern that provides
another kind of business insurance: protection

of your property, profits and personnel.

Business insurance comes in many forms. One of
the most necessary is an underwriters-approved

security system by ADT.

Automatic electric ADT protection services re-
duce your risks, cut your losses-and costs-by
providing the fullest range of sophisticated, effec-
tive protection against fire, burglary and other

hazards.

And because of the premium reductions granted
by underwriters in recognition of ADT service,
you can effect considerable insurance savings.

Major industrial, commercial and institutional
properties throughout thecountryare safeguarded
by ADT systems. For over 95 years, ADT has been
a leader in the planning, installation and efficient
servicing of automatic protection systems.

ADT professional safety and security consultants
are available to you at any time. On request, a
qualified ADT protection expert will plan a system
specifically designed to fill your security require-
ments. No obligation. This is another ADT service.

For information. see Yellow Pages, or write:

55 Sixth Ave., New York, N.Y. 10013

An International Organization

Risk managers with a sense of security specify ADT
.. . the protection Concern.



london line

British insurers report 'brighter
results' from underwriting in U.S.

LONDON-Brighter results
from their American underwriting
experiences are being reported by
several leading British insurance
companies.

Latest returns from Royal In-
surance show that its underwrit-
ing loss on U. S. business in the
first half 1969 is cut to $20 mil-
lion, comparable with a $28 mil-
lion loss in the first half 1968.

Its operating ratio was 105.5,
compared with 109.8, and it re-
ports "Reduction in U. S. under-

writing loss is due to improved
experience in the second quarter
1969, in part reflecting the ab-
sence of severe riot claims this

year."

INVESTMENT pattern by Roy-
al has included a move from
short- to long-dated U. S. bonds,
which have helped to boost its
income. But its world-wide re-
sults have shown substantial un-
derwriting losses in the region of
$8 miillion that have hurt the

The postman cameth.

VT AN —

profit from its good U. S. results.
Commercial Union had a statu-
tory U. S. underwriting loss of
nearly $9.5 million for the same
six-month period, compared with
nearly $14 million comparable pe-
riod 1968. Its operating ratio
dropped to 104.3% from 106%.
This includes a cut in the
claims ratio from 72.2 % to 70.6 %
of earned premiums, which fol-
lows pooling arrangements that
began to operate at the beginning
of 1969 and the elimination of

When this letter arrived recently asking for >.
information offered in one of our TODAY SHOW

high-risk American accounts. But
its expense ratio stayed much the
sarne because of costs in nnoving
its headquarters from New York
to Boston.

On the other side of the profit-
and-loss market, however, Brit-
ain's General Accident group had
a worse situation in the U. S.
where its loss so far this year rose
to $7.7 million from $2.5 million
mid-1968, and it also was unlucky
with its U.K.-based business,
though this is now improving, the
company said. Operating ratio
was 103.89%, against 99.69% in
first-half 1968. Like other compa-
nies, it has been reportedly hop-
ing for higher rate awards in

Eastern states.

SUN ALLIANCE group did
well with improved results in
U. S. and overseas territories to
offset setbacks in its British re-
sults where further rate increases

are threatened.

Company chairman R. E. Flem-

television commercials, we got quite a chuckle from it.

Still, it's nice to be known.

There is a difference between us and all those other

companies with "Bankers" in their name. Not one
of them writes as many different kinds of group
contracts as we do. Or is as old as we are.

Or is licensed in all 50 states and Canada.

Truth is, no insurance company, Bankers or

otherwise, has written more group annuity contracts

than we have over the last 12 years. (Post that

in your memory banks.)

We're The Bankers Life. The big one. In Des Moines.

THE BAN KERS LIFE

BANKERS LIFE COMPANY, DES MOINES, IOWA 50307

ing said that following the sale of
the Manhattan and Guarantee
companies, its U. S. non-marine
premium income is cut to 10.6 %
of total fire and accident pre-
miums, but the group has been re-
lieved of much potentially un-
profitable business.

A less meagre return from the
U. S. operations is forecast.

DEEP-SEA fishing accidents
call for new safety attitudes, ac-
cording to a British government's
probe into casualties in its trawler
industry in the past ten years.

The government assesses the
accident risk to fisherman as sev-
enteen times as high as that of the
general male industrial popula-
tion.

Owners are blamed for not
having gone far enough toward
accepting final responsibility for
the safety of their vessels and
crews, and legal requirements for
seaworthiness, stability and fire
protection of trawlers are now
being demanded.

The British Government may
supply $1 million toward better
weather reporting and medical

services.

Burstproof doors and collapsi-
ble steering columns will become
compulsory for all new automo-
biles sold in Britain after mid-

1972.

Regulations to provide added
safety on these lines are being
tabled through the government by
its transport minister, Richard
Marsh, who aims to reduce acci-
dents through people falling out
of their seats when struck by an-

other vehicle.

Businessmen in Britain are
being pressed to catch up with
their rivals from America and
other countries in using compa-
ny-owned executive aircraft more
than they do at present.
Inducements to take this step
include the ingenious suggestion
that they could live longer as a
result. Industrialist David Barran,
of Shell Transport and Trading,
told seventy other businessmen at
a recent conference that by ceas-
ing to be slaves to the time-tables
of scheduled airlines on their
sales trips they might avoid eoro-
nary thrombosis caused through
hurry and pressure. -

'Forced' to

set up own

auto insurer

CINCINNATI-The Ohio presi-
dent of the AFL-CIO said that
pressure frorn rnernbers forced the
organization to work on creating
its own automobile insurance com-
pany.

"We didn't want to get into this
area," Frank King said at the dis-
trict 30 convention of the United
Steelworkers of America, "But
pressure from our members due
to the increases in rates and can-
cellation of policies without good
reason caused us to move into it."

Mr. King said that the Ohio
AFL-CIO sought relief from the
rates frorn the courts, state legis-
lature and the Ohio department of
insurance, but all efforts have
been futile.

"Thus, the only remedy we see
for the foreseeable future is to
provide automobile insurance to
our members at a reasonable cost

and on a permanent basis,"” Mr.
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Your catastrophe

has arrived,

Mr. Merriwe ather.

The catastrophe business is picking up.
And the biggest ones often come in the
form of enormous Hability judgments
against small or medium-sized com-
panies.ButnotMerriweather'scompany.

Although he's somewhat awed by the
spectacle, Merriweather is ready. As a
keen and clear-eyed insurance buyer for
his firm, he saw to it that his company
had The St. Paul's Umbrella Excess
Liability Policy to take over where their
basic liability insurance ended. They'd
been a pioneer with the coverage. Be-
sides, reasoned Merriweather, they had

been stable and solvent for 115 years,
and the first 100 are the toughest.

For most hazards, Umbrella Excess
Liability coverage starts after the first
$100,000 or so of lawsuit misfortune,
and goes on up to $5 million, which we
considermoreontheorderofacataclysm.

It has a combined single limit, so you
don't have to guess exactly what kind of
disaster is most likely to hit your com-
pany. You're covered for personal in-
jury, property damage, auto and product
liability-even advertising offenses.
(Don't write, we're covered.)

THE ST. PAUL

INSURANCECOMPANIES

-240 «.....8 *I''P ../*.x

O00o0

Serving you around the world... around the clock
St. Paul. Minnesota 551C2

Join Jack Merriweather and us in a
good thing: The St. Paul's Umbrella
Excess Liability Protection. Your catas-
trophe may be delivered tomorrow, if
someone gets the order processed in time.

Send for free catastrophic brochure*

D- See all the bad things that could happen
and you'd still be protected.

I-See a complicated chart that shows you
the limits of each type of coverage.

*Please write on yourletterhead. Wedidn'twant

you to have to print your name on a tiny line
in an ugly coupon.



MOTOR TRUCK REGISTRATIONS
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Focus on motor fleets ’

ommercial vehicles are big business and a big part of the nation's 12
economy
As the graph on this page shows, we now have more than 16 !
milhon motor trucks, double the number there were in 1950 Many of
these trucks (3 5 million to be exact) and many automobiles (19
million) are counted among vehicles owned by 75,000 motor fleet
operators All motor fleets now include more than 74 million of about am
100 milhon vehicles registered in the U S And they acco.unt for an . =
even larger share of mileage because they are busy doing the nation's 2
transport chores = o i I
Insurance alone for commercial vehicles now COStS In excess of $2 2 1920
billion annually, about one-fifth of the nation's total outlay for auto
insurance The nation's fleet of mctor trucks has doubled in number since 1950 to
These figures indicate the responsibility motor fleet owners have to 5 total of more than 15 million vehicles This number constitutes fully
operate their vehicles safely and to prudently insure them against 37 % of the world s trucks A maior share of motor trucks operated in
highway mishaps The scope of this responsibility and how it is met the U S are part of motor fleets serving the nation s consumers and
by fleet operators will be reviewed in a special section of the January businesses There are an estimated 75,000 motor fleets of 10 cr more
vehicles, including in excess of 35 million trucks On January 5, Business
Among the features in the section will be Insurance will publish a special section devoted to the insurance and

* An analysis of the meaning for fleet operators of various proposals safety p-oblems faced by motor fleet OPRIAIOIS L ie Manufacturers Assn

to reform the auto victim compensation system Some of the proposed

o

[0

0]

1N

1930 1940 1950

5 issue of Business Insurance

letters

FIA on paper

To the Editor The lead article
in the Sept 15, issue of Business
INnsurance comments on two re-
cent fires of multi-million dollar
size at properties in the paper
industry and properly emphasizes
the concern of FIA, and other
insurers of such risks, as to ade-
quacy of fire protection standards
and the security of fire protection
equipment at properties of this
general type Some of the com-
ments in your article require clar-

1 968 1 fication to avoid possible misin-

terpretation

These two fires are the latest of
an increasing number of major
losses that have occurred at paper
manufacturing and processing
risks in recent years and, while It
is anticipated that the final eval-
uation and adjustment of these
msured losses will not reach the
figures you have used for esti-
mates, they will seriously affect

changes would directly affect insurance costs for motor fleet opera- tion gifts indicate that foundation directors want to relieve some of the overall Ioss ex&erlence of this

tors, though those who offer the reforms are understandably vague the root problems of our society
about the effect of their plans on insurance rate structures One grant, for example, goes to a research project high school foi
« Interviews with motor fleet operators who have been successful in drop-outs designed to be a model for school systems Another Contri-

occupancy class hich iS already
unacceptable to insurers and con-
tinues to deteriorate despite our

efforts m both engineering and

reducing accidents by introducing driver safety training National bution will be used to rehabilitate jail inmates through programmed underwriting areas

Safety Council figures indicate that commmercial trucks and cars have instruction to develop skills to be used when the prisoners are The development of high piled
accident rates far below that of private passenger cars, and their released This project'E success Is measured by the fact that 70 % of stock warehousing facilities, such
accident records have generally improved in recent years Buslness Inmates particlpating nave completed the programs and have held as at the Mead risk, which pre-

Insurance will tell the safety secrets of some of the nation's best-run Jobs for an average of one and a half years

fleets Yet another of tite CNA Foundation gifts will be used to provide

« Insights into what major fleet insurers are doing to save insurance economic opportunities for minority-group businessmen, helping them
premium dollars for their policyholders Special reports will tell how establish their own enterprises with gross sales in the range of
insurers are using new safety materials and rating incentives to $100,000 to $500,000 annually Other funds will go to further the work
reduce motor fleet insurance costs
= News of what Detroit manufacturers are doing to make fleet vehicles patients in their home communities

safer to meet and exceed Federal safety standards We believe it to be in enlightened self-interest of insurers to help

Throughout the January 5 special section, Bustness Insurance aimless drop-outs, Jobless ex-convicts, opportunity-pool ghettc dwell
writers will point up the close interrelationship between motor fleet ers and forgotten mental patients These are society's exiles They-
insurance costs and programs that promote safety through driver understandably-cause a disproportionate share of property damage
training and proper vehicle maintenance

Readers are invited to suggest motor fleet topics they would hke to

and personal injuries

We believe that the directors of the CNA Foundation made their

sent fire potentials beyond that
which can be cared for by con-
ventional sprinkler protection, has
been recognized for seveial years
and supplemental protection stan-
dards have been developed and

of an agency that tra_ns local people to work with former mental urged upon propeity owners for

some time

The continued presence of such

| deficiencies, with excessive delays

in the recognition and installation
of needed protection, unnecessari-
ly exposes properties to fire dam-
age of a scope which cannot be off-

set by premium increases alone

see covered m the special section that will put the focus on motor bequests because they are erudite men of this century conscious of Similarly, the absence of thorough

fleets

also be credited with knowing the true meaning of loss prevention

here was good news in the announcement fromm CNA Foundation,
I supported by Continental Assurance Co and Continental Casualty
Co, that It doubled ItS gifts to community and united funds in 1969

Certainly many other insurance companies have sharply increased
their charitable contributions in | ecent years, but the CNA Founda-

Application reading

rr 7 e note there are many decisions in a large number of states
W W holding that where an insurer's agent enters false answers to

gAions contained in an application for insurance, despite a truthful

the basic pi oblems of society and how to meet them But they might preplanning for response to a fire

emergency, particularly to assure
the full effectiveness of fire pro-
tection installations and fire fight-
ing techniques, readily leads to dis-
asters such as the incident at Jack-
sonville Paper

Effective top-level management
interest in the prompt elimination
of recognized deficiencies and the

disclosure by and without the knowledge of the applicant, or insured, maintenance of a high quality of
the insurer IS responsible for such erroneous answers, and cannot defend plant security 5 most essential

plicant's answers were false

business insurance

for buyers of emplove, property and Iiabzlity protection

followed in the solicitation of insurance, and the rehance which appli-
STEPHENT GILKENSON, Eastern Ed:ior ASsociates Chicago-TERESANOR- cants usually place on insurance agents They have declared that a con-

TON, THOMAS ELUTZ Washlngton STANLEY E COHEN San Franmsco— trary rule would encourage mischief and fraud
KENN ACDONALD Hartford-ALLEN M WIDEM Minneapolis-R
MENTZ SUHRBIER Correspondents in aII principal catzes

director

The courts, in so deciding, have considered the practices commonly is generally

the action on the subsequent Issued policy on the ground that the ap- These matters are particularly im-

portant at properties where there

a h|9h level of com-

ible occ pancy such as the pa-
per industiy

As to rate structures, existing
filings applicable to sprinklered

URTON ROVENS, art The theory is that when the agent was acting as the agent for the properties are sufficiently flexible

insurer, it is estopped to assert the falsity of the answers The courts to permit full recognition of m-

gﬁé‘?%?ﬂ&ﬂﬁﬁ/%t‘é@%‘?@?ﬂ@{/ sl e\7Vcésh|ngton"'lllff CTRARLES LEVIN. say the agent's knowledge was imputed to the insurer, and that in the creased loss potentials and indi-

SON, insurance manager, Port of New York Authority ELLIOT BEIER manager of
pension and profit-shanng services, Nuveen Corp, New York J E BENOIT, J E

Benoit & Assoc. St Leonard, Quebec CARL J VOGT, supeivisor of workmen's Some courts use the old maxim that where one of two innocent per-
compensation Eenera

partner, Hewitt Ssociates. ‘T_l’%er\rfi/?/ﬁ%r. TiBISTPA FRANCTE, rh%%ﬁ?f of sons must suffer by reason of the fraud or misconduct of a third person

benefits planning, Colt Industries New York J P OLSEN, insurance manager, the loss should fall or him who made the perpetration of the wrong
Ingersoll-Rand Co, New York NED MILLER, partner, Romm Miller & Lazarus,

New York JAMES J ANDERSEN. insurance manager, Sqwbb Beech-Nut Inc, possible Now these rulings do represent the great weight of authority

New York HAROLD A CLARK, manager-plannmg, employe benefits, Sperry
Rand Corp. New York JOSEPH GULLO vice president of insurance, D H On the other hand, En considerably fewer decisions, it has been held

eyes of the law, it thel efore issued the policy, knowing the true facts vidual risk rates are up-dated as

conditions require As many of
our policy holders recognize, pa-
per industry risks insured! by FIA
have now and will continue to be
effected to a maJ or degree by our
current evaluation of loss poten-

Overmyer Co, New York PAUL C JOHNSON, insurance manager Sea-Land that the applicant 01 .nsur ed was chargeable with and responsible for tial and it would be a mistake for

Service’lnc, Eliza ON, insurance manager, Si
Los Angeles R(5)§(ERTJABRAHAM§{8N insurance manager,
Minneapolis, WILLIAM J JONES IIlI, aSS|stant to the treasurer, overseas chemical
division, W R Grace & Co, New York

soliciting agent
These decisions rest on the grounds that zhe agent, being engaged in
RONALD R WALINDER roduction mana r . . : . . . :
District managers New York- CHARLIfS A HORVATEL THOMAS J. O'MARA perpetrating a fiaud against his principal, was not acting as tne agent
Chicago-LAMAR R LEAHY of the insurer in the iransaction, and the insurance company was not

Southern representative--WILLIAM B CARR.
2500 N E 48 Lane, Fort Lauderdale, Fla 33308 bound by his conduct, or chargeable with his knowledge Also, that
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ontro(rf)ata Corp, such false answers in the application, especially where the truth of the your comments to lead to any
answers was warranted and where the msurer's agent was a mere other interpretation

Industry must fully recognize it
creates its own loss expetience by
the nature of the properties it
constructs and the manner in
which they are used Insurers can
only assist in providing advice as

the signing of the application by the applicant or insured, without to the protection property and then
reading it and discovering the false answers, constituted gross or in- must adjust the scope and cost of

underwriting commitments on an

They say that a palpable fraud was comm.tted against the insurer and economically sound basis

J. H. Keenan
Assistant, General Manager,
Factory Insurance Assn ,NY

Fidelity bonds

To the Editor In a recent issue
of Business Insurance, an article
was published under Risk Man-
agernent Notes, prepared by War-

Continued on page 30



SALE

How do you register after the sale®?

» Have you a confident feeling that your
insurance buy was the beginning of a
long and happy business relationship?

Or do you wonder whether, a year
from now, another agent or broker,
with another company, will be writing
the account ?

Or do you wonder if, the first time
you have- a claim, you won't get the
service you expect?

Or do you go so far as to wonder if

the company in which you have your

policy will still be the same company,
with the same agent or broker, all
through the policy period?

If you wonder about these things,
you're not doing business with Zurich-
American, the un-merged, un-conglom
erated, plain old-

fashioned insur-

ance companies

with new-fash-
ZURICH-AMERICAN

IINSL-KAN, 1 1-,3\IDAN |

C==6=:C -1

-|--it i

ioned ideas-com-

panies that spe-

cialize in writing insurance and render
Around-the-Clock Claim Service

around the world.

Quite a mouthful, that. But true. Ask

your Independent Agent or broker.

ZURICH INSURANCE COMPANY

AMERICAN GUARANTEE ANO LIABILITY INSURANCE COMPANY
ZURICH LIFE INSURANCE COMPANY

ZURICH AMERICAN LIFE INSURANCE COMPANY

111 West Jackson Blvd., Chicago. lllinois 60604, Phone: 922,3124

SM:!{3«5jiSSESM{1552:5

MinneaDolls,Milwaukee.Ch;cago, Jackson, New Orleans, Dallas'
Houston Oes Moines. S!. louis. Kansas City. Portland. Sacramento.
San Francisco los Angeles. Phoenix

©1969 Zurich American Insurance Comoanies



INn concert with risk management

ROCHESTER, N. Y.-The peo-
ple at Xerox Corp. here have ini-
tiated a program of minority hir-
ing which seems to be in harrnony
with the company's risk manage-
ment program.

Xerox gears its insurance pro-
gram to the catastrophic event
that could affect the earnings
power of the company, and hiring
ex-convicts, "inner city" residents
and handicapped workers doesn't
pose any possibility of a cata-
strophic loss, explained Charles
M. Armstrong, property and cas-
ualty insurance manager at Xe-

"Clearly Xerox was committed
to the hiring of ex-convicts and
handicapped workers, and only
we could assume the. risk,"” Mr.
Armstrong told Business Insurance,

THE COMPANY's surety bond
writer, Federal Insurance, has
agreed to cover minority group
employes on a "limited liability"
basis after Xerox submits appli-
cations on each employe. Mr.
Armstrong said that the insurer
has agreed to cover "the bulk" of
the several dozen ex-convicts and
handicapped workers which the
company has taken on.

Xerox said that 16 % of newly
hired workers-one out of six-
are minority group employes.
Most are hard core unemployed
-the under educated and inner
city inhabitants.

Hiring began several months
ago when Xerox, in a move to
explore untapped work forces,
dipped into the "hard-core" un-
employed. As a first step, Maurice

IT it

bothers

you to

Downey, Xerox manager of spe-
cial services, talked with prison
parole officers about job possibili-
ties for ex-convicts.

AFTER INTENSIVE screening,
acceptable trainee prospects were
found. Decisions were based on
parole officer recommendations,
the parolee's willingness to work
and his willingness to cooperate
within a large corporation. "The
men were chosen regardless of
their crimes," noted Mr. Arm-
strong. 'We have murderers,
forgers, conmen-the gamut. But
our only concern is their future,
not their past.”

Normal fidelity coverage on
such employes was not readily
available: Mr. Armstrong said, be-

cause "we couldn't exNect an in-

belong to
iInsurance anonymous™

Let us show you the end of faceless, name-

less, mass-oriented business life insurance.
Revolutionary new COMP-U-TERM treats
your needs-business or personal-as one-of-

a-kind, with infinite choices for personalizing.
COMP-U-TERM introduces insurance

benefits tailored precisely to your needs-free
of rate book standardization. It allows your

surance company to cover an ex-
posure that we deliberately-al-
though with a noble intention-
sought,” he explained. "Most of
the losses we sustain will have to
be absorbed as part of the cost of
this program. But | can say that
so far we haven't had one bad
experience."

Xerox said the ex-convicts are
working side by side with all
other workers, their backgrounds
unknown to the rest of the em-
ployes. The company adds that
progress is judged solely on per-
formance with "no weight placed
upon prison records."

ACCORDING TO Mr. Downey,
the number of accepted ex-con-
victs is increasing. Their jobs
range from computer programing
to stock work. In fact, the pro-
gram is showing such success it
has been a subject of considera-
tion within prison walls, especial-
ly among prospective parolees.
The company's news organ re-
ports that requests used to come

benefits to increase, decrease, or remain level

- in any pattern meeting your specific, indi-
vidual requirements, no matter how unique.

COMP-U-TERM is perfect for short or
long-term Key Man protection in land devel-
opment, construction operations, short-term
creditor insurance. Or your own out-of-the-

ordinary situation.

COMP-U-TERM®makes business Lite Insurunce flt like a glove

MAKE US PROVE IT. SEE YOUR CONTINENTAL ASSURANCE MAN, OR YOUR INDEPENDENT AGENT. OR USE THE COUPON.

- CONTINENTAL

~ AdsIrRAREE o

1-CNA FINANCIAL CORPORATION

©CA/CNA, 1969

CONTINENTAL ASSURANCE CO.- DEPT. 109

310 S. Michigan Ave., Chicago, 111. 60604

Yes, my insurance needs dre different. Rush details on how

City.

COMP-U-TERM may help me.

Name

AddreRR

State

_Title

7ip

in to the attention of personnel,
but now bear Mr. Downey's name.

Similar success has been seen in
the hiring of handicapped indi-
viduals. Xerox, in recruiting blind
and disabled workers, tried to
overthrow the "spartan" concept
6f hiring, according to Mr. Dow-
ney. The deaf, the blind, persons
deprived of the use of legs and
confined to wheelchairs, these are
just some of the "special” em-
ployes Xerox made minor adjust-
ments to accommodate.

For example, a current comput-
er programmer trainee, formerly
selling newspapers on a corner,
works with Braille computer pa-
per. This triples the amount of
paper used, three lines of Braille
equaling a single line or regular
print. Occasionally, an assistant
will read long lists of information.
Otherwise, the blind employes
perform identically to the others
in their class.

ANOTHER COMPUTER course
enrollee is a polio victim confined
to a wheelchair and disabled from
the waist down. The man was not
born disabled, and so found his

new and tragic condition that
much nnore unbearable when
other employers turned him down
because of his handicap. Quoted
in the Xerox World, the employe
said, "I know guys no more quali-
fied than | who got hired for the
sarne job after | was turned
down.”

Major insurance hazards for
disabled workers are encountered
in getting in and out and around
:he premises of employment. A
major block in hiring wheelchair
applicants is an
building. But the Xerox plant in
Rochester, New York, scene of a
great deal of the minority hiring,
is specially designed with wheel-
chair ramps and wheelchair-ac-

cessible washrooms to accommo-

inaccessible

date persons deprived of normal
locomotion. And easy-access toilet
facilities helps eliminate personal
sickness due to restricted activity.
Once again, the responsibility
for workmen's compensation risks
is mostly Xerox's, since the firm
has a retrospective rating plan
through Employers Insurance of
Wausau and is in effect paying for
administrative service from the
insurer. But company sources in-
dicate norrnal injury trends for
the handicapped workers, with
only minor accidents reported.

XEROX EXPECTS equal re-
turn for its efforts, it should be
noted. In the case of ex-convicts,
Mr. Downey's preliminary inter-
views "lay it right on the line," in
his words. Such pre-training dis-
cussions cover the facts about
working with others in a big cor-
porate structure, making no bones
about the considerable adjust-

mMments i Nnvolved. -

Camille slaps
Xerox for

$250,000

ROCHESTER-Xerox Corp. suf-
fered damages to its duplicating
equipment of an estimated $250,-

000 from the ravages of Hurricane
Camille.

"Most of Camille's destruction
centered along the waterfront
areas, where Xerox had many
types of copiers and duplicators
installed," reported Jeff Tidwell,
manager of the New Orleans
branch.

Xerox is insured for property
damage by Appalachian Insur-
ance Co. The firm does not carry
business interruption coverage for
its leased equipment in the field,
although such insurance is writ-
ten by Factory Insurance Assn.
for copiers and duplicators under
production at Xerox plants. -



Survey shows municipalities lack

DALLAS-The Dallas-Fort
Worth chapter, American Society
of Insurance Management's 12th
annual conference took a look at
risk procedures in municipal gov-
ernment, international employe
benefits and ASIM in a time of

challenge, among other hot topics.

Larry Wallace, manager of in-
surance and employe benefits,
Otis Engineering Co., Dallas, was
general conference chairman. Rob-
ert L. Stoeck, insurance adminis-
trator, Ling-Temeo-Vought Inc.,
Nitsche,
director of insurance and pen-

Dallas, and Jerry T.

sions, Dresser Industries, Dallas,
presided at the morning and aft-
ernoon sessions, respectively.
"There is even greater need for
effective risk management tech-
niques in Mmunicipal government
than in business corporations,”
because, arnong other reasons, the
burden of loss falls on a concen-
trated area and the ability to raise
additional revenue might be se-
verely hampered due to possible
losses. to citizens arising from the
same peril. "The problem is that
iri most cases (municipal) officials
do not even know what their
objectives are, let alone the pro-

cedures Nnecessary to achieve

them.”

THESE ARE SOME of the con-
clusions Jerry |I. Todd, assistant
professor, department of finance,
University of Texas at Austin,
made as a result of his survey of
cities in 10 states, including Tex-
as. He prefaced his remarks by
stating that in the past 20 years
urbanization and demands by citi-
zens for. expansions of everything
from schools to zoos are on the
upswing, and "each new service
or facility offers new possibilities
for property and liability loss ex-

"ldentifying and analyzing loss
exposure requires specialized
skills - and knowledge. However,
whereas many business firms em-
ploy full or part-time risk manag-
ers to attend to this function, mu-
nicipalities, for the most part, rely

on outside help and advice."

He said that problenns of risk
analysis and control for the mu-
nicipality have been magnified by
the recent court decisions and
statutes recognizing increased lia-
bility exposures of municipalities
to third parties. About one-fourth
of the states or more, including
Texas as of Jan. 1, 1970, have had
their immunity to tort liability
abolished (of the 10 states sur-
veyed, in all except Texas was
this action taken by the state su-
preme court; in Texas, however,
it was taken by the legislature).

Like the business corporation,

municipal corporation in
many states is now held liable for
negligent actions of its employes.
"Even the failure to act, particu-
larly by high officials, may sub-
ject the municipality to liability
suit. There is one case on record
which held school board officials
personally liable for failure to re-
quire a building contractor to

provide a performance bond," he
noted.

"WHILE CITIES are beginning
to think in terms of stronger per-
sonnel administration, systems
analysis and financial manage-
ment, the risk management spe-
cialty has yet to emerge from the
role of insurance purchasing. Pro-
cedures for effective risk control
are often inadequate," he said. Of
the cities in the 10 states included
in Mr. Todd's survey, 79% do not
have written policies regarding
insurance matters, and of those

that do, the statements are far
from comprehensive. Only 10 of
195 municipalities indicated that
they have anyone resembling an
insurance manager. In almost
half, wither the city council or
city manager or mayor alone de-
termine city policy on insurance
practices. Only about half collect
loss statistics for property losses
or liability judgments. Large
numbers of municipal officials are
unaware of their exposure to lia-
bility.

"A real problem in policy mak-
ing,” said Mr. Todd, is that in
more than one-third of all cities
surveyed the city council does not
determine city policy on insur-

ance practices, even though it is

ultimately responsible to the citi-
zens for the safety of city assets
and the ability of the city govern-
ment to provide continuous city
services.

"Although few municipalities
surveyed consider the function of
risk management as more than
the 'whens' and 'hows' of insur-
ance purchasing and the filing
and payment of claims, at least
the purchase of insurance is gen-
erally centralized, which is im-
portant whether coverages are
negotiated directly with insurers
or placed through local agents or
agents' associations. The director
of finance is the insurance pur-

chaser in three-fourths of the cit-

ies surveyed. The mayor or city

manager is involved in over half
of the cases,” according to Mr.
Todd.

"IT WOULD greatly increase
efficiency if the decisions to m
sure, the amounts of insurance to
purchase, and the types of con-
tracts to purchase were deter-
mined centrally, rather than on a
departmental basis. Another pos-
sibility for greater efficiency in
city risk management would be to
include public housing authorities,
hospitals, water and other utilities
-—even school districts-under a
competent risk manager's respon-
sibility. Two obstacles appear to
stand in the way of such accom-
plishments: 'politics' and the fact
that it is not uncommon for school
districts or city utilities to be bet-
ter managed from a risk control
standpoint than the city,” he ex-
plained.

Observing that the purchase of
insurance from private insurers is

AEtNna mnow

guarantees

onNn group
pension funds.

the dominant means used to re-
duce municipal risks, Mr. Todd
said that a very small percentage
of those cities responding to the
survey acknowledged using any
other method of controlling be-
sides insurance, especially for lia-
bility risks. The only exception is
workmen's compensation, which
is insured in state workmen's
compensation funds in more than
one-third of the municipalities
outside Texas.

"Self-insurance funds are al-
most nonexistant in municipal
governments,”" he said. "Only eight
cities out of 195 appear to have
bona fide self-insurance funds.
Four of these are supplemented
by excess insurance. Many cities,
however, pay some losses out of
current appropriations for losses
or out of general funds."

«DURING THE PAST few

years, interest and participation
Continued on page 34

Once more, IEtna is a step ahead of the industry
in liberalizing interest guarantees on the fixed
dollar portion of unapplied funds held under deposit
administration and deferred annuity contracts.

The new guarantees will be given to all deposits
made in the first five contract years until such
funds have been applied to provide pensions.
Interest will be compounded at the following rates:

First Two Years........ 7%
Next Eight Years...... 51/2%
Thereafter.............. 4%

These guaranteed interest rates will also be given
to the fixed dollar portion of similar funds held
under all investment-type (including IPG) contracts.

For more details, talk to your broker or AStna
Group Representative.

OUR CONCERN IS PEOPLE

LIFE & CASUALIlY



Patent infringement insurance cannot be bought

NEW YORK-Patent infringe-
ment suits are currently pending
against at least two major U.S.
corporations, which has raised an
important question from insur-
ance buyers: Is insurance protec-
tion for such an eventuality avail-
able?

Apparently it is not. That, at
least, is the consensus of several
knowledgeable in the field ques-
tioned by Business Insurance.
Nevertheless, there is an interest
in the possibility of such cover-
age.

As one source at a company
now embroiled in litigation said:
"We'd be interested in finding out
if there is such an animal. Not
that we would buy it, but the
possibilities would certainly be
explored.”

The latest suits involve RCA

and U S. Plywood-Champion Fa-

pers Inc.

RCA HAS BEEN sued by It€k
Corp., a manufacturer if optiDS
and electronics products head-
quartered in Lexington, Mass.
The Itek patent involved, issued
in 1 965, ccv ers a data processing
system used in high-speed Compo-
sition tha- can be used for print-
ing.

In its complaint, Itek charges
infringernen: of the patenf by
RCA's Videocomp electronic .cm-
pcsition system, which was intri-
duced commercially in 1966. The
system generates images of type
characters on the screen of a
cathode ray tube at rates of ulg to
several thousand characters a sec-
or.6. The characters are then pno-
tographed Lne by line or page Dy

page, and the resulting filmm may
be used for preparing a printing
plate.

U.S. Flywcod-Champion Paper,
on the other hand, has been sued
oy National Cash Register, alleg-
ing patent infringement on a
process used for carbonless paper.

NATIONAL CASH Register
said it has been manufacturing
ard selling various kinds of car-
bonless papers covered by patents
fir more than 10 years. Carbcn-
less, multicopy papers are used
mostly in business forms and com-
Luter printout sheets. A prozess
known as rnicroencapsulation is
used, in which the paper is
ccated with tiny dye-filled cap-
seles. The dye becomes visible
when the capsules are ruptured

ty a tyrewriter key or pen point.

e
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U.S. Plywood-Champion Paper
announced in January that it was
coming out with a similar product
called Micron Il. "After discovery
of our unique process of microen-
capsulation," a company spokes-
man said after the suit was filed,
"we reviewed carefully all exist-
ing patents in this field. This not
only clearly indicated that our
process for making Micron Il
wouldn't infringe any existing
patents, but led to the application
for our own U.S. patents which
months

-were several

granted
ago."

Despite the outcome of both
suits, which will probably be
some time coming, it is believed
that patent infringement insur-
ance will not figure in either of
them. RCA does not have such

coverage, a company spokesman
said, and it is believed the same is
true at U.S. Plywood-Champion
Paper. (A spokesman for the lat-
ter refused to discuss the case or
whether his company has patent
infringement coverage when
questioned by a Business Insur-
ance reporter.)

\WE'VE LOOKED into it from
time to time and even sounded it
out with our brokers several
years ago," a source at RCA said.
"It was available at one time, |
understand, but it was with-
drawn. | think the loss experience
was pretty horrendous and the
company writing it got scared and
pulled out,” he said, adding that
RCA would be interested in find-
ing out if such coverage does ex-
ist.

It is believed that Seaboard
Surety Co. was the only major
company writing infringennent
coverage for years. The company
pulled out of the market five or
six years ago, however.

"Yes, it was basically because
of a profit motive," a Seaboard
source said. "But we never had a
tremendous loss experience with
it," he added, noting also that the
company didn't write many in-
fringement policies and was pretty
cautious about those it did as-
sume, issuing them only after

thorough patent searches had
been conducted.

SEABOARD, the source further
explained, had reinsured all its
infringement covers with Lloyd's.

"If | recall correctly, Lloyd's
sent a group over here to study
the possibility of assuming some
of the business when we discon-
tinued the coverage. | think they
finally decided they were too far
away from it,"” he said. He noted
also that it was rather involved
coverage to write. "We were in-
sisting that competent patent at-
torneys-sometimes two or three
of them-make thorough studies
before we issued a policy," the

Seaboard man said.

A source close to the Londori
market confirmed that if Lloyd's
is writing patent insurance in this
country "it would be safe to say
they don't write much.”

SOURCES at Marsh & Mc-
Lennan said that they have in-
quiiries from time to time but
have been unable to place the
business.

"The latest report we have for
a client is February, 1969, and it
was zilch then. There just isn't
He added
that many underwriters are afraid

any market for it."”

patent infringernent insurance
would be "considered a license to
do anything you want to when a
product is developed that already
is patented.”

He added also that the loss ex-
perience of companies who wrote
patent infringement covers was
rather poor. "The trouble was
that there really wasn't any
spread of the risk. If you write a
few of them (policies) and have a
couple of losses, you're dead,” he

= ——wm E «— 2 —

Comp costs 17.7% more

A workmen's compensation in-
crease in Texas, which went into
effect in May, has raised employ-
ers' premiums for the insurance
by an average of 17.7 %, according
to Ed Kasper, head of the work-
men's compensation division of the

state insurance department. A new

law increased the rnaxirnurn

weekly benefits from $35 to $49
and increases the minimum bene-
fits from $9 to $12 a week.



CG to back prepaid medical plan
open to all residents of complex

By ALLEN M. WIDEM

HARTFORD-Connecticut Gen-

eral Life Insurance CcO. has

agreed with Johns Hopkins Medi-
cal Institutions to become finan-
cial administrator for a new, pre-
paid, in-patient and out-patient
medical insurance plan in the
new, fast-growing city of Colum-
bia, Md.

This marks the first such plan
backed by an insurance firm and
is available to all Columbia resi-
dents.

Connecticut General has served
as chief financial backer of real
estate developer James Rouse's
new community in Maryland's
Howard County.

ONE SIGNIFICANT factor-
believed to be unique in the in-
surance industry-is permitting
virtually all residents of the de-

Japan starts
scheme for

loan cover

TOKYO-Japanese companies
purchasing machine, tools, presses,
printing machinery, textile ma-
chinery and other equipment with
the aid of business loans will ben-
efit fromm a governmental "loan
insurance system" to be imple-
rnented frorn next year by the
Ministry of International Trade
and Industry.

The use of business loans as a
means of purchasing machinery
on credit has greatly increased in
the past few years in scope within
industry.

The method used is that of a
three-way tie-up with the dealer
and a bank, which pays for the
machinery and collects payments
in monthly installments from the
third person, the purchaser.

THIS SYSTEM has a number of
merits, such as lower interest
rates than in ordinary installment
purchasing and simpler account-
ing procedures.

The chief drawback to the sys-
tem has been the danger of the
purchaser's bankruptcy prevent-
ing conclusion of repayment. Com-
panies making use of business loans
have thus been required to provide
security for the banks, and this has
limited the use of business loans as
a means of financing equipment
investment.

Dealers and users will be co-
signers as insured parties and
would therefore share risks.

The categories eligible for bus-
iness loan insurance will include
machine tools, forging machinery,
printing machinery, textile ma-
chinery, mining machinery, civil
engineering and construction ma-
chinery, bookmaking machinery,
wood processing machinery, indus-
trial furnaces, plastics machinery,
electroplating machinery, casting
machinery, precision measurement
equipment, testing equipment, an-
alytic equipment, and fork lifts.

The ministry expects that as
much as $111 million worth of
loans will be insured in the first

vear the system is used. -

Consultant moves

The Zischke Organization Inc.,
pension plan consultants, actuaries
and administrators, are moving to
new quarters on the entire 6th
floor of the just completed 38 story

Aetna Life & Casualty Building,

San Francisco.

velopment to join if they so de-
sire.

The new Columbia plan empha-
sizes preventive medicine, pro-
vides hospitalization and a wide
range of medical services (i.e., of-
fice visits to physicians, diagnostic
services, prescribed drugs, psychi-
atric and maternity care and peri-
odic health evaluations).

Financial details were not di-
vulged by Connecticut General,
but one source told Business In-
surance that the projected plan is
to cost the -typical Columbia fami-
ly $43.50 monthly.

The plan is to be launched with
eight doctors at a clinic; patients
needful of hospital facilities will
be sent to Johns Hopkins Hospital,

Baltimore.

INITIAL PHASE of the Colum-
bia hospital-clinic will have been
erected at a $3.5 million cos: by
1971. Seven years later, it will
contain 180 beds in a 100,000-
square foot structure.

Columbia itself is projected to
hit a 125,000 population level by
the late 1970s. The figure at pres-
ent is 5,000.

Business Insurance learned that
these benefits are included under
the Columbia plan:

- Out-patient services at $2 a
visit, services for preventive care
(check-ups), diagnostic care, eye
examinations and eyeglass pre-
immunizations

scriptions, and

injections and annual health re-

view -prescriptions .to be included.

- Hospital care in a semipri-
vate rcom for as many days as is
necessary, less cost, intensive care
service, surgical and medical care.
fee).

- Maternity care (flat $100
fee).

- ¥4 ouse calls by doctors ( $5
for first vist, $2 for each addi-
tional visit for same iliness).

= Hospital care-up to 30 days
a year-for disabilities connected
with mental illness.

- Free an-lbulance service
when ordered by a Columbia Plan
physician.

JOHN S. W¥PER, a Connecti-
cut General vp, remarked that the
firm agreed .0 the plan "because
of the exciting possibility that this
concep: will offer Columbia area

people better health care at lower
cost.’

He said. loc.

"We hope :1 demonstrate that

aa active partnership between a
trajor provider and major finan-
:er of health services is feasible
on a financially sound, private
basis.

"If our objectives can be
achieved, we are confident that
the program will have national
significance."

From -Dr. Robert M. Hayssel,
d.rector of the Johns Hopkins of-
fice of health care program, came
the observation that emphasis will
be on preventive and ambulatory
medical care.

HE ADDED:

"Tne prefayment idea really
removes economic consideration
from the doctor-patient relation-
ships.

"It will encourage members to
se.ek early diagnosis and treat-
trent of illness.

"Our periodic health evaluation
service will help further in de-
tecting health problems early." -

Who says,"Accidents can he controlled?”

Kemper Insurance does!

That's why our Loss Control Engineers use

computer data in analyzing accident potential.

This helps policyholders reduce the severity

and frequency of accidents.

Computerized accident control, from Kemper

Insurance, is one'way to help you reduce the

amount you pay for Workmen's Compensation

insurance. Our computers help pin down the

exact locations and causes of accidents in your

plant. They tell you what those accidents are

costing you, too. When these facts are compared

with experience of similar businesses, we ha: e

a sound basis for a joint program to help you

make your business safer . . and bring down

your Workmen's Compensation insuranze

premium.

Our Loss Control Engineers have years

of experience in a variety of industries

and in such specialized areas as

industrial hygiene, technical

engineering, occupational health,

and educational training. These

services, combined with

computerized accident

control, have proven

that "Accidents can

be controlled.”

To learn more ,

about this derogram,4 54*0

see the Yell

Pages listing of

&r/

your local independent

Kemper Insurance Agent,

or write Walter White,

Vice-President, Kemper

Insurance, 4750

Sheridan Road,

VW* 1.

Chicago, Illlinois 60640. 4 : f k

5,Mf58.

Kemper Insurance
You can count on Kemper care 1
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Continued from page 24
ren, McVeigh & Assoc., San Fran-
cisco.

The article contained some very
interesting information concerning
fidelity coverage, most specifically,
the availability of a fidelity bond
for persons with prison records.

I happen to have an account
which has a special problem simi-
lar to this and would very much
like to know how they can obtain
a bond through the Federal Man-
power Retraining Act.

Would it be possible for you to
supply me with more specific in-
formation so | can Advise my
client whom to contact?

Thomas A. Stang

President, Stang Associates, Inc.

Jacksonville, Fla.

Editor's Note: You may contact
United Bonding Co., 1121 15th St.,
N.W., Washington, D. C. 20005.
According to sources at the U. S.
Department of Labor, the compa-
ny will provide , bonds up to
$10,000, premiums for which aTe
paid bv the Federal government.

Bailed question...

To the Editor: William Rodda's
article "Bailed Property” was most
interesting, and it raises a point
that has troubled me for some time.

Mr. Rodda says: "The presence
of $20,000 worth of other people's
goods on the insured's premises
and for which he is liable would
boost the coinsurance requirement
to $96,000." (Emphasis added.)

My question is this: Suppose
the insured was not liable would
this value be included for coin-
surance? In the case he recites,
assume the owner of "other peo-
ple's goods" filed a claim: Would
the insurance company be legally
obligated to defend the claim? As-
sume they proved the policyholder
not liable: Then they would pay
nothing, but could they then insist
on including "other people's goods"
for calculating the coinsurance?

Your thoughts will be appreci-
ated.

Samuel O. Penn, Jr.

Truman Hayes & Co., Boston,

Mass.

. . . And answer

Editors note: Mr. Rodda replies:
The coinsurance requirement would
not be affected if the insured were
not liable for the property belong-
ing to someone else.

A commonty used wording (that

oj the SMP General Propertv '

Form) provides under personal
property that the policy "shall cov-
er similar property held by the in-

allred and belonging in whole or in .

part to others jor not exceeding the
amount for which the insured is
liable.™

The coinsurance clause refers to
the "property covered hereunder,”
and property for which the insured
is not Liable is not covered. It could
not be included in the value foT
coinsurance purposes.

Fire policies, SMP policies and
other property coveiage policies,
ordinarily do not obligate the in-
surance companv to defend the
insured in connection with bailee
liability. It is up to the insured to
detennine whether he is liable for
the property of others. Such poli-
cies, in addition, usualU¥Y make no
provision for deciding whether
the insured is liable. | do not
know of anv partictilar trouble be-
tween policyholders and companies
because of this silence of the pol-
icies on this point.

Off-premises’
To the Editor: In your Sept. 1

issue there is an article concern-

ing loss adjustment problems

arisin E out of Hurricane Camille.
| agree that the wind-water dam-
age dilemma certainly creates
real loss adjustment probletns;
however | think the situation
was misstated in the latter part of
the article where business inter-
ruption due to off-premises fae-
tors waa treated. It is true that
off-premises power or utility fail-
ure causing mterruption can be
insured, but it is not part of jie
conventional business interrup-
tion form relative to a fire insur-
ance contact or a boiler and
machinery contract.

INn the cff-premises utilities
business inzerruption area rhere
is a furth.Er problem not particu-
larly related to wmci and water,
but rather to the presence of cov-
erage and lack of coverage; that
is, the ex:stence of business inter-
rupticn coverage in respect to a
given plant site and the absence
of business interrupsion coverage

relative to off-premises utilities

If youve gottheusual kindof risk, itdoesn'ttakemuch
talentfo-someonetowriteuptheusual kirdof insurance.
After =111. the coverages cnd rates are somewhere n a

serving the same plant site. The
adjustment problem is to develop
a rational for paying (or not pay-
ing) a business interrupticn loss
,due to an insured peril occurring
at the site in the face of a concur-
rent uninsured off-premises fail-
ure of utilities which would have
shut the plan: down anywav.
John L. Stief
Insurance Manager, 4 Products

and

Chernicals, Inc., Allen-

town, Pa.

Excellent’

To the Editor: Thank ycu very
much for the excellent article in
Business Insurance on our bene-
fits communications program. The
article was interesting to all who
have commented on it to me, and

accurate as well.
From the number of calls [ have
received on the article you ob-

viously have- a very large audi-
ence. | of course read Business

manual And almost anybody can look them up.

But when ycu'vegota differen- kind of risk, you need
someone uith 3 special kird of experieice and insigh:
And a lot of common sense and imaginction. Someone
like MOAC. Fo- when it comes to insuring a risk as ur.-
usual asc giant TV tower-all the way from plant to site

Insurance even when my name
isn't mentioned in it, and so does
our presiden:. | first learned
about 3.2 article as a result of a
call from his office. | receive
notes from him from time to time
with clippings from Business In-
surance attached, asking questions
about item.

We would like to reprint page
52 of the Sept. 15 issue on which
the article abcut American-Stand-
ard appears, so we can distribute
copies to the people in our organ-
ization who put on the presentation
in some 120 cities. May we have
your permissfor to reprint that
page?

Herbert F. Hadley,

Manager of Benefit Planning,

American Standard, New York

Required reading’

To :he Editor: | have been an
avid reader of Business Insurance

since its birth, and | find each

to fall back on.

issue informative, helpful and just
plain interesting.

I would like to particularly
praise your column, "Risk Man-
agement Notes."” This column
should be required reading for all
risk managers.

Thank you, Business Insurance,
for a fine publication.

Norman Barham

Insurance Manager, Investors

Funding Corp. of New Ycrk,

New York, N.Y.

Info response

To the Editor: | am writing fhis
letter to inform you of the fantas-
tic response to my offer of a bro-
chure in your Info for Buyers
column. | received over 250 re-
guests for the br6chure which ie-
scribed our self insurance gro-
gram for workmen's compensa-
tion. The requests were mostly
from corporate insurance buyers.

Continued on page 32

and on through erection -there's nothing but iudgment

At MOAC, we've madea specialtyof this kind of iudg-

ment business. Because over the years we've built the

cosl every time.

broid base on which our iudgmentcan operate.

And while every product and every policy are bound
to te a little different, we've got the records, the research
and the people tocome up with the proper coverageand



Liberalize formula for prorating
liability for truck freight damage

WASHINGTON-T he long-
standing proration formula for con-
cealed damage in trucking freight
has now been liberalized in a plan
that hopes to "accord an equal
factor of responsibility to the ship-
per, interm€diate warehouse and
carrier,"” according to a National
Freight Clairn Council bulletin.

The NFCC's revision of the pre-
vious ruling which prorated on
the basis of mileage, now includes
"broken" transit claims which do
not involve continuous transport
as well as "unbroken"” transit
claims. The new rule will affect
the amount of liability assumption
by the truckers, and, as summed
up by one trucking insurance
man, "we'll have to wait to see

What's more, we'l | serve you from 30 depalmental
and field offices throughout North America. We'll give
you men who can bind larger risks-and bind them
faster-and wiocan settleclaims without checking with
every vice president in the company.

We'll alsogiveyouthe largestavailablestaffo marine

how the insurers respond to this
broader aprroach.”

The plan calls for "broken"
transit claims to be divided ac-
cording to the number of handling
points, each point being a fraction
of the total liability.

IN DETAIL, the trucker's lia-
bility would be affected in the
following manner, based on a hy-
pothetical example: ShipperX
sends a sealed crate of glass items
from his factory in New York to a
customer in San Diego, Cal. The
crate is stored in a New York
warehouse End then delivered by
tucker A t, a train station 100
miles away. A freight train hauls
the crate aiross country to L)s
Angeles, where trucker B delivers

the crate to a San Diego storage
house 200 miles away. The cus-
tonner, when receiving the crate,
discovers a concealed damage to
the glass items and files a claim.

Because there were five points
of delivery, the concealed damage
could have taken place at any one
of them. The NFCC plan would
parcel two-fifths of that responsi-
bility to the truckers, since only
two of the delivery points in-
volved cartage lines.

The two truckers, left with their
two-fifths liability, then divide the
loss between them, comparing their
respective milegages. In this case,
trucker B assumes twice as much

liability as trucker A, because B
carried the crate twice as far. -

Lloyd's chairman Mance
to'explore' in Australia

LONDO N-Boosting business
"down under” in the Southern
Hemisphere will be the mission of
Lloyd's chairman Harry S. Mance
when he visits Australia for a
three-week goodwill tour starting
mid-October.

Through a spokesman in Lon-
don he told Business Insurance: "I
am going out to see for myself
what the insurance situation is
like in Australia where there is so
much expansion going on in many
business directions.

"It is an exploratory trip which
will put me in touch with public
officials and business leaders. | do
not want to make any further

comment on the position at the
moment.”

BUT BEHIND his tour is clear-

insurince-both.wet and dry In fact, we write more
marine insurance than anyone else in the world. We'll
write it bythe manual when it's possible. And we'll write
it on our own when it's not.

For additional information, we invite you to write to
Walter T. Wells, Vice President, Marine Office - Appleton

engineers and surveyors to help keep those | -Mi- & Cox Corporation, 123 William Street, New

claims from occurring in the first place.

M IIW York, N.Y 10038. Aviation insurance through

Of course, MOAC writes all kinds of marine S¥ Associated Aviation Underwriters.
Marine Office -Appleton & Cox Corp.

ly the intention of Lloyd's syndi-
cates to grasp as much as they
can of the tremendous insurance

of the globe.
Mr. Mance will visit construe-

projects that are the key to Aus-
tralia's tremendous growth.

He wiill be visiting Melbourne,
Perth and Sydney among the im-
portant cities.

With Lloyd's prestige behind
him, he will be seeing top leaders

with Britain by placing as much
insurance as possible back in the
"home country.”

play down any suggestion of dras-
tic moves to tap the Australian
market, and hint that anything its

offices there are individual ven-
tures.

HOWEVER, Lloyd's is a well-
knit body that can combine like a
club in developing profit-making
enterprises. And the members are
not going to let Australian poten-
tial lie idle.

But its officials want to correct
the view that moves to enter the
Australian market on a bigger
scale are in any way directly
linked with sterling problems.

They assert definitely that as
far as the British Treasury is con-
cerned there is no difficulty put
upon Lloyd's in dealing in any
country's currency that it virtual-
ly wishes, and support this by
stressing that it already does busi-
ness in more than one hundred
different foreign currencies.

This is a safe comment as far as
Lloyd's as a world wide institu-
tion is concerned, even though
some individual members may
feel they want to expand their

own ventures in directions. -

Buy out partner

in real estate deal

Kaiser Aetna, the new real es-
tate-land development partner-
ship formed by Aetna Life & Cas-
ualty Insurance Co., Hartford, and
Kaiser interests, Oakland, Calif.,
has purchased Macco Corp.'s one
third interest in the 87,500-acre
Rancho California project in Riv-
erside county, south of Los An-
geles. Purchase price was report-
edly $19 million in cash. The ac-
quisition makes Kaiser Aetna
100% owner of Rancho California,
one of the largest multi-purpose
projects in the country. It in-
cludes farming, tree crops, vine-
yards, dairy farms, thoroughbred
horse farms, homesites, county
ranches, recreation and indus-
trial-commercial operations.

If you don't know

ASK McGEE

SPECIALISTS IN
oceEAN
INLAND
M. O, P.

LOSS PREVENTION

Wm. H. M€Gee & Co.,Inc.

MARINE UNDERWRITERS
111 John St., New York, N. Y.10038

Baltimore - Boston - Chicago = Columbus, O. - Dallas
Detroit - Houston - los Angeles 4 New Orleans
Philadelphia - San Franctice - Seanle * Montreal

Toronle
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T hat's the

GENERAL

idea.

We at Geneial Re prefer long term asso-
ciations It'sjust good business Both par-
ties benefit when a reinsurance program
is soundlv constructed for the long run

Another thing about us that will se-

cure youl underwriter is the knowledge
that General Re's nine offices around the

GENERAL

rounti \ pi opide himwith a wide range of

valuable services in depth And General

Re has experts in almost epery area that

generates unusual problems

Tieatv and facultative, and in alllines,

oil a long term basis your underwriter

will do much bettei with General Re

REINSURANCE CORPORATION

ALL FIRE, CASUALTY, ACCIDENT AND SICKNESS, BONDING, AVIATION AND MARINE LINES

Home Office 400 Park Avenue Off ces in Atlanta, Cilcagq, Dallas, |.os

eal

New York, New York 10022
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Giles on the law

Beware of incontestability clauses
INn group insurance contracts: Giles

By JOHN W. GILES
Attorney-at-law

WASHINGTON-You know
that your roster of employes is in
a constant state of flux, with old-
er employes leaving and new em-
ployes taking their places.

You also know that applications
for coverage in your group insur-
ance plan are quite informal,
compared with the ordinary in-
surance application.

Now in spite of the apparent
laxity in carefully screening em-
ployes to determine their eligibili-
:y for group insurance, there have
been comparatively few cases deal-
ing with the problem of whether
the misrepresentation of the em-
ployer-employe relationship is a
defense which a group insurer is
precluded from raising after an in-
contestability clause has become
effective.

THE AUTHORITIES are di-
vided on this question of whether
the incontestability clause pre-
cludes a group insurer from rais-
ing a defense that there was a
misrepresentation regarding the
employer-employe relationship.
rhe view that misrepresentation
may not be contested by the com-
pany is illustrated in several cases
including John Hancock Mutuat
Life Ins. Co. v. Donnan, 108 Fed
2nd 220, and Equitable Life As-
mrance Soc. v. Florence, 171 S.IE.
317.

The other view that misrepre-
sentation may be contested by the
insurance company is illustrated
in Fisher v. Prudential Ins. Co.
218, At 2nd 62. In that case, the
incontestable clause was one year.
The court said that an incontesta-
ble clause, after the passage of
the stipulated period, proscribes
defenses which go to the validity
of the policy, whether because of
noncompliance with conditions, or
the falsity of representations or
warranties, but that it was never
intended to enlarge the coverage
of the policy, to compel an insur-
ance company to insure lives it
never intended to cover or to ae-
cept risks or hazards clearly ex-
cluded by the terms of the policy.

The provision that a policy
shall be incontestable after a cer-
tain amount of time is a definition
of the hazards to be borne by the
insurer, and it means only that
within the limits of the coverage,
the policy stands, unaffected by
any defense that it was invalid at
its inception, or thereafter became
invalid by reason of a condition
broken.

Regardless of which view you
prefer, we submit to you that it is
most important that the possibili-
ty of litigation be eliminated at
the outset by a careful check on
all those persons who are poten-
tially eligible for inclusion under
the coverage of a group policy.
Are they eligible employes?

THE OPERATOR of a trencher
manufactured by the defendant
was injured when the machine
"bucked"” and knocked him to the
ground. He recovered $40,000 in
the lower courts.

The supreme court of lllinois
sent the case back for a new trial,
saying that in cases based on
strict liability of a manufacturer,
the plaintiff must plead and prove
his exercise of due care for his
own safety, and the absence of
such proof will defeat the action.

INn this case the manufacturer
also intended that the action was
barred by the two-year statute of
limitations. The machine had been

out of the control of the manufac-

turer for more than two years.
On this point the ruling was
that an action to recover for per-
sonal injuries resulting from a
sudden traumatic event, accrues
at the time when the injury oc-
curs. This action was not barred
by the statute of limitations ( See
James Williams v. Brown Manu-
facturing Co., Inc., lllinois Su-
preme Court. May 28,1969).

THIS IS A RIPLEY believe-it-
or-not case that will give you the
shivers. The insurer brought an
action for a declaratory judgment,

alleging that a liability policy is-
sued to an insured did not cover
claims made against the insured
resulting from the death of a
third party who was struck by a
car which he was operating.

The facts were that two em-
ployes were told by their employ-
er to pick up the employer's car
from his home. When they ar-
rived at the house. the employer's
wife and daughter emerged from
the house and told them not to
take the car until she called her
husband. Since the insured was
anxious to get home, he decided
to take the car in spite of the
protest. As he was driving the car

CRITICAL ' f
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fire extinguishing system

Safely First's exclusive one-step action ,
puts the fire out while other systems are getting
ready to operate! And there's more

Safety First industrial systems are UL listed and

FM approved to protect larger hazards than any

out of the driveway, the women
tried to stop him.

The employer's wife stood in
front of the car, and the daughter
ran into the house to call the
police after screaming at the in-
sured to stop "because he was
going to kill my mother." Accord-
ing to the witnesses, the insured
continued to move forward while
the wife continued to back up in
front of the car, with her hands
on the hood. When the insured
finally reached the street, he just
took right off, with the woman
still holding on to the hood.

Although he saw her body come
out from under the car, he left
the scene. His testimony later was
at the criminal trial that the
woman had stepped to the side of
the car in the driveway, and that
when he reached the street, he
saw her again, but it was too late
to stop. After the impact, he said
he blacked out and went berserk.

He pleaded guilty to manslaugh-
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ter and received a six-year sen-
tence.

The lower conn found the
woman's death acddental. On ap-
peal the court held that this was
definitely not an accident. Be-
cause of the continuing actions of
the insured, the possibility of in-
jury to the woman could not be
said to be unforeseen, unusual or
unexpected. The judgment of the
lower court was reversed. C State
Farm Mutual Auto Insurance Co.,
v. Treas et al. Maryland Court of

Appeals. July 9, 1969.3

a: a:

A MILWAUKEE woman has
filed a $1,000 suit charging that
the stick-proof lining on a tea
kettle burned on her stove, emit-
ting "poisonous and insidious"”
fumes which killed her bilingual
parakeet and English-speaking
Mynah bird.

Continued on page 42
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Continued Kom page 27

in international employe benefit
functions by U.S. parent manage-
ment, insurance companies, bro-
kers and consultants has acceler-
ated so much that there are sig-
nificant developments every
month," William N. Martin, as-
sistant secretary, group division,
Aetna Life & Casualty Co., Hart-
ford, told ASIM members.

"The local national is the easi-
est to deal with, since there are
fewer problems and variables in-
volved,” Mr. Martin said. The
U.S. expatriate-citizens of our
country assigned overseas-must
come under a benefit compensa-
tion program which is specially
designed for his needs and your
need for him to go in the first
place. Generally speaking, includ-
ing him in your domestic program

-with perhaps some adjustments
-is a satisfactory approach. ,

"The third-country national, the
man without a coun:ry so-to-
speak, presents the greatest bene-
fit compensation challenge. There
is evidence that all segments of
the international employe benefits
industry are making a strong ef-
fort to develop solutions to the
problem of providing benefit
compensation
will satisfy both his and his em-

ployer's general objectives. This is
perhaps the most challenging area

prograrns which

of caring for the individual em-
ploye that we have today.

THERE ARE NO reasons to ex-
pect that the development of so-
cial insurance will slow down
and, in fact, some countries now
only have partial programs or
have only extended them to por-
tions of their total populations,
Mr. Martin noted. "Speaking of

lequisition
Minded

population ' and its explosive

growth, there are developing
around the world some future
funding commitments that really
stagger the imagination. Mexico is
one example of this, since three-
quarters of its total population is
under 30 years old," he said.

"One helpful social security
feature in most European e.oun-
tries is the existence of reciproci-
ty agreements for old age pen-
sions. The agreements permit -a
person residing in any of the par-
ticipating countries to be credited
as though living in his home
country for this portion cf social
security. However, the employe
generally must retire within Eu-
rope or else lose all he has coming
to him. We expect rec iprocity
agreements to become more nu-
merous, and this will be wel-
comed,” he observed.

"About 20 countries have what
are called 'leaving service in-
which, of

demnity”’ prograrns

course, are also employe benefits,
and must be taken into account in
your planning. The programs gen-
erally involve a payment related
to term of service at the time of
termination for any reason, in-
cluding death. There is no geo-
graphic pattern to these programs
since they are found on every
major continent around the
world,"” Mr. Martin said.

He said that, in general, collee-
tive bargaining has not developed
abroad in the way it has in the
U.S. "In parts of Europe, for ex-
ample France, the Netherlands
and Greece, there is organized
bargaining on an industry basis.
The huge unions bargain with as-,
sociations of all employers in
specific industries to establish age
and benefit programs.

"SOME COMPULSORY bene-
fits have resulted from this bar-
gaining and they are generally

provided by groups of underwrit-

Don't forget tile prolilems ol

merging employee benefits
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ers on a sharing basis. Such bene-
fit commitments should also be
part of your basic checkpoints in
developing a plan abroad. Much
of the main thrust of bargaining
has been at the governmental lev-
el to expand social insurance and
to assure government attention to
areas of general employe con-
cern,”" Mr. Martin told ASIM.

As to the benefits themselves,
international employe benefits are
primarily concerned with the wel-
fare areas of old age, premature
death, good health and the re-
placement of lost income. The
most common benefit in private
plans is the old age pension sup-
plementing the social plan-al-
though there are many countries
in which there are no private
pensions due to rich social securi-
ty, unstable currency, or both, he
noted.

"Not as common in private
plans are widow's and orphan's
pensions and group life insurance,
although don't mistake their sec-
ond place as an indication that
they are not actively in the race.
Less common is the private in-
sured medical expense benefit
plan. Disability pensions are not
very cornmon but appearing more
and more, and in a few countries,
you may find a few long term
disability income plans similar to
our own. This is a very general
reading because among different
countries and continents, the local
emphasis varies remarkably,"” he
added.

MR. MARTIN SAID that while
the majority of pension plans are
funded through insurance compa-
ny deferred annuity contracts,
there are alternative funding me-
diums available in some countries
that make an insured approach
less than advisable for some plans
under current industry controls.
"There are not yet more than a
few places where deposit admin-
istration and equity funding are
definitely and aggressively on
sale."”

There are also many differences
in the handling of benefits in
various countries, Mr. Martin
said. One example is in the area
of experience rating. "In some
markets it hardly exists. In many
areas where it does, you really
shouldn't call it experience rating,
You should say profit sharing.

"To give you one example, in a
U.S. group life plan handled on
retention accounting-and don't
try to export the word retention
--at the end of the year, the car-
rier starts with the total pre-
mium; subtracts claims paid and
reserve balance; retains expenses
determined by formula; and th€
remainder is identified as a re-
fund or perhaps a special reserve
deposit. This is really generaliz-
ing, but abroad, the carrier would
also start with the total premium
paid, but first subtract a generally
flat expense charge and then sub-
tract the claims paid and the re-
serve balance.

"The remainder, if any, would
be declared profit. Depending
upon the size of the account, the
country involved ' and other fac-
tors, some or none of that profit
might be shared with the policy-
holder. In some countries, it is not
legal to deliver any of the profit
balance to the policyholder and 1
don't know of more than a few
where it is permissible to refund
it all,” Mr. Martin said.

IN THE U.S., relatively few in-
ternational companies have taken
a firm directive role in the plan-
ning and execution of internation-
al employe benefits, Mr. Martin
contended. "Control in this con-
text should simply be participa-
tion in the policy making and
overall planning as well as in
studying and approving final rec-
ommendations for actual pur-

Continued on page 3:



Settle small claims from Toronto fire Reiect claims

TORONTO-One of the worst of 20,000 on-lookers The fire be- homes was either repaired or un- different companies No one in- Of ' eo Ie's
fires in Toronto's history rippea gan at Ollver Lumber Co here It der repair Fairbanks Lumber, the surance company seems to have p p
through three lumber yards, a spread to the John Ziner Lumber, least hit with about -$10,000 in been hit by a large percentage of

store, and a woolen null late last and further west to the Fairbank damages, was operating-busmess the claims k' rOW
month, in which heat from the Lumber Co It burned out the as usual The settlement had al- Patons & Baldwins, housed in a pa r

flames damaged half a block of Hopewell Grocery store to the ready been agreed Ziner Lumber large concrete and brick struc-
houses and a car Only three east and caused extensive damage Ltd also seemed to be m full ture, suffered the second largest
weeks later, most of the small to Patons & Baldwins (Canada) operation
claims have been settled and the Ltd to the north

SACRAMENTO-Claims for
$5,300,000 filed against the state

amount of damage, chiefly from
by 92 persons injured during the

The story at Oliver Lumber IS water, loss of windows and cas-
charred rulns swept away somewhat different Although ings Because the woolen mill was "People's park" demonstration
Two hundred and hfty fire- THE CHAOS of the scene was management refused to comment, about to move ItS heavy fall stock, have beenreJ ected by the State
fighters and policemen, as well as increased when flames snapped It was apparent that the entire the damage to the finished wool B°ard of Gontrol
many civilian volunteers, fought overhead power lines, blacking stock, including trucks, had been was considerable Among the claims denied was
to control the blaze and a crowd out a large section of the west end destroyed Patons & Baldwins is insured one for $50,000 filed by San Fran-
of the city Houses in the area ACCORDING TO the adjusters, under a composite policy under__ cisco Chronicle reporter Don We-
were evacuated, so no lives were Adamson's Ltd, it will be some written by the Royal Group A gars who said he was shot by a

State Fa rrm lost in the blaze and injuries were time before they can accurately spokesman for the company said, law officer during the demonstra-
minor The cause of the fire s assess what appears to be well "Our relations with our brokers tion at the University of Califor-

St' II wa ntS still undetermined over half a million dollars of and nsurers have always been nia
By the rmddle of September, damage The insurance pol c es of excellent Naturally we are doing Action by the Board paved the

the melted sidings, bubbled pa nt the lumber yards each were un our best to m n mize our losses way for civil court suits by those
and other heat damage to the derwr tten by approrimately 20 and the amount we must claim " who filed the claims

antitrust test

CHICAGO--AnNn executive of
State Farm Mutual Automobile
Insurance Co, Bloomington, lll,
has reiterated State Farm's posi-
tion that auto insurance should be

sub: ect to Federal antitrust laws

Roger Joslin, vp and controller, 11

said here that there should be |

amendment to the McCarran-Fer

guson act exempting the rating

practices of auto insurers from . ’er 1 ’ *

state rating laws, "thus automat -

cally subjecting such activit es to 1 |

the Sherman, Clayton Act d

Federal Trade Comm ss on Acts”
Speaking before the Conference —rn—

of Mutual Casualty Cos, Mr Jos - 3 O/O 1 1 - r

lin continued "Many were un

quest onably surpr sed that the

largest insurer n the bus ness,

wr t ng nearly half of 1968 car in S-——S

surance growth, would nv te Fed

eral surve 1 l1Tance of ts activ t es -

under the Sherman Act

"We do not fear this prospect,’

]Ject ourselves to that well-estab
lished body of Federal law that
expresses the publ c pol cy of the j

U S with respect to the proper N
conduct of interstate business -

(V2]

ASIM v

T
he said, "and are prepared to sub } -
‘
‘\‘ v
Continued from page 34

1

chases or funding commitments rZE.— 4 ——2/f| - “7
"U S parent management can R
not be an effective dictator in this 4 S
area All parties will be most Iik—— 5—

effectively served if the parent

just acts as the overall director 1

and the guardian of effective

two-way communications, both

within their own organization and =EFEZ= | |

with the avisory and underwriting T T

services they select," he declared ’ ’
ASIM's national president, Wil-

ham S Mortimer, director of in- 441"k‘iFPEf

surance, Norton Simon Inc, Ful-

Y%staolifpov: rwainthmaamma E---,

archaic accounting practices to T 650- .

civil disobedience, but bore down ====- 2'5787 I
heavily on rising costs and disap- — —_— > 4

pearing reinsurance The situa- - - Pr— P

tion can't get much worse,” he [T

stated

Referring to the insurance in-
dustry's attitude that "we’'ll never

| |
get back to a buyer's market," he Iq Ir
il e e s e W I e a Ve O I a
changes, it will be done for them u

He cushioned his remarks, hnw-
ever, by emphasizing that "the

risk manager needs a vital, ' . R R " "
We've been firmly anchored In the in- The second meaning of "Mutual

strong insurance industry,” and ) ) A N
surance business for over half a cen- affirms the obligation we have to you

wishes to work with the industry

to preserve it tury. And fullyintendtostaythatway. asa Utica policy holder. After all, we
But he pointed out one bright You see, the "Mutual" part of our do chart plans together to meet your
ray shming through the gloom name has two meanings. One, as a specific needs. And, backed byall our
Top management's concern about mutual company we can't be bought, experience and facilities, these plans
current problems affords the risk blended, federated or otherwise fid- won't alter course one degree.
manager t,he Chance of getting top died with. Soyou won't wake up some So breathe easy. When It comes to
visibility in his own company
"Most insurance administrators morning to find we've sailed off on the matter of your protection, we'll
will fail to meet the challenge of the nighttide. never abandon ship.

the golden opportunity His crutch

is & httle short He lacks the tech- INSURANCE THAT STARTS WITH YOU MUTUAL
nical skill and guts to do the Job U T I CA

We need to set individual goals

and improve personal perform-

ance," he declared
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Condominium owners can feel secure when their building is
protected by our special Condominium Policy. We can insure any
size condominium anywhere in the U.S.

There is a tailored insurance plan for unit owners, too.
Great American - the company that pioneered

cor:dominium coverage.

For full details, consult your agent or broker.
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business insurance/perspective

Directors & officers liability: Two views

D&O liability coverage

fact or fiction”??

by John P. Olsen,
insurance manager,
ingersoll-Rand Co.,
New York, N.Y.

J. P. Olsen

n ehsesvingdhe-nswrance ndusin:s

bility insurance, we may be witnessing
one of the most successful merchandising
efforts in insurance history. There certainly
is nothing comparable within memory.
Premium income estimates range to $20
million (some say more). Some searching.

inquiries made to insurers concerning ac-
tual paid losses disclosed they would barely
dent the premium income to date. Insurers
claim there is litigation pending but refuse
to discuss the facts, the amount of their
reserves, nor their reasoning for establish-
ing any reserves.

The marketing of the coverage has been
skillfully performed. "Scare" advertising,
"scare" articles in insurance and financial
publications and "scare" press releases to
other key publications, all directed at the
highest corporate management levels, have

tect against these risks. The grocer who is
"scared" when he is told of the- possible
liability and legal defense costs arising
from a claim by a shopper who has slipped
on a banana peel, should properly be
"scared." But in this simple example, the
insurers have stood ready to provide pro-
tection for the risk. This has been univer-
sally true in all types of insurance.

Now let's examine the d&0O marketing.
As a preface, | must emphasize that the
industry's maj or sales and thrusts have

been aimed directly and solely at the cor-

'The marketing of the coverage has been skillfully

performed. Scare advertising, scare articles ...

succeeded in bringing the business from
practically zero three or four years ago to
its present level.

THE UTILIZATION of this "scare™
technique, standing by itself, is neither
unethical nor without precedent. | know of
no successful marketing program which
has not, quite correctly, attempted to
forcefully and adequately communicate
the risks of uninsured loss. Of course, in
these instances the industry has stood
ready to offer insurance protection to pro-

porate officer and director; not expenses to
the corporation incurred as a result of
their express or common law indemnifica-

tions of a director or officer following his
successful or unsuccessful defense of an

action.

INn order to understand the problem, it is
absolutely necessary to have, however
brief, a general but accurate knowledge of
the liabilities to which the corporate direc-
tor or officer is exposed. In general, these
liabilities may be divided into two catego-

ries. The first results from a suit brought

Texas Gulf Sulphur revisited:

AN admonition to consider

D & O coverage

by Ware Adams,
attorney-at-law,
Chicago, lIl.

n article.in.a recentissue.of Busingss

D & O cover would not apply in Texas
Gulf case” (May 12, 1969), hastened to note
that this forrn of insurance coverage does
not apply where the assureds have been ad-
judged liable for attempting to use inside
information to profit in company securities
transactions. The article criticized policy
"shortcomings," seemed to imply that cov-
erage for a Texas Gulf ease should be
available, and sharply questioned the rea-
sonableness of current coverage costs.

A closer analysis at ramifications of the
holding in the Texas Gulf case indicates
that attractiveness and usefulness of d&O
coverage to corporations and persons sub-
ject to the Federal securities laws. Review
of the purpose and scope of present poli-
cies reveals that the coverage provided in
the dual policy package actually brushes
against permissible limits of indemnity at
law. Although costs for the cover have,
indeed, risen sharply in the past couple of
years, there is little evidence that it has
become an underwriting "bonanza"-par-
ticularly because of incurred legal expenses.

The Texas Gulf case arose out of that
company's discovery of a large deposit of
base and rare metals in Ontario. Following

aerial and ground geophysical surveys,
drilling commenced in November, 1963.
Four days later it was suspended. From
November, 1963, through March, 1964,
drilling remained suspended, fake core
drills were planted at the discovery site to
mislead other prospectors, and Texas Gulf
purchased most of the outstanding inter-
ests in the tract. Drilling resumed on
March 31, 1964, and on April 16, 1964, the
company held a special press conference to
issue an announcement that it had "made

a major strike of zinc,.copper, and silver.”

A YEAR LATER, on April 19, 1965, the
SEC filed a complaint. It alleged that dur-
ing the interim period after initial drilling

by the corporation itself or, as is usually
the case, by a shareholder on behalf of the
corporation. It is commonly referred to as
a derivative action and usually involves
such areas as conflict of interest, self-deal-
ing, short-swing profits, faulty business
judgment, resulting in waste of corpora-

tion assets, mismanagement or negligence.

THS IMPORTANT POINT to remember
is that a derivative action is for the benefit
of the corporation ( contingent attorneys
fees excepted) and for all practical pur-
poses it is really the corporation that is
bringing the action.

The second category is generally re-
ferred to as third-party actions. Theset
cover a wide variety of suits. They in-
clude: antitrust actions; violation of the
Federal securities law (e.g. section 11 of
Securities Act of 1933-material misstate-
ment in a registration statement-and sec-
tion 10b of the 1934 Act-insider manipu-
lations such as the Texas Gulf Sulphur
case); injuries to shareholders (e.g. non-
payment of dividends); and statutory lia-
bility (e.g. illegal payment of dividends,
improper repurchase of stock, loans to
director). There are other areas but these
are the common bases for suits.

Of the liabilities enumerated and cutting
through a host of legal mumbo-jumbo,
insofar as third-party actions are con-
cerned, most states permit the corporation
to indemnify the director even if he loses
if he "acted in good faith and in a manner
not opposed to the best interests of the
corporation” and with respect to any crim-
inal action "had no reason to believe that
his actions were unlawful.”

This just about covers the waterfront. It
is correct that no indemnification wjth
respect to derivative actions is permitted
for the obvious reason that it is the corpo-
ration that is bringing the suit. But some
states, including Delaware, now permit,
following certain procedural requirements,
that a director or officer who loses a deriv-

Continued on foaowing page

and before the press conference, 13 direc-
tors, officers, and employes of the compa-
ny had each committed one or more viola-
tions of Sec. 10(b) and Rule 10(b)-5 of the
Securities Exchange Act of 1934: (1)
bought Texas Gulf stock or calls on the
basis of inside drilling ibformation without
appropriate disclosure; (2) given inside
information to friends and relatives so that
they might buy stock or calls, without
appropriate public disclosure, and (3) ac-
cepted stock options with knowledge of the
discovery withheld from the option grant-
ing committee.

The SEC also charged the company with
violation of the Act in the issuance of a

Continued on following page
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director or officer is not legally entitled " director or officer has acted innocentlyp” | purchase of this coverage by an ever in-
o I Se n - This would appear to exclude Texas Gulf ask him to tell me more. Give me the facts creasing number of corporations-not in

Sulphur and all the recent publicized cases where such an innocent act would give relation to losses and loss expense-histor-
ative action may still recover his legal Including the conflict of interest and self- rise to a derivative action that the director 1Cally the prime guide to premium rate

expenses if he acted "reasonably and hon- dealing cases could not successfully defend, or where, at structure

estly " It goes without saying that if a Exclusion (d) expressly prohibits all least one of the exclusions would not come

director wins his suit, then he is entitled as “short swing" profits under section 16b of into play IT SEEMS THERE is a burden upon the
a matter of right to indemnification from the Security Exchange Act of 1934 Exclu- | again reiterate that the issue IS not the Industry to give a detailed accounting-not

the corporation sions (e) which IS a strangely worded insurance covering corporate indemnity broad brush-but a detailed explanation of

dishonesty exclusion, although protecting This has been a risk historically assumed the present status of this coverage Unless

THIS FAIRLY WELL narrows the against claims upon which suits are by all corporations The industry's campaign this is done, the ever increasing impression
grounds upon which a director or officer brought alleging dishonesty-unless there directed against the director and officer has that this is the most profitable coverage
can be held liable and not at the same IS a judgment establishing the dishonesty given rise to the purchase of this coverage- ever underwritten, will gain greater cre-
time be indemnified With the exceptions -nevertheless IS silent as to what will be not the corporation expenses. dence Certainly such an airing might pre-
noted above, they will be limited to those done in the event a complaint alleging It is also time for some risk managers to vent a most distasteful alternative-the
areas involving derivative actions dishonesty and fraud ( and they all do) come out of hiding and review the reasons entrance of governmental regulatory au-

Let's examine briefly what the d&O policy results in a judgment setting forth a single for their purchase and particularly their thorities
will provide, or better sttll, what it WIIl finding It would appear the burden re- reasons for accepting the unconscionable
take away in the event of a successful de- mains on the insurer to prove the dishon- recent high increases for this coverage John P Olsen received aBS degree
rivative or third-party action There are esty but this may have to await litigation Three times the cost of the coverage two from the University of Vwgima in 1945
three maJor exclusions that well may take years ago is just about the starting point and an LL B degree cum laude from the
away Just about everything Exclusion (b) I MUST SERIOUSLY ask the question for the new costs | get the distinct im- New York Law School m 1954 He has
excludes coverage for "claims based upon What is left? Someone will say, "Well, pression that these Increases have followed been manager of the insurance depart-
or attnbutabZe to profits to which a what about a derivative action where the in direct proportion to the steamrollering ment of Ingersoll-Rand smc:e 1965

Delaware Corporation Code applied to the case-liabilities not involving attempts by instance was that the speaker utilized esti-
Ad al I lS - - - Texas Gulf case and the corporate insured corporate officials to profit personally m mates given him by Independent public
had no by-law or article restricting in- company stock Moreover, the liabilities in accountants and projected corporate earn-
false and misleading press release on April demnity allowed by statute, then it would these subsequent cases would present bona ings for the year but turned out to be in
12 intended to quell rumors about the appear that corporate indemnity could not fide d&O claims for damages and legal error
discovery This release asserted that wide- be awarded. This is because the defend- expenses A few weeks later the company has-
|y circulated reports in the press "exagger_ ants, in the opinion of the appe"ate court, These cases are Heit v Weitzen (402 F tened to revise and correct the announced
ate the scale of operations, and mention did not act "in good faith and in a manner 2d 909) decided by the U S Court of estimate because of a mistake in substan-
plans and statistics of size and grade of ore reasonably believed to be in or not op- Appeals in New York in October, 1968, and tially underestimating corporate depletion
hat are without factual basis posed to the best interests of the corpora- Spravregan et al v Livingston Oil Co and depreciation The result was greatly
Rule 10(b) -5 declares it unlawful for tion" (§145(A), Delaware Corporation (295 Fed. Supp 1376) decided by the Fed- reduced earnings, instead of increased profits
any person, directly or indirectly, in con- Code). The same rationale precll-des in- eral district court in New York in Setpem- for 1965 Defendants include three directors,

nection with the purchase or sale of a secur- demnity in a derivative case under the ber, 1968. the accounting firm, and a pubhc relations
Ity to employ any device to defraud, to make Delaware law firm which distributed write-ups of the
any untrue statement of a material fact, or Underwriters intend in the "individual”

IN HEIT V. WEITZEN the plaintiffs speech Plaintiffs were buyers of stock who
ormt to glve a material fact m order not to part of the policy package to provide in- were holders of Belock Instrument Co bought on reliance of the projections and
mislead, or engage in any practice which surance protection to honest and well-in- convertible subordinated debentures and before the announced correction and sellers
would operate as a fraud or deceit upon any tentioned corporate officials who, never- common stock They sued the company who refrained from selling because of the
person theless, become subject to a monetary lia- and certain corporate officials along with good report. Overruling a motion to dismiss,

The commission in its complaint asked bility because of their positions and who auditors and underwriters for violations of the district court upheld the complaint be-

that the defendants be enjoined from fu- cause of the Texas Gulf holding

T are ssidirmaill=ar ~vicaolaaticonrmr=s ., = racd e E—U o — re=e=scisicor —_

Absent sonne proof of actual or inten-
and restitution to sellers of stock, and of

tional dishonesty or bad faith, both of

options to the grantor company The court "The policy offers indemnity for an exceedingly large limit, these cases would present valld d&0 claims

ppeals ruled in favor of the SEC, and

e e O e eonane large in doUar aggregate, and large in comparison to premium for IiabiIit’)tietgeadrlgerlsgrg}Ii expenses incurred
carry out appropriate relief. The U. S Su- COS#.' Y

preme Court subsequently deemed to issue

a writ of certiorari and review the decision

These two cases illustrate the legal in-
— Ter For eet=atica>r = ra<d sildcgrmiificaarnmncce cgi~~resr >y th e
court in Texas Gulf to the phrases "in
cannot obtain corporate Indemnity. Three securities laws (including Rule 10(b)-5) connection with the purchase or sale of a
areas of liability in particular are covered They alleged that Belock's annual report security,” and "materiality " Actual pur-
IN THE MEANTIME the company and by the policy (1) derivative liabihty with- and press releases contained false, mis- chases and sales do not have to be proven
individual defendants have been deluged out a finding of “active and deliberate leading or inaccurate sta:ements which ar- It 15 sufficient if it is reasonable for inves-
with derivative and other suits asking for dishonesty",(2) Securities Act of 1933 tificially inflated the market price of com- tors to rely on the statement or omissions
damages approximated at $75 million liability incurred as a result of an omission mon stock and debentures because they of corporate officials
In order to determine whether a bona or misleading statement m a registration included various overcharges on govern-
fide claim would lie under the d&0 pack- statement filed pursuant to the Act, and ment contracts The complainants asserted THE COURT CONSTRUED - rnaterial
(3) any specific liabilities subject to corpo- that the individual defendants knew or as that information which a reasonable
reimbursement policy If that does not ap- rate indemnity by state statute out pre- should have known of the overstatements investor or speculator would deem to be
ply, then the policy covenng the individual cluded because of a narrower and restric- There was no charge whatever of a partic- important m deciding whether or not to

directors and officers as insureds should be

of the court of appeals

age one must first consider she corporate

tive company by-law or article provision ipation by the company or any insider in sell, buy or hold securities The results of
consulted As pointed out in the Business any transaction in Belock securities the very first core dI'lll m November, 1963,
Insurance article last May, It IS unlikely THIS POLICY contains various specific The district court had dismissed the by Texas Gulf were deemed "material "

that either pollcy would give indemnity on exclusions not present in the corporate complaint It reasoned that there was no An "insider" was expanded to include any-
the facts as developed by the SEC inits  glicy. These exclusions fall into three liability at law under Rule 10(b)-5 on the one, director, officer, employe, or asso-
Texas Gulf litigation. broad, general categories. other insurance facts because the alleged omissions and ciate who has "access to the inside infor-
The corporate policy simply underwrites is available, the situation presented mani- misstatements did not take place "in mation " In addition the opinion opens the
corporate indemnification pursuant to fests actual and intentional dishonesty; or connection with the purchase or sale of door to possible liability for tipping, and
applicable state law and company by-law the insured sought to make a personal any security " The appellate court re- the SEC promptly charged Merrill Lynch
or charter. It insures this corporate re-  rofit for himself not in connection with versed and remanded for a trial It pointed in August, 1968, with violations because it
his responsibilities as a corporate official, out that It had to reassess the trial court's "tipped" certain favored customers (funds)
The policy offers indemnity for an ex- and was not entitled at law to keep any holding in light of the rules enunciated in of a decline to be reported in Douglas Air-
ceedingly large limit, large in dollar ag- such profit or gain SEC v Texas Gulf Sulphur Co that after craft earnings-information it received con-
gregate, and large in comparison to pre- The public policy behmd these exclu- referring to the Texas Gulf opinion, the fidentially as an "insider" in connection
mium cost This renders an indemnity award sions becomes self-evident In the Texas court ruled that There iS no necessity for with a pending securities registration
by the company more palatable to stock- Gulf case the defendants sought to profit contemporaneous trading in securities by Professor Alan R. Bromberg, the author
holders who will very likely have to be personally by taking advantage of inside insiders or by the corporation itself " of a legal treatise on Rule 10(b)-5, con-
informed either as part of a settlement information to purchase company stock Rule 10(b) -5 15 violated whenever asser- cluded in a recent article, ~Corporate In-
pursuant to Rule 23 of the Federal civil  No insurance would be available under the tions are made to influence the investing formation Texas Gulf Sulphur and Its
procedure rules ( or a similar state rule), policy because of an exclusion of claims public if they are false or misleading or Implications" (22 Southwestern Law Jour-

or pursuant to a substantive requirernent involving a "personal profit or advantage are so incornplete as to mislead "irrespec- nal 731,754) '
in the SEC proxy rules

sponsibility What are its advantages?

to which they were not legally entitled " tive of whether the issuance of the release "Perhaps the most popular aspects of the
A viewer, unfortunately, would be rath- was motivated by corporate officials for decision for plaintiffs' lawyers will be the
THE SERVICES of insurance attorneys er myopic to conclude that d&0O coverage ulterior purposes " The Supreme Court de- broad statement of information-equaliza-

are made available in disposing of claims is not worth the price" because It does chned to review the Whitzen decision m tion policy and the stress on accuracy in
-their experience and their opinion as to not apply to the Texas Gulf case A terse May of this year press releases Close behind will be the
the reasonableness of a proposed settle- conclusion of this sort overlooks the pur- holding that tipping IS a violation, the
ment and/or submitted legal fees may be a pose of the decision of the appellate court THE SECOND CASE centers around a holding that a press release has sufficient

crucial factor in the scale of a lawsuit The as to expanded liabilities of corporate offi- talk to the New York Society of Security 'connection’ with securities to be within
propriety of an indemnity award wished to cials under Rule 10 (b) -5 Suffice it to say Analysts by the president of Livingston 011 10 (b) -5***, the intimations of liability
be made by a board of directors or top that the basis for liability has been magni- Co. Speeches before this society are, of which may result for tipper and tippee, the
management can be buttressed with the fled much Two decisions rendered by the course, commonplace and have become a apparently low threshold of materiality,
concurrence of underwriters and their at- courts after Texas Gulf and relying on it routine means of disseminating corporate and the discounting of good faith as a
torneys as independent third parties as precedent readily illustrate the host of information and prospects to the investing defense Lawyers for the defense bar will

Assuming that the provisions of the 1967 new liabilities established by this notorious public The alleged bane m this particular Continued on page 40
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Sorryabout yourcommonbond.
It was just an accident.

This year your corporation had only 140 basic
hospital-surgical claims. Your competitor had 360.
With insurance averaging, that comes to 250 claims
apiece. And that's what you'll both pay for.

Perhaps, next year your corporation will
have more accidents. And you and your
competitor will even out the claims.

Inequities are a fact of life with reserve averaging
when reserves are determined by averaging
risks of similar large businesses. But many
insurance companies do it.

CNA doesn’'t.

We have a system that makes sure

you don't support anyone's broken legs
but your own. We study your past records.
Your physical operation. Your risks.

And we determine our group insurance
rates on just one company. Yours.

There are no common bonds with competi-
tors. And there are two important benefits.
You use every dollar you spend, on yourself.
And you can make accurate fiscal
projections from those costs.

Our employee benefits system is designed
like all our CNA systems. They fit into
corporate financial systems to help make
them work. Not just to reduce the cost

of insurance. But to lower the cost
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Contact your agent. Or write to us.

Insurance should be a lot less painful.
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perspective

Continued from page 38 cate that their attitude toward corporate representatives flinch themselves at the the members of the board of directors, the
find little consolation m the court's opin- directors and officers hability underwrit- fact that a claim has been received from principal officers, and other employes whc
fen ing Stems from contemporary experience one out of every ten outstanding policies carry significant responsibilities, such as
with various professional and personal The bulk of pending claims deals with division managers, chief accounting and
THIS BACKGROUND helps explain the type malpractice policies They equate 1966 and 1967 policy years, and there is a chief financial officers
continuing demand for d&0O coverage It these coverages with d&0 Judicial decl- noticeable trend toward more claims in
offers a feasible means of indemnity for sions holding architects, doctors, dentlsts recent years This trend obviously matches
these exposures The Indemnity has become and accountants responsible for personal the expansion of personal liability ration- the policies in no way limit permissible,
more essential because of a lessened re- liability have developed their own unique ale carried out by judicial precedents, such voluntary corporate indemnity pursuant tc
luctance by courts to pierce the corporate fecundity. Many of the judgments in these as the Texas Gulf case statute, by-law, or article Perhaps the
veil and invoke personal liability against decisions have been insured, As a result, At thistjuncture it does not seem valld chief beneficiaries of the coverage are
officials The Federal securities laws do this coverage has become more expensive, to posit that d&0 underwriting has become those indij iduals ( the board members and
this readily by referring to "any person”- underwriting more selective, and markets a bonanza for insurers While reluctantly principal officers) who become insureds
corporate or individual The sanction of have contracted accepting any acerbity in present prices, | under the individual policy, and who
these laws applies to those responsible for The article in Buseness Insurance claimed do offer a few suggestions for cost control thereby derive an indemnity protection for
corporate activity as well as the company d&0 underwriting to be a profitable bum- to interested buyers in their negotiation exposures not reimbursable from the com-
These laws, the Texas Gulf, and subsequent ness, and asserted underwriters "have Select a competent and knowledgeable pany
decisions logically manifest a social environ- pulled in $9 million in d&0 premiums and broker Experiment with varying price The implications of the Texas Gulf deci-
ment m which corporate stockholders are have paid out $148,000 in claims " The quotations for different coverage arrange- sion and current legal trends provide a
"investors" instead of "entrepreneurs " $9,000,000 figure is surely incorrect Talking ments, various deductibles, and hmits Be continuing admonition to consider careful-
It seems that the rise in coverage cost with Stewart, Smith representatives, one flexible Consider agreeing to walve speed- ly the advantages of 61&0 coverage Evi-
results from an unquenchable demand for learns that this brokerage firm, the leaders le types of hability that give apprehenmon dence Indicates the prevailing prices for
policies (with higher limits) together with in the field with the Iarﬂest dollar volume to underwriters in your particular case, policies bear a reasonable relationship to
a similarly accelerating list of reported of premium Outstanding, has, itself written e g anti-trust, mergers, government con- overall policy claims, the prOJected losses
claims under outstanding pohcies. Further- approximately $30,000,000 in premium with tracts, etc and weigh any relative price to underwriters, and the uncertainties of
more, this iS a catastrophe form of cover- earned premiums nowhere near reaching reduction against your own exposure esti- the coverage Prudent negottation w111
age, aggregate limit is large in relation to this amount mate. Determine if any price saving results benefit a prospective buyer in controlling
paid premium, and there IS Insufficient Underwriting representatives are quick from a separate maximum coverage hnut Policy costs
underwriting experience upon which to to point out that a dollar sum for claims for legal expenses as distinguished from
rely for pricing Underwriting becomes a paid to date Just isn't a realistic figure the liability, itself
matter of collecting a large dollar aggre- They rightly insist that a more appropriate Finallv. carefullv review the need of Bar and nractices.in Chica e araduated
aje and "{lskmeg"t atla "Hurricane Bet- figure deqs (\!\I{[h reserv?s wth tl}e}/ have gach grQFgecﬁ individua .|nsu[e% n- 110 pYa?_fe(f? |ver3|7 8Nor%hwef?er
VW |99uiﬂlppe99 al premium In a bee compeliea to set up to [IQI'OVI e for derwr ers, h groping 1or a rationa € o umven ty aw Schoo began his eEga
Porhaps this explains the persistant ti- exd Q002 LERARA glaims, T hegg Leserves use f(l)r_ prem|umrtevaluatr|]on,OI have |tn3|stedhcareer asa IafV\t/ cleljk {0[1 h? tHonC IJ
idi ; ; . on re , in.part, op a "head-count” or nackenherg o ite es Colin
midity of the myriad of large domestic  Bacayse of tTe nature of the liti aPon nl{mber.g%;r?c%sm n§ to Ee covere Ahrela- OT %pfealfs, gev%,nth r&‘ﬁrc% aré]t en prac-
companies to enter the market They have involved, severa eyears mf?_y_be extp cted {o tionship between head-count and the ac- tteed for wera year a |c% rm
not to d Spite 0 freq#Jen_t I%ps? b?tween receipt of officia] notice ?rgd t%l%| exposure o%underwrlters Is indirect, He lotned Marsh 8lﬁ?nnan at % gom-
the fina e- 'T\ 1 9

Ware Adams zs a member of the llhnots

opted not to_do so, |
eghortatlon from fe,a@mg rokers Their outcome of the lawsuits at best But corpaorate buyers are prone to pany's headquarters 171 Chlcago tn and
reluctance to ?a Icipate s?rveﬁ?sueg,?rt serves, of c?,urse, re not cystomarily the y nt,t? include a% cort?plgate officials partletpated actzyely.in u?ls ons presented
C [rent ccist 0t deext nt that the a |-a%|dam I.umt. lﬂ re, but merely a reason- --"don't egve rtn;&o %u ,tor sorp)e| S eyF(%Fectorsha{n to IC %I a |I§y'\ﬁi/erage
2PIe SRR L ATIGEIMINDG CONIIUES I A0l% S5 UFell B SXRERhes gilms @ %Q_Z%ad‘}”gg%rrat‘éér%?r?{m:%frﬁqg?u- hz’rt %g!?r%sdxoiggdabqe?'t;}vit? tth% %z%%é‘:
. ric oug e 10 gel coverage 1ar tho rate Zaw partiment at tne Internationa

SOME DOMESTIC underwriters indi- vealig tha Ts pamormva Cndairiers gvonoa?ﬁgﬁm/y §3£r?lf>esrt§3rt1'§'eﬂ%kp?? SFMFSF%% {51, Co before embarking on his own

Should the benefit program e

This gets back, in a way, to the concept
- of using the benefit program as a profit
’? center In other words, we should assume
b e a p ro fl t Ce n te r = a conservative interest rate Actual earnings
in excess of this assumed return should be
used to increase corporate profits, prefera-
bly with the increased earnings spread
over a period of years
n doing this, obviously It IS important to

: . |
by Bion H Francis, ) should the em(ployer try to earn an addl- depression During the depression of the %et as high a rate of return as possible
manager of benefits planning, tional 4% or 5 % on the pension fundp If '30s, for example, interest rates on annuity This ma> not be as simple as it appears It
Colt industries, New York he earns it, he can not take it out funds were commonly at 2% or 3 % can be a shock to look at a portfolio of
. " However, the employer does profit on high-grade bonds accumulated over a pe-
[ our years ago, the “prime rate” of re- the higher earnings in a real manner. ALSO, IN DEPRESSION, the demands riod of years, including many bonds hav-
turn on loans made by corporations There are two possibilities on pension funds increase Older employes ing high interest rates-and then to find
with the highest credit rating was * The actuary may asume a high inter- are being let go and R_ension funds are that this portfolio has earned nothing in
4 5%. At that time, pension funds com- est rate, say 6% to 8% This would reduce drawn upon to cushion the |mﬁact of the past few years The reason for this

monly earned in the vincinity of 35% to sharply the cost of the pension plan and unemployment. The net result of all this is has been the reent drop in bond values
45% ‘Actuaries assumed an interest rate this assumed rate could be covered by that the cost of pension plans increases
of 3 % to 4 % on penson funds in working investments at today's rate of return sharply at exactly the time when employ- A SATISFACTORY return on invest-
out the cost of pension plans The actual - As an alternative, the actuary could ers can least afford this Increase m Cost ments is not automatic High grade bonds
rate of return was therefore usually about assume a more conservative return, say This is the way in which the cost would do not necessarily mean safety All invest-
enough to cover the return assumed by act- 3 % to 4%, on the retirement fund If the work out if we assumed a high rate of re- ments involve risks A satisfactory return
uaries, with possibly a small excess. company then earned 8 % on a fund totall turn on pension plans Presumably, this rate is something which we work for There are
There has been a sharp change in this ling $100 milhon, the excess earnings of $4 of return could be obtained on pension many investment people who should be
situation Toda¥{ the "prime rate" for million to $5 million a year could be used funds at a time of prosperity and high working on this, but are not doing so
loans with the highest credit rating is to reduce the contributions required from interest rates. In a following period of You may object that thjs is not a field
8 5% If actuaries still assume 35% to the employer to the pension fund for the depression, however, interest rates would that a corporation shoutld Be In Is there
45 % th'so means that corporations may be following year drop and any deficiency in interest earn- any way in which this can all be avoldedp
earning 4% to 5 % on pension funds above ings would have to be made up by the One possibility IS to structure pension and
the rate assumed by actual-ies It is not THIS REDUCTION in the required pen- employer benefit programs in the form of employe
uncommon for large corporations to have a mon contributions would result in an in- On the other hand, If we assume a low savings plans and money purchase pension
Wnsion fund in the order of $100 million crease in corporate profits which would be rate of return, and earn more than this plans Thls can be done’in such a way that
ith a fund of this size, excess interest of Just as real as the corresponding amount return in a period of prosperity, the excess benefits from a high rate of return on

B S e ouNd mean earnings of B4 of sarnings from an operating division earnin?s would then be available to reduce pension funds (and losses from a low rate
riion To B5 mbdon In excess of what has Which of these two methods should be costs If this excess were all used to reduce of return) go to employes This can be
been assumed by the actuaries used,If there IS pressure to increase prof- costs in the following year (possibly also a done in such a way as to protect employes

~ Even for a company of large size, earn- its, there may well be a temptation to period of prosperity) there would still be from inflation, and to protect employers
ings of this amount may be more than the assume a high rate of return on assets in a sharp fluctuation’in cost with the high from high fixed expenses and contingent
earnings of some operating divisions In the benefits funds This could reduce sub- cost probably coming when the company liabillties
fact, if you use profit margin of your stantially the computed cost of the pension could afford it least This is a subject of some importance
company to compute the sales volume plan After all, we are earning 8% or 9% HOWEVER, Opinion Number Eight of Private pension plans in the United States
needed to produce this amount of profit, right now, aren’t we9 the American Institute of Certified Public are well in excess of $100 billion If we
the figures may be startling At a time Before deciding, it might be well to Accountants was intended, among other consider that the average assumed rate of
when corporate raiders are using every consider the effect of the business cycle on things, to eliminate sharp fluctuations in return is 3% to 4%, the excess interest
ossible device to Improve corporate per- the cost of the pension plan In a depres- the cost of pension plans When there are which can be earned now on these funds iS
ormance, the possibilities inherent in the sion, the effective demand for money is excess earnings, the credits from this ex- m the neighborhood of $4 billion to $5
funds held for the benefit programs should low Moreover, the government and central cess should, under the operation of this billion a year This IS available to increase

net be overlooked banking systems usually operate to reduce opinion, be spread over a period of years corporate profits if, in effect, we treat the
interest rates in order to stimulate business If this period is long enough, the effect of benefit program as a profit center
YOU MAY OBJECT that the pension As a result, the rate of return on invest- the opinion would be to smooth out pen- But this result is not automatic You

funds do not belong to the employer Why ments usually drops sharply at a time of mon costs and to eliminate a sharp rise in have to work at it
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The difficulty in selling our EBP plans is finding ways

to occupy your extra time.

With most individual policy pension or profit-
sharing plans, an agent really has to work for his money.

Before and after the sale.

But with our EBP marketing program, you can
leave the details to us.

The program contains the approach, the presenta-
tion, contracts, underwriting and services specially
designed to meet your client's needs. Our highly trained
staff at the home office is alert to all current develop -
ments and is readily available to answer all your
questions. Our staff tailors each plan and takes over

much of the detail work after the sale is closed, including
employee communications and IRS reports.

In short, Mutual Benefit's expert assistance is at
your disposal before, during and after the sale.

All of which should give you more time for other
business. Or for pursuing your outside interests.

For more complete information, contact your
nearest Mutual Benefit General Agent.

MUTUAL BENEFIT LIFE

THE MUTUAL BENEFIT LIFEINSURANCECOMPA NY/NEWARK, N.J./SINCE 1845



Continued from page 33

Her comment was that the
coating was dangerous to man,
beast and birds. The woman also
says that she has kept the birds
preserved in plastic in her freezer
since their death on Jan. 12. "I
froze them in case | need them
for the court case.”

Here is an excellent lesson in
care in preserving the evidence
which most insurance people
could well emulate. No need to
put the papers in the deep-freeze.

THIS IS ON the burden to

prove rnedical coverage.

The District of Columbia court
of appeals has concluded that under
a policy providing that a subscrib-
er was not covered for a period of

e

10 months for any condition which
preexisted the cx.tract, the insured
presents a pri-ma jacie case by
proving the ex.slenze of the con-
tract, the hospitalization and un-
paid bills, and i: is then incumbent
on the insurer to come forward
with comfetent evidence to show
that the h.isp.taiza-.ion was for a
preexisting ccr.di-io-1.

However, the - ultimate burden
remains with #ie irsured to prove
that the hoss:.talization comes
within the p,ovisions of the con-
tract. ( GrouT Hosp-talization, Inc.
v. Folev. June 3. 1969.)

CAN AN UXPAID volunteer
Boy Scout vorser who was in-
jured by debi is blown by a torna-
do, collect unEmpliyment insur-
ance under tne Minnesota work-
men's compensation law? The
court says "n ).:'

The plaint.fi. who was the

mother of a scout, contended that
the benefits accruing to the boy
from the E oy Scout organization
were of substantial value and are
a return tc parents for their un-
paid services to the organization,
and as such bring the parties
within the purview of the work-
men's compensation law.

The court said that the volun-
teer was rot a person who per-
forms services for another for
hire. The various scouting oppor-
tunities would have been avail-
able to her son, whether the
mother helped with the dinner or
not. Tte mither rendered no serv-
ice persuant to a contractual obli-
gation. (M.nn. Sup. Ct. Preese v.
Boy Scouts of America. 4/25/69).

THE STXTE OF New York has

just been riled legally responsible
for the actions of a woman who

tried to Kill her three children

after having been released from a
mental hospital on an experimen-
tal drug.

Sydney Squire, judge of the
court of claims, awarded the chil-
dren a total of $228,000 for dam-
ages. The judge ruled that the
State of New York failed to use
reasonable care and to act in con-
formity with standard and ap-
proved psychiatric and medical
practice in not providing the
mother with an adequate supply
of her pills when she was dis-
charged from Marey State Hospi-
tal, near Utica.

At issue was whether the state
was liable for the antisocial be-
havior of Mrs. Janet McCord, a
chronic paranoid schizophrenic,
whom it discharged on convales-
cent care because she had reacted
so well to a drug, Proketazine,
which the hospital had given her
experimentally.

When the after care center of

Let theUp Group
put the sharp pencil

to your
Group Insurance Program

We're not necessarily talking about lower premi-

ums, but we are talking about saving you money.

The true cost of Group Insurance can't be expressed
simply in premium dollars. It must be calculated as
well in terms of the protection those dollars provide
and the continuing service we provide.

The keyis that word "continuing." Changes have
come fast in the last few years. So if your Group Pro-
gram hasn t kept pace, you're notgetting the one
thingyou're paying for- a smile on your employee's

- facewhen he needs it most.

At Unioi Mutual we know the onesure way to
keep pace is to set the pace. We have. And our
approach to Group Insurance has earned us a nick-
name, the "Up Group." We've come up with the
answers and up with the business-a billion dollar
in-force increase in a | ttle under four years.

Let us apply the"Up Group" approach to your
Group Prcgram. Have youragent or broker call
one of our Group Officers or write Mr. Robert W.
Stevenson, Second Vice President (Group Market-

ing), Union Mutual Life Insurance Company,

400 Congmess Street, Portland, Maine 04112.
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They call us the"Up Group"

the hospital ran out of the "Polly”
pills, the patient made several at-
tempts to get them, but failed.
Since the pills were experimental,
they could only be obtained from
the hospital's research depart-
ment, not its pharmacy, and the
pills finally arrived two days aft-
er the patient attempted to Kill
the children.

No damages were awarded to
the father which the court found
had breached his duty to return
his wife to the hospital.

IF A CLAIMANT under work-
men's compensation refuses to
submit to a surgical operation
recommended by doctors, can he
still get an award?

The supreme court of Arkansas
says that under its workmen's
compensation statute, the com-
mission has discretionary authori-
ty to make an award of benefits
when the claimant refuses to sub-
mit to an operation and that the
commission did not exceed its au-
thority in fixing the award at
60% disability, despite the ab-
sence of direct evidence fixing
disability at any percentage be-
tween the extremes of 100% and
20%.(Ouachita Manne and In-
dustrial Corporation v. Morrison.
440 S.W. 2nd 216.)

WE LIKE CLEAR statements.
Here is one from North Carolina
on interference with contractual
relations.

The elements of the tort or
wrongdoing are the following:
First, that a valid contract existed
between the plaintiff and a third
person, conferring some contrac-
tual right against the third per-
son; second, that the outsider had
knowledge of the plaintiff's con-
tract with the third person; third,
that the outsider intentionally in-
duced the third person not to per-
form his contract with the plain-
tiff; fourth, that in so doing the
outsider acted without justifica-
tion; and fifth, that the outsider's
act caused the plaintiff actual
damages. ( Beane v. Weiman Co.
168 S.E. 2nd 233.)

A RECENT OH10 decision
holds that the traffic control sig-
nal is part of the roadway, and if
the city knows of a defect in the
signal, it is liable to a motorist
which was injured in a collision
at an intersection. The court ob-
served that traffic control signals
in this day of swift travel by
high-powered cars are as neces-
sary to orderly travel in urban
areas, as the surface of the road
itself. To say that a non-operative
traffic signal at an intersection of
city streets is not a nuisance, but
that a chuck-hole at the same in-
tersection is a nuisance, would be
an overtechnical distinction. (Ohio
Sup. Ct. Frankhauser v. Cky of
Mansfield 7/9/69.)

CAN A MOTHER whose son is
killed by a policeman, as the son
speeds away in a car he stole,
recover from the policeman. The
Missouri court says yes and ob-
served that Louisiana cases hold
that deadly force cannot be used
to arresta misdemeanant and that
deadly force can only be used to
prevent a "great crime.” A man's
life may not be taken on the spot
by a police officer without sub-
stantial justification. This slaying
cannot be justified as punishment
for stealing the automobile or
fleeing arrest, since the maximum
punishments therefore would be
ten and one-half year's imprison-
ment, with parole eligibility after
three years, and a $500 fine.
(U.sS.D.C. E. La. Sauls v. Hutto
/I 23B/SDD20 i



Fight is over how much Social
Security should increase: U.S. aide

WASHINGTON-The fight over
Social Security in the Congress
will not be over whether or not
there will be an increase in bene-
fits, but over how much and how
best to pay for it, a top official at
the Social Security department told
Business Insurance.

Liberal Democrats are going to
be asking for increases in benefits
ranging to as high as 50 %, he
pointed out. And Republicans.
who will be extremely conscious
of their hopes of taking over con-
trol of the House in the upcoming
1970 election, will be trying hard
to make President Nixon's request
for a 10% hike look meaningful.

By saying that he would ask
Congress for a 10% increase in
benefits, President Nixon has al-
ready come a long way toward
facing political realities from his

Farmers ask

to shop for
work comp

YAKIMA, Wash.-Farmers and
stockmen go along with the idea
of insurance for employes but
they want to choose the insurer, a
Farm Bureau spokesman told the
Washington legislative council's
subcommittee on agriculture and
labor.

"We accept the principle of in-
surance for all but feel the em-
ployer should have the right to
shop around," Clarence M. Wilson
told the committees.

The committees held a hearing
here to evaluate the state's new
industrial insurance program for
farm workers. It became compul-
sory April 1 in the state's tree-
fruit and hops industries.

M. L. Monson, Selah cattle feed- .

er, asked if current employer
rates of 8¢ per workman hour
would change by 1975 and was
advised that a safe employer's
rate could drop, but the average
probably would remain the same.
He also spoke for permitting the
farmers and stockmen to select
their insurers.

He was told there are about
22,000 employers in all phases of
agriculture in Washington, and if
they were brought into the pro-
gram, it would be helped finan-
cially.

Among others who testified
were Thomas Villanueva of Top-
penish, director of the United
Farm Workers' Co-operative, who
said he would like to see workers
insured as soon as they start in-
stead of having to wait until they
earn their first $150. -

Work comp
pay prompt

SACRAMENTO-California's
department of industrial relations
has released its fifth semi-annual
report on "promptness of first
payments of workmen's compen-
sation insurance benefits."”

The report reveals continued
improvement in the promptness of
payment record of major insur-
ance carriers and a superior rec-
ord by major carriers as compared
with self-insurers.

An injured worker in California
now receives his first benefit
check in an average of 16 days.
This compares with an average of
19 days in 1967.

The report reveals that of those
insured with one of the major
compensation carriers get their
initial check in 14 dyas. -

earlier proposal that benefits be
hiked 7 % and Social Security
taxes 10 %. The President had
hoped to use the difference to
help him show a budget surplus
in the fiscal 1970 budget.

ADDING TO the pressures for
a benefit hike in excess of 10% is
the fact that the Social Security
trust fund is "overfinanced by a
substantial amount.” So much so
is it overfinanced that the depart-
ment recently said that benefits
could probably be increased by
10% without any hike in Social
Security taxes.

Thus President Nixon's plea for
an increase in Social Security taxes
along with his proposed benefit
hike, is certain to prompt Liberal
Democrats to argue that as long as

he is planning a tax increase any-
way, benefits can certainly be
raised much more than 1%.

President Nixon has asked Con-
gress to increase the amount of
wages taxable under Social Secur-
ity from the current $7,800 level
to $9,000. This would cost the em-
ployer an additional $57.60 a year
for every employe who makes $9,-
000 a year orrnore.

The increase, however, would
not be effective until Jan. 1, 1972,
while benefit raises would go into
effect in April 1970.

MR. NIXON tried to ease the
appearance of the stiff increase in
the taxable wage base by cutting
back slightly on the rate at which
presently scheduled increases in
Social Security taxes will take ef-
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Seem a little far.fetched? Well it's

not. At least, not when you consider
how much the Marine specialists at
actually have to know about
your clients' product distribution

techniques and procedures in order

to evaluate and insure their expos-

ures correctly.

What we're trying to bring out

ing policies.
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is that there's a great deal more to
offering modern Inland and Ocean

Marine insurance than merely writ-

Today, you have to deliver the

full-range of specialized services for
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feet.

Currently, the employer and em-
loye each pay 4.8% on wages sub-
ject to Social Security. Instead of
jumping to 5.2% in 1971 and
5.65 % in 1973, the rate would in-
crease to only 5.1% in 1971 and
5.5% in 1975. The ultimate maxi-
mum rate of 5.9% would still be
reached in 1987. This would save
the employer $9 for every employe
making $9,000 or more in 1971.

Mr. Nixon's proposed 10% bene-
fit increase would be an across-
the-board rise, providing higher
benefits to all beneficiaries. In ad-
dition, he has called for a cost-of-
living benefit adjustment that
would be made once a year based
upon increases in the labor de-
partment's consumer price index.

While the fight over Social Se-
curity benefits is expected to be
heated, most observers think that
it will be mild compared to the
fur that is expected to fly when
the subject of Medicare comes up.

MR. NIXON has proposed ac-

the maximum in 1987.

low. Mr. Nixon has already had to

B. p'remium to at least $10 ($5

beneficiary) a month from the cur-
rent $8.

viewed as frustrating any, Social
proponents of a system of national

bones about the fact that they
hope to use the upcoming hearings

program as a platform from which
they will make their first serious
bid for their program. -

every situation insurable under an
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Postal officials crack down on insurance cheats

CHICAGO-Following the dis-
closure of a secretly held Federal
indictment by an Alaskan grand
jury against an alleged phony in-
surance operation, a top Federal
official told Business Insurance

s ecial

that U.S. postal inspectors are
working closely with insurance
industry executives, several for-
eign governments and others who
are eager to curtail fraud in the
insurance . industry. Among the

ur ose

INSURANCE
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Cocal SITE Seeing is our Business ,,,

On-site appraisal of your business -whether for
insurance, tax assessment, condemnation, sale, or

purchase-is the business of Marshall and Stevens.

It has been for nearly four decades.

Each of our full-service offices has professional
appraisers for locally evaluating your property-

land, building, equipment and intangibles.

Our appraisers are skilled siteseers. Should we

see your site?

foreign sources he cited are those
in England, Switzerland, Mexico,
the Banamas and several Europe-
an anc South American govern-
ments.

The official said that emphasis
has been put on charg.ng mail
fraud in connection with phony
insurance operations because most
state insurance laws do not pro-
vide criminal penalities for
wrongdoing.

He observed that in the so-
called surface or unrecorded lines
-such as marine and aviation
coverage-there is little or no
regula:ion. "Take an airplane
that lands all over.the country in
all kinds of states with different
regulations,” he explained. "Each
insurance commissioner or direc-
tor says, in effect, 'lIt's not for me
to regulase the insurance covering
that Klane.' And the same thing
goes for boats."

He, too, observed that writing
coverage with large premiums at-
tracts the phony insurance opera-
tor.

He added, however, that the
biggest problem "is the 'raping’ of
insurance companies. These com-
panies that go broke don't get
that way so much so by being
badly managed as they do by
having their assets stolen,” which
he said can be done in a number

of ways.

AS AN EXAMPLE, the Federal
official told how an insurance
company called Multi-State In-
suranie Exchange was "raped.”

The president of tha: Wiscon-
sin-based insurance company,
which is now defunct, has been
indicted and found guil:y of mail
and wire fraud. Although his case
is now in the hands of Federal
appeals judges, Charles Hoffman
Jr. has been sentenced to 10 to 15
years in prison by Federal district
court judge Richard B. Austin.

A judgment for $225,000 was
also obtained against Charles
Hoffman by the lllino-s depart-
ment of insurance although that is
now on appeal and pending be-
fore the lllinois supreme court.

But Charles Hoffman was ac-
quitted on several hundred state
fraud charges in 1968 by Judge
Reginald Holzer of the ' Cook

Suspicious? Call

a postal inspector

CHICAGO-A top postal
inspector here advised readers
of- Business Insurance who are
suspicicus of an insurance
company-no matter where
the company is based-to call
the postal inspector's office
here or in the nearest major
city.

The telephone number is
area code 312, 353-2820. The
address is the Chicago Post
Office, Postal Inspection, 433
West Van Buren, Chicago
60607.

County criminal court.

ACCORDING TO THE Federal
official, the Multi-State
started some time in the early
1950s when Charles Hoffman sup-
plemented his television-repair-
man income by learning the art of
selling insurance while working
part-time for the Cosmopolitan
Insurance Co., an lllinois insurer
that has also since been declared

insolvent.

case

Some time late in the 1950s,
Charles Hoffman purchased the
charter of the Rural Mutual In-
surance Co., which was then an
inactive Wisconsin mutual, and
changed the name of the company
to Multi-State Ex-
change. At the same time, he set
up the R.C.D. Agency, through
which all Multi-State policies were
sold.

Insurance

As chief executive and owner
of both the insurance company
and its exclusive agency, Charles
Hoffman profited by sales com-
missions and the operation of the
insurance company, prosecuters

contend.

Multi-State wrote insurance
primarily for high-risk auto driv-
ers, although it got into other are-
as of coverage and had many
claims involving all types of peo-
ple and businesses. Its reserves in
trust accounts were considered
dangerously close to the unsafe
level by insurance department of-
ficials during the period in which
it operated. And according to one
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former director of insurance for
the State of lllinois, such a situa-
tion should not exist if the sub-
standard insurance company is
charging the going premiums for
high-risk drivers.

IN 1964, it was decided that
Multi-State had inadequate claim
reserves and the company went
under. However, in the meantime,
Charles Hoffman Jr. emerged as
the chief stockholder of Progres-
sive General Insurance Co., an-
other lllinois insurance company
that was latter declared insolvent.

But Multi-State, prior to going
under, purchased $500,000 in re-
insurance from Progressive Gen-
eral, which the Federal authority
contends was the first blow deliv-
ered that eventually "raped"”
Multi-State.

With his mutual operation in
Wisconsin defunct, Charles Hoff-
man scrapped the R.C.D. Agency
and set up a new sales outlet
named Automatix, an exclusive
agency for Progressive General
coverage, which was also a large-
ly high-risk auto driver insurance
operation.

As with -the Multi-State-R.C.D.
Agency setup, the Automatix and
Progressive General coupling cre-
ated another two-way profit ma-
chine for their owner, prosecuters
have contended.

THE REINSURANCE arrange-
ment between Multi-State and
Progressive General was the first
step in the siphoning off of funds
from Multi-State, but the second
and ultimate blow was the sale of
Multi-State.

After buying reinsurance from
Progressive General for Multi-
State, Charles Hoffman then ar-
ranged for the transfer of $585,-
00O of Multi-State's money to a
Georgia bank-but only after an-
other Georgia bank refused to ac-
cept the money.

Then, the same Hoffman sold
Multi-State, which had policies
and claims outstanding, to Rufus
McClarty, an Augusta business-
man. The purchase price for the
$585,000 of Multi-State's business
was $333,000.

There are $22 million in claims
against Multi-State and Progres-
sive General that have not been
honored. According to the Federal
official, there are 28 insurance
companies that were licensed to
do business in lllinois, as was
Progressive General, that are now
insolvent-far more cases of de-
funct insurers than in any other
state in the U.S.

THE MOST common form of
inadequate reserves for a phony
insurance operation is a trust ac-
count-or more than one-that
doesn't represent to policyholders
what it is supposed to in liquid as-
sets, the Federal official told
Business Insurance.

"A trust account that represents
plots in a grave yard doesn't help
anybody who has a claim against
a company,”" he said. State insur-
ance departments haven't been
looking into what actually is rep-
resented in an insurance compa-
ny's assets before, but they are
beginning to now, he added.

The Federal official also said
that some improvement has been
made in the efforts by the Federal
government, the National Assn. of
Insurance

Commissioners and

other insurance groups to get
criminals out of the insurance
business.

He said that. the Bahamas gov-
eminent is now cooperating in ef-
forts to investigate insurers based
there. But he confided that phony
insurance operations will proba-
bly be shifting from the now

Continued on page 45



General Milills captive has earned
$1.5 million since founding in '63

NEW YORK_ S#gear mmvwiddn February,

been introduced as "the epitome
of the successful captive insur-
ance manager,” Harry L. Davis,
insurance manager for General
Mills Inc., had a job to do here
one recent morning.

Mr. Davis spoke before a semi-
nar dealing with the creation and
management of captive insurance
companies. His subject was the
property captive. His qualification
was the fact that he has worked
with one since General Mills es-
tablished theirs seven years ago.

The system, he told the audi-
ence with certainty, has worked
for the Minneapolis-based firm.
Furthermore, he said nothing to
acquit himself of the introductory
label. In fact, he noted that Gold
Medal Insurance Co., the General
Mills subsidiary, had reported
earnings of almost $1.5 million
since it was formed.

OUTLINING General Mills'
case history for those attending a
two-day seminar sponsored by
John Liner Letter-Insurors Press
and presented by Management
Seminars Inc., Mr. Davis said the
company's motives for forming
the captive were "purely eco-
nomic.”

The insurance manager ex-
plained that General Mills first
became interested in such a cap-
tive in 1959. After an initial flir-
tation with the idea, the firm
pigeon-holed its thoughts and it
was not until after General Mills
liquidated its feed line that the
project came up again. That was
in 1962.

"General Mills liquidated its
feed line and found itself with $60
million on its hands and looking
for places to put it,"” Mr. Davis
said. A study was made, the cor-
poration was drawn up the same

Crime...

Continued from page 44

well-known locations to such are-
as as the Channel Islands off
England, particularly the island of
Guernsey, and the country of

Switzerland.

HE PREDICTED that many
more mail fraud indictments in-
volving insurance operations would
be forthcoming shortly.

The Federal official said that
Federal bankruptcy laws should
apply to insurance companies. If
such laws were changed to pro-
vide no exclusion for insurance
companies, then the officers who
"rape" companies could be tried
under Federal criminal charges.

As it now stands, with regula-
tion under state control and in-
surers exempt from the Federal
bankruptcy laws, state insurance
departments are limited as to how
they can deal with the officials of
an insurance company that has
been drained of its assets, he said.

"If the Federal bankruptcy act
were revised so that we could
bring Federal charges against
these people, then the Federal
courts could assign the comrnis-
sioners or directors of insurance
for the states as the trustees of the
remaining assets of the company,”
he explained. "That way we could
get these people in jail and out of
the insurance business.”

In addition, the Federal official
felt that state insurance laws
should be more uniform. "Al-
though I'd be against putting
more power in the hands of the
Federal government, | don't see
why the insurance laws of all the

states can't be more uniform,” he
ccc>raccle acde A - -

1963, Gold
Medal Insurance Co. wrote its
first policy.

IN ORGANIZATION, the gath-
ering was told, Gold Medal is a
"pure captive." General Mills is
its only customer.

It was capitalized with $500,000,
the minimum under Minnesota
insurance laws. Although it was
originally licensed as a fire com-
pany, the subsidiary began writ-
ing multiple forms of insurance
for General Mills in 1965. A do-
mestic captive as opposed to an
off-shore operation, it is licensed
to do business only in Minnesota.
This does not restrict it from

doing business with General Mills

"See, theYes Men'said there

operations in other parts of the
country, however, since the par-
ent is a Minnesota corporation.
"We chose Minnesota as our
domicile for several reasons,"” Mr.
Davis said. Among them, he not-
ed, were the relatively non-re-
strictive investment laws and the
fact that the company does its
corporate business there.

THE. CO MPANY operates as
a nonadmitted carrier in other
states and in fact insures very
little property in Minnesota, the
manager noted. He added that
Gold Medal has few employes per
se ("except for the Indian chiefs")

and instead buys employe services
from.General Mills.

General Mills, although primar-
ily known as a manufacturer of
food goods, has become quite di-
versified in recent years. Among
its subsidiaries that are insured
through the captive is the compa-
ny that manufactures the popular
youth and adult game, Monopoly.
"We also own a model rocket
plant and all its insurance prob-
lems," Mr. Davis noted.

Gold Medal insures General
Mills and its subsidiaries for many
of the coverages companies of its
size normally carry.

"WE WRITE FIRE, business in-
terruption, earthquake coverage
... ," he said, beginning a long
list. "Perhaps | should say what we
don't write.”

Among the coverages the insur-
ance captive does not write for its
parent is liability. "The opportu-
nity for saving money here is
minimal,” he said, adding, "you
must also be admiitted in other

was a flaw in ityY

Inspecting the apparatus they cover is only part of Mary-
land American General's Boiler and Machinery Insurance
service. And discovering defects is just one result of our
inspection service. It can assist in reducing accidents and
give equipment more service years with less down time.
The "Yes Men" have been protecting everything from
single boiler operations to 300-location corporations since
1898. And this includes some of the giants like Alcoa, Air
Products and Chemicals, Inc. and Baltimore Gas and Elec-

states where you do business."

In addition, he noted, liability
coverage requires enormous
amounts of work. Gold Medal
does not write fidelity covers or
employe benefits either, the latter
for essentially the same reasons it
does not write liability.

SINCE IT BEGAN operating,
the captive has written three in-
surance treaties, one domestically
and two abroad, Mr. Davis re-
ported, adding that "92 % of the
ultimate risk rests abroad.” The
company, he revealed, reinsures
"99% of losses in excess of $50,-
000."

The captive's investments are
managed by New York invest-
ment counselors who have been
given broad powers. A Minnesota
bank is custodian of the funds.
Gold Medal also has a six-mem-
ber investment committee which
makes periodic reviews of the

Continued on page 47
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ance available from Maryland American General, that just
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benefit tax slants

House-passed tax bill no cinch;
in for close committee scrutiny

By JOSEPH S. ROBINSON

NEW YORK-The House-passed
tax bill is in for some tough sled-
ding. There'll be closer committee
scrutiny-more conferences-iron-
ing out the differences, etc. Ifs
hard to predict right now what
will come of it this year. Here's
why:

First the Senate finance com-

THE BEVERLY HILLS HOTEL, Beverly Hills, Calif.

IRM SERVICE KEEPS POLICYHOLDERS SOLD

mittee (after completing its hear-
ings and listening to a host of
witnesses) must meet and decide
what it thinks the tax bill should

contain.

Thousands of managers of large properties have found that

"It Pays to Insure with IRM."

. . ) i . Then xmes floor debate. It's

Now, as an added service, 1RM is making its unexcelled facilities ¢ . .
ough to guess how long this will

last. Ultimately, the Senate will
put through its version of the bill

--hopefully.

available to the owners of moderate size properties... starting at
$150.000. Contact a Member Company for further details.

NEXT. any Senate-liassed tax
bill will have to be reviewed by a
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marine insurance
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percentage point proposed cut in
the depletion allowance.

« Tightening up of tax exempt
foundations: Some Congressmen
say that a crackdown on founda-
tion earnings could backfire be-
cause these institutions engage in
important research, finance many
worthwhile projects and serve
other useful social welfare goals.

. Taxing municipal bond inter-
est earnings under certain cir-
cumstances-i. e., if it exceeds a
certain percentage of an individ-
ual's total income. The conse-
quence of this proposal, say the
critics, is to discourage bond is-
sues for important urban area
needs-e. g. housing, schools, etc.
Constitutional question is also at
stake.

- Revision of the capital gains
rules: Some legislators want to
hold the line on the six-month
holding period for long-term capi-
tal gains treatment. Further, they
do not want the 25% maximum
tax on capital gains changed-
they prefer to limit its use to a
maximum amount in any tax
year. Their proposed maximum is
$140,000 for married couples filing
jointly, and $85,000 for single in-
dividuals.

There are a number of other
disputed features of the tax pack-
age such as depreciation allow-
ance, interest on investment in-
come, tax changes for single peo-
ple, etc.-all of which must get a

thorough going over before final
agreement is reached.

CORPORATIONS sometimes
vote a widow of a deceased offi-
cer a sum of money as a gesture
of appreciation. A U. S. court of
appeals ruled such gratuitous
payments are not deductible by
the company because it was not a
necessary business expense. There
should be a prearranged binding
of this nature. ( Allen Industries,
Inc., Ct. of App. 6th Cir.)

AN EMPLOYER can take an in-
come tax deduction for its nonre-
fundable contributions to a trust
that provides group health and
life insurance benefits for retired
as well as active employes. So
says Internal Revenue in Rev.
Rul. 69-478.

A SOCIAL SECURITY innova-
tion in the form of automatic
benefit increases geared to the
cost of living is urged by Presi-
dent Nixon (see separate story).
In asking for a 10% increase in
Social Security payments, the
President said his proposal would
do away with the practice of hav-
ing a new Social Security bill pass
through the Congressional wringer
every other year. -

Travelers to oppose
Conn. group cover ru/e

HARTFORD-The Travelers In-

surance Cos. will go to court for
the right to sell group insurance
in Connecticut.

State insurance commissioner
William R. Cotter has rejected the
companies' application to sell au-
tomobile, home, life and other pro-
tection -hrough mass-merchandised
group plans.

(Members of groups would en-
joy lower premiums because of
anticipated cost savings),

MR. COTTER ruled that the
application violated a new Con-
necticut law restricting sale of
mass merchandised insurance to
groups of more than 700 and re-
quiring at least 70% group partic-
ipation.

Harold LaCroix, Travelers vp,
told Bleiness Insurance the firm
would challenge the commission-
er's ruling on two grounds: That
the Travelers program for mass
merchandising in Connecticut is
outside the new law's scope; and
that the new law is unconstitu-
tional anyway.

The exact course of legal action
is yet to be determined, but some
kind of petition or appeal is to be
submitted shortly to a Connecti-
cut court.

SINCE THE ISSUE involves a
state regulatory agency, Mr. La-
Croix continued, trial could be
anticipated within three months.

Travelers and other Hartford-
headquartered companies have
undertaken mass merchandising
programs in a number of states
for factory workers, professional
workers, labor unions and other
groups. as previously reported
here.

Estimated savings on auto in-
surance, for example, would be'’

about 15 % for participating group
members, Travelers contends.

The new Connecticut law was
strongly urged by independent

and mutual insurance agents,

fearful of losing commissions in
event of group insurance sales
catching on.

THE TRAVELERS legal de-
partment's interpretation of the
law brought up these questions.

It is contended, for example,
that the Travelers group sales
plan would not be affected since
the law's definition of group in-
surance is not applicable.

(The law defines a group as
more than 700, some 70% buying
a group insurance plan and all
charged the same premium rate.)

But insurance spokesmen in
Hartford assert that the provi-
sions were designed to sabotage
group sales since this would de-
prive thousands of people in small
company setups or organizations.
They say, too, that the blanket
premium rate-charged regardless
of driving records and other lia-
bility criteria-would force costs
so high that the entire program
would emerge impractical.

Travelers would open its plan
to groups regardless of size or
percentage of subscribers. Rates
would be set according to liabili-
ty

A&A sets merger

Alexander & Alexander, said it
has agreed to merge with Hut<min-
son, Rivinus & Co., a Philadelphia-
and New York-based broker, ef-
fective Oct. 1. Hutchinson had
gross income of about $2 million
for 1968, compared to A&A's gross
income for the year of about $21
million. The merger is the thir-
teenth for A&A since 1967.



in Federal safety, health measure

WASHINGTON-"The piece-
meal scope of Federal authority”
has limited the effectiveness of
current industrial safety efforts,
the Secretary of Labor said late
last month in plugging the Ad-
ministration's occupational safety
and health bill.

The bill, which would establish
a "separate, independent" - board
to develop safety and health
standards, has been greeted by a
lack of enthusiasm from most in-
dustrial safety men. Safety ex-
perts interviewed by Business In-
surance thought the board would
be both ineffective and costly.

But Secretary of Labor George
P. Shultz contended that "the es-

$1 million
bomb loss

self-insured

SAN JUAN, P.R.-A Wool-
worth store here, which was de-
stroyed by incendiary bombs last
month, was self-insured, accord-
ing to a company spokesman.

The bombing and resulting fire
did damage estimated at "in ex-
cess of $1 million." However,
Woolworth's must cover the con-
tents only since the leased build-
ing is the responsibility of the
owner, the spokesmen explained
to Business Insurance.

The bombing incident occurred
during a celebration marking an
armed uprising in 1868 against
the Spanish regime in the town of
Lares. It is considered one of the
most important holidays of Puerto
Rican factions advocating inde-
pendence from the United States.

Incendiary bombs were found
and disarmed in three other stores
owned or controlled by Americans
during the celebration. They were
a Lerner shop, a Kresge variety
store and a supermarket owned
by the Pueblo chain. -

Continued from page 45
company's investment portfolio.

Loss prevention and control
continue to be an important role
of the General Mills' engineering
and insurance departments, Mr.
Davis said. He also noted that the
company has retained outside
consultant firms to make periodic
safety checks in risk areas.

IN CONCLUDING his prepared
remarks, the insurance manager
Nnoted that in addition to the ob-
vious economic results General
Mills has enjoyed other benefits.
He noted one that is of constant
interest to insurance managers,
that of simplifying policy lan-
guage. "We used to write letters
to insurance brokers asking them
to draw up endorsements and
then wait three or four weeks to
get them. Now we write the en-
dorsements," he said.

While the property captive pic-
ture at General Mills painted by
Mr: Davis was extremely rosy, he
noted that Gold Medal was not
entirely spared of problems. But,
he indicated, the weight of these
has not been oppressive.

"We have had some problems
establishing rates,” he admitted
when the question came up later.
"We have been using the same
rates . we had in 1963 with our
previous carrier, which we modi-
fied downward. In a sense, we are
getting a little outdated.” -

tablishment of a separate board
with standards-setting and viola-
tion-determining powers, with the
Labor Department exercising ad-
ministrative functions, Krovicles for
a balanced governmental struc-

ture.

"REGULATORY activities in
the field of occupational safe-y
and health zan profit by such a
separation of responsibilities. This
is, of course, an application of the
check and balance principle.”
Secretary Shultz declared.

The labor official emmphasized
the Administration's "concern for
the need for careful attention -%
due process in the procedural as-
pects of the orovisions cf the bill.

"Our bill's standards-setting
and enforcement provisions are
designed to be definitive and fair
-fair in the sense that no stand-
ard should be promulgated or en-
forced without due process. To
assure fairness we drafted the bill
with the utmost concern for pub-
lic hearings and opportunities for
judicial review," the secretary
told the select subcommittee on

labor.

THE BIU calls for two sources
of standards, he said. One source,
the national consensus standard,
is one that has been adopted by a
nationally-recognized public or
private organization under a con-
sensus method. "The consensus

method requires that the views of
interested and affected parties be
considered," Secretary Shult=
stressed.

The second source of safety and
health standards under the meas-
ure involves the development of
standards by the five-man board.
He said a formal hearing is held
by the board after due notice, and
any interested person affected by
the standards may seek review by
the U.S. court of appeals for the
District of Columbia within 30
days after the standards are pro-
mulgated.

Due process, said Mr. Secretary
Shultz, "is also assured in the en-
forcement provisions of the bill.
In an ordinary enforcement pro-
ceeding under the act, the secre-
tary would be required to prove
at a formal hearing before the
board the existence of a violation.

"THE BOARD would make its

findings and issue any necessary

orders only after the formal hear-
ing. At this point an aggrieved
party may also seek review of the
board's order in the U.S. district
courts.”

In cases of "imminent danger,”
where the department seeks an ex
parte temporary restraining order,
the bill limits the' duration of such
orders to five days, Secretary
Shultz explained. "Any further
injunctive relief can be obtained
only after notice and opportunity
are given the employer so that he
may present the court with evi-
dence in his behalf. Also during
any five-day order the board is
required to begin a formal hear-
ing on the alleged violation."

The secretary said due process
is also extended by the bill to the
states. The bill provides that judi-
cial review of the Labor Depart-
ments's decision to reject or with-
draw approval of a state plan
may be obtained in the U.S. court
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Conn. bank escapes phony /oan dea/
because 'it looked too clean': Morris

SIMSBURY, Conn.-The Sims-
bury Bank & Trust Co. may have
escaped a $50,000 loss on a fraud-
ulent loan because "it j ust looked
too clean.”

The grand jury in New York
has charged that the Community
National Life Insurance Co. of
Tulsa, its president, two New
York companies and three of their
officers with a series of acts to
defraud banks and other lending
institutions by using phony life
insurance collateral.

The indictment indicated that
the accused parties succeeded in
getting some $300,000 from Cleve-
land Trust Co., $96,000 from Chase
Manhattan Bank of New York,
$50,000 from Kingston Co. in New

York, $50,000 from Community
State Bank & Trust Co. in Linden,
N.J., and $50,000 from First Na-
tional Bank of Litchfield.

AUSTIN MARSH, of the Litch-
field bank, told Business Insur-
ance that the bank would have no
comment.

"We neither admit nor deny nor
anything else,"” he said.

Thornton B. Morris, president
of the Simsbury bank, disclosed
that a loan officer of his bank had
been approached by an out-of-
town party whorn he declined to
identify.

"On the surface,” he said, "it
looked like a pretty good loan.
They wanted to use the funds to

buy land locally, and go nto tusi-
r.ass locally.

"BUT WE d.(in't like the looks
of it. It was too smooth-almost
too clean.”

The Simsbury bank checked on
Ccmmunity National Life, which
would secure the loan by the ar-
tys life insurance policies 'and
we weren't too impressed vith
what we found.”

Mr. Morris said the company is
Nnct licensed to operate in Con-
necticut,

Indicted wi:h Community Na-
tional were its president., Jinnie
J. Ryan, 36, of AIC Corp.; Inter-
coastal Investors Co.; Satiris Gal-
ahad Fassoulis. 47; Lionel M. Rief-
le, 30; and Sanford Rafsky, 42. -
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Lloyd's tells losses
for '66, gets tough

LONDON-Insurers at Lloyd's are getting tough in their
attitude toward world markets for all forms of business cover-
age. This prediction was made by H. S. Mance, its chairman,
when he revealed that Lloyd's had lost $44 rnillion on its
1966 account.

The reason for the improvement is that the tougher approach
is already beginning to show results that will help underwriters,
who are getting more forceful in both rate structure and selec-

tivity of business.

REVIEWING GLOBAL trends, Mr. Mance said results for
marine and transit market showed a loss of $35 million, repre-
senting an 8 % loss on prernium income, and those for nonmarine
showed a loss of $17 million, equal to 2.31 % of premium income.

He felt insurers had not sufficiently anticipated rapid cost
inflation or the growing complexity of insurance in a technologi-
cal age.

Another Lloyd's official, H. Eastwood, deputy chairman Non-
Marine Association, said there had been substantial losses on
nonmarine business in North America, including the Louisiana
oil refinery explosion, the Detroit riots and the fire at the
McCormick Place exhibition hall in Chicago.

Full effect of substantial rate increases and other measures
might lead to a marginal profit in the three-year account period
closing December, 1969, and he was optimistic about profits for
Lloyd's members and other insurers by end-1970.

0. J. Lewis, deputy chairman Lloyd's Aviation Underwriters
Association, said underwriters had not taken complete advantage
yet of higher premium possibilities, but it was time for this
potential capacity to be used. His members were ready to face
the challenge of insuring jumbo jets.

Marine underwriters at Lloyd's now expect Hurricane Camille
to cos. them $25 million.

The overall view is that the outlook for underwriters is
genuinely improving, and that they will move into a profit
period after a long spell of heavy losses, which has caused

anxiesy among many Lloyd's members. -

'Offset’ bill OK'd in Cal.

SACRAMENTO, Ca1l1.-Gov.
Ronald Reagan has signed into
law a California return premium
offset bill introduced by Assem-
blyman John V. Briggs (R.-Ful-
lerton) with sponsorship of the
Insurance Brokers Assn. of Cali-

fornia.

The law will permit an agent or

You're sure 1

broker or surplus lines broker to
offset funds due an insured for
return premium on any policy
against amounts due him from the
same person for unpaid premiums
on the same or any other policy.
The insurer is authorized by the
law to pay such return premiums

to agents or brokers. -

. But are you really sure?

Prudent Risk Management should provide a reason-

able degree of certainty when it comes to filing a

"statement of values".

Will you be as sure of the accuracy of your
assured's "statement of values" the day after a loss
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Legislators still worried about
holocausts of civil nuclear plant

WASHINGTON- t 20 Con- CQNGRESS HAS a joint com- on the east coast. Strangely
gressmen and elﬁ\ﬁf Senators are mittee on atomic eneray that is enaugh. of fhe8imembaraol
stirring up old fears about the supposed to study proble relat- i !
extent of death and destruction a ingd to the development, use and  ©" atomic energy, only three rep-
nuclear holocaust at a civilian control of atqmic energy, Rep. res%nft ;aesrthc;osss:;;ar:;terest,n he
ﬁg\évrsgtggnjvgglidbgg?nsigy caus&?raxlf fe98#9to%de UhsPHdntRrs said, is t(§1atI "of tk(\je tlotal 8&; gper-
The legislators, led by Rep. 'S ‘nuke-oriented’ or Wil be Iented in the eastorn
John Saylor (R Pé ) and inelud; Because of the similarity of half of the U. S. This 90% of th
ing Sen. Thruston Morton (R. views of these 18 joint committee at © " ?d - S f's ° °| e
Ky.), are spearheading a move: members on the U. S. civilian nu- Potential danger from nuclear

t t Federal = clear power program, it is hard plants is rep.resented .byl 50 % of
3o Tsviaw andeavafiats the for an "outsider” to "get a word the membership on the j oint com-
safety of civilian nuclear power " €dgewise. | kndw; | have

in the U. tried," Rep. Saylor stated.
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43,000 others and do as much as
$7 billion in property damage.

PEOPLE COULD be killed up
to 15 miles away and injured
within 45 miles, according to the
study. Land contamination would
extend for far greater distances;
agricultural restriction might pre-
vail over an area of 150,000
square miles, roughly 5 % of the
territory of the continental U. S,
the report stated.

Rep. Saylor points out that the
report was issued in 1957 and
speculates that because of the
rapid population growth and a
huge increase in the size of nucle-
ar power plants since that time,
these potential disaster figures are
probably now quite underestimat-
_— A _ -

"The potential for tragedy is so
great that it staggers the imagina-
tion," he said recently, adding =
that nothing he has read since the
AEC report was issued "would
calm anyone's fears about the aw-
ful consequences of a 'mistake’ or
'impossfble' calamity arising from
the operation or misoperation of a
nuclear plant."

N.Y. boosts
limits for

parking lots

NEW YORK-Garage and park-
ing lot operators here will be re-
quired to carry liability insurance
amounting to as much as $300,000,
starting Nov. 14, under regulations
announced by Mrs. Bess Myerson
Grant, the city's consumer affairs

commissioner.

Insurance rates here have been
set at the discretion of the com-
missioner depending on various
factors. Mrs. Grant said the new
regulations had been developed
from a series of hearings on ga-
rages and parking lots held last
month.

Insurance standards for the
first time will include legal lia-
bility for all operations within a
garage or parking lot. These in-
clude operation of cars owned by
the parking lot operator, in addi-
tion to those of his customers.

Under the regulation, lot and
garage licensees must carry lia-
bility iNsurance of at least
$100,000 for personal injury to
any one person, and $300,000 for
two or more persons, and $25,000
for damages to property. Opera-
tors for the first time will be
required to present proof of such
coverage, Mrs. Grant said.

Spokesnnen for groups repre-
senting the garages and parking
lots said that lawyers were study-
ing the proposed rules and that
a decision on whether to attempt
to block the new regulations will
be made before an Oct. 14 dead-
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As Fred. S. James & Company has
grown over a span of 110 years its
identification with the foreign insur-
ance operations of its clients has
increased greatly. Today, we serve

clients on a world-wide basis.
Familiarity with local customs and
conditions in far-away places is
maintained through a network of
foreign service associates whose
professional standing equates with
our own. In almost all cases, our
United States professionals 80
abroad to establish the program. Our
associates abroad permit us to main-
tain a flexible position in each coun-
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each civilian nuclear power plant
must carry. This was established
by the AEC at $150,000 for each
megawatt of thermal capacity of
the plant.

In addition, the Price-Anderson
Act required the AEC to provide
liability protection in the amount
of $500 million for each nuclear
"incident" over and above the
amount of financial protection
carried by the facility.

The joint committee on atomic
energy report on the 1957 bill
suggested that Congress might
consider the appropriation of ad-
ditional funds in the event of a
nuclear incident that causes dam-
age in excess of $500 million.

The review committee proposed
by Rep. Saylor and others would
conduct an "intensive probe" into
the atomic energy program, "with
the specific objective of ascertain-
ing whether the existing civilian
nuclear program is responsive to
the public need, assessing the va-
lidity of the assumption upon

which the existing program is
built, and -determining what
changes should be made in the
program.”

Resolutions -proposing such a
review committee have been in-
troduced by legislators year after
yedr, -and are "systematically ig-
nored by the ( joint) committee,”
Rep. Saylor charged.

"The situation painfully re-
minds me of the tragedy ahd
shame of the Congress with re-
spect to coal mine health and
safety legislation. Unfortunately,
it takes major coal mine disasters
to spur the Congress mto action.
Considering the number of lives
at stake in the proliferation of
nuclear plants around the coun-
try, | pray the Congress and espe-
cially the members of the joint

not wait for a nuclear plant disas-
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AGC's construction strike pool
administered by Bermuda insurer

WASHINGTON-A recent re-
port by the Associated General
Contractors that construction
strike insurance is now being of-
fered through a Bermuda-based
Lloyd's of London syndicate was
not altogether correct, the con-
struction trade group has told
Business Insurance. The plan is
being administered by a Bermu-
da-based insurance company, but
the insurer has no connection
with Lloyd's.

Moreover, the concept is not a
pure insurance setup, a spokes-
man for the AGC said. Rather, it
is a "pooling of funds idea where-
by reimbursements are made to
contractors according to need.”

The erroneous report was first
brought to the attention of Busi-

ness Insurance by Garrett Red-
mond, an assistant vp of Fire-
man's Fund in San
Francisco. Referring tri the "Ber-
muda-based Lloyd's of London
syndicate,"” Mr. Redmond wrote:
"CAN THIS be correct? Surely
all syndicates composed of un-
derwriters at Lloyd's are based
in London and write business
only through a.cred:ted Lloyd's

brokers.”

Mr. Redmond's letter was fol-
lowed by a communication from
John C. Boden, manager of Arch
Insurance Co. Ltd., the Bermuda
firm originally asscciated with
Lloyd's in the report. Mr. Boden
noted that no such connection
exists.

The ma:ter has been the cause

Americ a

The good life

Reliance's Executive-Professional Securitv Plan
is for people who work hard to enjoy "the good life."
For they are the ones who most need

the Plan's extra liability protection

up to a million dollars or more.

Ask your independent Reliance agent atout it.

UL:O0

of some embarrassment to Asso-
ciated General Contractors.

"There was a little confusion
there,” a source with the AGC
said the other day. "Originally
we had developed a plan for con-
struction interruption insurance
and had approached a Lloyd's
syndicate with it. However, the
costs they quoted for administer-
ing the fund were a little high
and in turn we were referred to
Arch.

"WE JUST found out the other
day ourselves that Arch isn't af-
filiated with Lloyd's," the source
explained. "l think the confusion
was the result of the fact that we
merely developed the plan and
then turned it over to outside
counsel, who was asked to find

YOUR ndependent

someone outside the U. S. to ad-
minister it for us. After the plan
was developed we wanted to
stand in the background because
we couldn't afford politically to
be associated too closely with the
plan. We have to deal with the
AFL-CIO, too, you know."

The construction insurance pool
concept has been challenged by
one AFL-CIO local during nego-
tiations, in southern California.
Operating engineers there have
sought to prevent such a plan,
contending that they are, in ef-
feet, "government supported"” be-
cause they can be purchased as a
tax-deductible policy. Also, the
union says, insurance premiums
are "recoverable as a business
expense under government con-
tracts.”

In the meantime, the AGC re-
ports that "close to 1,000 applica-
tions to jcsin the pool have been
received from U. S. contractors.”
Funds will be channeled to Arch
Insurance Co. Ltd., which in turn
will administer the activities of
the pool for "a very small per-
centage,” an AGC man said. -

Lloyd's has cover

In a story on trade show insur-
ance appearing in the Sept. 15
issue of Business Insurance, it
was sta-ed that the basic policy
can be extended to cover cancel-
lation for any reason-snow,
riots, epidemics, strikes, black-
outs-with the exception of the
inability to raise money to put on
the show. This coverage is writ-
ten by Lloyd's of London. Fire-
man's Fund, which writes the

basic coverage, does not handle
the broader form.

She//...

Continued from page 1

close to the situation said it would
"appear" that the oil company will
not be dealing exclusively with
Lloyd's on excess in the future.

"It's a serious matter of costs,"
the source said. "They're not
really giving us a hard time.
They're just saying 'take it or
leave it: "

He added that the present con-
tract with Lloyd's is on a three-
year basis but that Lloyd's is
opting for a one-year pact upon
reerynessn~na=al. O

TOVALOP ...

Continued from page 1
land, South Africa, and Argentina.

The aim is to top 80% of world
tanker tonnage in the next two
yvears.

The pool was officially an-
nounced in London Sept. 24 by
International Tanker Owners Pol-
lution Federation, of Mincing
Lane, E. C., which issued this re-
lease:

"The agreement whereby tank-
er owners will compensate gov-
ernments with a maximum of $10
million per tanker per incident
for their clean-up expenses in the
event of an incident involving
pollution will become operative
Oct. 6 noon, Greenwich Mean
Time.

"Under the TOVALOP plan
(Tanker Voluntary
Agreement Concerning Liability
for Oil Pollution) each tanker
owner who is a member under-
takes specific obligations with re-
spect to compensating national
governments in the event of an oil
spill fér their clean up costs to a
maximum of $100 per gross regis-
tered ton of the vessel, or $10

million per tanker per incident,
whichever is less.

Owners

"The agreement provides also
that a tanker owner who has tak-
en action to clean up any dis-
charge of oil that threatens to
pollute, or actually does pollute,
coastlines will be reimbursed for
the c6st of such clean up.”

Maritime governments are now
being officially informed of the
tanker agreement. m

Travelers wins bid

The board of education of
Rocky Hill, Conn., has accepted
the sole insurance company bid
-from Travelers Insurance Cos.
-on a retirement plan for 48 em-
ployes. Travelers had bid $7,287
for the retirement plan. Board
spokesman, Ralph Roberts, said
the plan provides the same bene-

small percentage of the cost
while the school plan is to bc
absorbed entirely by the board.

Insurance Survey, Audit,

& Advisory Services

" Herbert L. Jamison & Co.

90 Park Avenue

New York, New Ycrk 10016
Area Code 212 - Oxford 7-6678



Lloyd' s underwriters face capacity
problems with vigor and confidence

LONDON-A survey taken by
Business Insumnce in the Lloyd's
insurance field shows that capa-
city fears are being faced vigor-
ously by all its leading members.

Natural confidence in the fu-
ture is buttressed by improving
claims returns, as well as by the
belief that inflation and other
world-wide challenges have been
Inet.

Basic facts are that Lloyd's lost
$44 million in 1966, and more
than $90 million in 1965, after
profits had begun to slip in 1964
to a low margin.

STATEMENTS BY leading
Lloyd's personalities express their
favorable reaction to its future
prospects after its heavy losses in
1965 and 1966.

H. S. Mance, overall chairman
of Lloyd's, said: "The British
market, and the world market
generally, suffered heavy losses in
those two years. Insurers had not
sufficiently anticipated the accel-
eration in inflation of costs, or the
growing complexity of the present
technological age.

"Some insurers have acted as if
the rapid growth of a premium
fund is a sure sign of profit. This
makes for a competitive element
which has made it more difficult
for Lloyd's to get the rate in-
creases essential in an inflation-

ary situation.

"BUT MATTERS are now very
different, and insurers at Lloyd's
and elsewhere are once again
tough and realistic in both their
rate structures and selectivity,”
Mr. Mance said.

"The capacity of the market de-
pends not only on the number of
members, but also on the pre-
mium limits they choose to under-
write, and the number of classes
of business they accept.

"It is very encouraging that in
both these respects existing mem-
bers consider that now is the time
to expand.

"The number of increases in
premium limits, and entry into
additional classes of business for

existing names, has been higher
than ever before.

"RATE INCREASES, rather
than risk exposure, are now play-
ing the bigger part in the rise in
premium income, which topped
$15 million in 1967, compared
with $10 million in 1964.

"The market has had to adapt
itself to technological change the
world over, such as oil pollution
and jumbo jets.

Canadian

firm gets
highest fine

TORONTO, Ont.-A Toronto
manufacturing firm has been found
guilty of violating the Industrial
Safety Act and fined $3,000-the
highest penalty ever imposed un-
der the act.

Judge Crawford Guest ruled
that Toronto Metal Spinning Ltd.
was to blame when an employe
had his arm mangled in a ma-
chine May 8.

Eldon Laflamme, 17, had to
have his arm amputated below
the elbow as a result of the acci-
dent.

AnNn industry safety officer testi-
fied the accident was directly at-
tributable to lack of a guard on
the machine, and another officer
said the company had received
three previous warnings to install
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"Lloyd's underwriters are con-
stantly improving their technical
knowledge so that risks can be
rated on the potential hazards,
rather than by relying on past
experience of a situation which is
constantly changing, and which
has obscured the dangers fronn
inflation,"” he said.

"Great changes in the industrial
scene call for much greater un-

derwriting skill than ever before,”
Mr. Mance added.

R. C. J. GORDON. chairman of
Lloyd's Underwriters Association,
said: "Marine-market losses in
1966 are due to several factors,
including rising cost of repairs
through world inflation. But it
has now made significant steps to

increase premiums towards those
needed to make a profit after al-
lowing for catastrophes, inflation,
and the alarming increase in
crime.”

H. Eastwood, deputy chairman
Lloyd's Underwriters Non-Marine
Association, observed: "We are
participating with other sections
of the insurance industry in all
measures being taken in the field
of fire and crime prevention.”

O. J. Lewis, deputy chairman
Lloyd's Aviation Underwriters
Association, commented: "Avia-
tion hulls were an exception from
the general improvement in
premium rates last year, but there
are now signs of an improvement

starting in rating that class of
Fo>we a==sirmacecas=s= _"" -

dates for buyers

Oct. 16-17, Council on Employee Benefits, New York Hilton Hotel,
New York, N. Y.

Oct. 17, Northern California Chapter of the Society of Chartered
Property and Casualty Underwriters, All-industry day, Hilton Hotel,
San Francisco, Cal.

Oct. 20-22, American Management Assn., Modernizing the pension
plan, American Management Assn. Bldg., 135 W. 50th St., New
York, N. Y.

Oct. 22-24, American Management Assn., Modernizing the group
insurance plan, American Management Assn. Bldg., 135 W. 50th St.,
New York, N. Y.

Oct. 23-24, Management Seminars Inc., How to create and manage
a captive insurance company, Rice Hotel, Houston, Tex.

Nov. 5-7, American Management Assn., Corporate risk management
in a tight money/insurance market, Drake Hotel, Chicago, lll.

Nov. 5-7, American Management Assn., Inflation-its impact on
benefits and cost, Drake Hotel, Chicago, lIl.

Nov. 18-20, National Fire Protection Assn., 1969 fall conference, Den-
ver Hilton Hotel, Denver, Col.
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Now... for funds in Travelers Deposit Administration
Group Pension Plans...7% minimum interest guar-
anteed for the first two contract years and thereafter
until further notice! Also... our new /ow premium rates
now place us a step ahead of the industry.

For more information contact your Travelers Group
Representative or write:

Group Pension Division
The Travelers

One Tower Square
Hartford, Connecticut 06115



Insurance in Thailand

30 years behind U.S.

NEVW YORK-Employe insur-
ance programs, such as group life
and medical coverage, have gained
a fairly secure toehold in Thai-
land, but "in many ways the in-
surance business there is like it
was in the U.S. 30 years ago."

This is the assessment of Don
Albee, American International
Assurance Co.'s vp for the Far
East country. Mr. Albee was in
New York to explain the insur-
ance picture to key benefits peo-
ple with American companies that
have interests in Thailand.

"The Thais have not yet given
wide acceptance to the impor-
tance of fringe benefits as an in-
ducement to get good help,"” Mr.
Albee said. However, he added,
with the possible emergence of
labor unions ( they are not yet
allowed in the country) and the
examples being set by some com-
panies who are getting better help

through added benefits he expects
this to change rapidly. Even, he
said, more rapidly than benefits
changed in this country since the
depression.

THERE ARE about 50 domestic
and eight foreign insurance car-
riers in Thailand, which is slight-
ly larger than Spain, Mr. Albee
noted. American International has
had an operation in Thailand for
20 years.

"We are presently writing
about 60% of the life insurance in
Thailand,” Mr. Albee asserted,
adding that American Interna-
tional is writing such coverage on
Thais at the rate of $4 million a
rmnonth.

However, he said, only a min-
ute portion of his company's busi-
ness there is in the employe bene-
fits area, although the company is
the only one writing group health

14

Don Allhe:

plans at the moment.

“WE'VE ONLY written three so
far,"” he said with a srr.ile, but
indicating that this was an ac-
complishment. Two of these are
with local companies and the
third is with Esso, which has an
operation in the country.

Group life plans, on the other
hand, are doing better. About 20
companies insure employes with
American International, the vp

said. In addition to some local

Trust no one!

Embezzlement means more tian simply
employees stealing cash. It's stolen material
and merchandise, too. From office to
shipping platform, and every place in
between, your business is vulnerable to
theft from this perfidious source.

Guard against a crippling loss by protectirg
your business with economical, effective
Honesty Insurance. Ask your insurance
agent or broker for information on this vital

coverage

and learn how it can help

safeguard your business.

FIDELITY AND DEPOSIT COMPANY

Baltimore, Maryland 21203
Honesty Insurance Sfecialists

companies and Esso, at least two
other American firms with inter-
ests in the country-Chase Man-
hattan Bank and the Bank of
America-have group plans for
their Thai employes, Mr. Albee
said.

The typical group life policy
averages about $5,000, Mr. Albee
said, adding that the amount goes
about "three or four"” times as far
as it would in the U.S. Premium
rates, however, are between 5 %
and 10% higher than in the U.S.

MEDICAL COVERAGE, on the
other hand, is relatively inexpen-
sive to the employer in Thailand,
Mr. Albee noted. "A company can
buy a hospital plan for his em-
ploye that will cover almost
everything for about $15 or $20 a
year. Hospital costs in Thailand,”
he added, "are dirt cheap."”

Mutual fund

CHICAGO-A payroll-d educ-
tion benefit plan that would ena-
ble workers to purchase mutual
fund shares for as little as $5 a
week is being offered by Conti-
nental National American Inves-
tor Services, an affiliate of CNA
Financial Corp. The program be-
came available Aug. 1.

Bruce Hutchins, sales vp, told
Business Insurance that a group
explanation of the plan will be
given to all employes of subscrib-
ing companies and private coun-
seling sessions will be held with
those interested in investing at
their places of employment.

Mr. Hutchins said that the plan
offers employes of smaller com-
panies the opportunity to obtain
benefits similar to those adminis-
tered by huge corporations. "We're
not limiting the plan to certain size
groups,”" he said. "It's just that it
will be easier to break into that

area."”

"WE PLAN to get to know the
employes' present benefits so that
we can explain what the employ-
er is already giving them and
counsel them on the advisability
of their joining the investment
program,” he said. "This is a plan

"Group life programs cover
mostly salaried employes where
they exist and are mostly noncon-
tributory, Mr. Albee explained.
Group medical plans are also
available only to salaried em-
ployes for the most part, but these
are generally provided on a con-
tributory basis.

"Employe benefit programs are
just beginning at this point," Mr.
Albe@ said, noting that this is also
due to the fact that until now the
Thais have not been the type of
people who look ahead to possi-
bilities or inevitabilities, such as
illness and death.

"But," he -eiterated, "this is
changing rapidly, especially with
those who are more educated than
others. They are looking for em-
ployment with companies that
provide benefits for their work-
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investment

in which not everyone should
participate.”

The service provides for $5-a-
week deductions as a minimum
for a participant paid on a weekly
basis. No maximum limit is stipu-
lated.

Money will be invested in any
6f the funds offered by CNA In-
vestor Services, as designated by
the employe. Some of the funds to
be made available are: Manhattan,
Liberty, TMR Appreciation, Key-
stone Funds (offering nine), Op-
penheimer, Dreyfus and Super-
vised Investors (offering three) .
"We have other funds,”" Mr. Hut-
chins said, "but we recommend
these from an economic standpoint
because the fewer we work with,
the less it costs Us."

The minimum investment fig-
ure, usually $50 to $250, charged
by most funds will be waived un-
der the new plan due to lowered
costs stemming from mass enroll-
ment and payroll deduction. The
funds previously named have
stated minimums of $20 or less per
transaction. The company hopes
to enroll as many as 10,000 new
investors during the first year and
is presently working with several
companies on presentations. -

INDEPENDENT"

EBS RISK MANAGEMENT

consultants are experienced in

making independent, unbiased, and competent studies of cor-
porate insurance and risk management problems. Services are
specifically designed to provide risk managers with professional
outside guidance in all areas pertaining to domestic or foreign

programs.

EBS experts can accomplish specific orcontinuous audits

and advisory services embracing:

independent program audits

and reviews, cost and c6verage evaluations, computer analysis

programs, bid review and analysis,

claims assistance, organiza-

tion and personnel studies, cost control systems, captive insur-
ance companies and self-funding media, safety, fire protection,
security program, overseas program services, group insurance

and pension.

4< EBS Offers Independent Assistance. No Insurance Sold.
EBS MANAGEMENT CONSULTANTS INCORPORATED |

NEW YORK
100 Church Street
New York, New York 10007
(212) 4250500

WASHINGTON DALLAS

1225 Conn. Avenue, N. W.
Washington, 0. C. 20036
(202) 293-1950

CHICAGO
100 S. Wacker Drive
Chicago, lllinois 60606
(312) F16-3438

211 N. Ervty Street
Dallas, Texas 75201
(214) Rt 7-3533

SAN FRANCISCO
44 Montgomery Street
San Francisco, Calif.

(415) YU 23463
BERMUDA
Mercury House

P.O. Box 1617, Hamilton

Telephone: 13973

MEMBERS OFAssOCIATION OF CONSULTING MANAGEMENT ENGINEERS, INC.



Workmen's comp costs cut when
insurer gives its safety advice

MORGAN HILL, Cal.-Acquisi-
tion by Boise-Cascade Corp. of
Aristocraft Travel Products here
brings to light an almost classic
story 6f how an industrial firm's
insurance costs can be "substan-
tially" reduced by close teamwork
between producer, polieyholder
and insurance company.

When Irving B. Perlitch began
manufacturing travel trailers in a
converted Morgan Hill chicken
coop some ten years ago, insur-
ance problems were the farthest
from his mind.

But as his then modest business
venture developed and blossomed
into California's leading travel
trailer manufacturing operation,
problems of insurance not only

arose but became increasingly
cornplex.

THE PERLITCH firm is based
at a 20-acre site here, not far
from San Jose. The business has
grown from a 10-man operation
to an organization that since 1959
has seen personnel increase to
550.

With the increase in personnel,
facilities, equipment and produc-
tion, the insurance needs grew
correspondingly.

"More widespread operations,"
Mr. Perlitch pointed out, "led to
broadened exposure and increased
workmen's compensation costs. The
problems and the costs had been
spiraling upward."

In May, 1959, Mr. Perlitch and
his insurance agent, Dale Cooksey
of Cooksey, Battersby and Mac-
beth Insurance, San Jose, had
placed Aristocraft's workmen's
compensation insurance with In-

dustrial Indemnity Co. at San
Francisco.

ARISTOCRAFTS experience
modification rating ( the insurance
man's method of comparing the
accident and claim loss record of
a business with the records of all
other businesses in the same cate-
gory) was 145%.

"In effect," Mr. Cooksey said,
"Mr. Perlitch was paying 45 %
rnore than the average insurance
premium rate for trailer makers.
However, this was a tough risk to
place. Most carriers at that time
wouldn't touch this kind of busi-
ness. But Industrial agreed to
write a policy."”

Safety engineers for the San
Francisco-based Industrial Indem-
nity analyzed Aristocraft's manu-
facturing operation, in an effort to
track down the cause of the high
insurance costs.

Three basic problems were iso-
lated: inadequate guarding of
woodworking machinery and saws;
a high frequency of minor acci-
dents resulting in costly lost time
trips to a physician; and a serious
lack of "safety consciousness"”
among plant workers.

THE ENGINEERS and Mr.
Cooksey then developed a two-
phase program.

"Although expensive initially,"”
Mr. Cooksey explains, "we all be-
lieved the program would be well
worth the cost, in terms of future
lower net insurance costs.”

Arkansas rates hiked

A 6.4% increase for commercial
automobile insurance went into
effect this month in Arkansas, ac-
cording to the Insurance Rating
Board. Commercial auto increases
included 4.8% for bodily injury
and property damage combined,
18% for garage and 17.9% for
physical damage other than colli-
sion. There was no change for
commercial collision rates.

The first part of the program
was preventative.

Machine safeguards were in-
stalled. Strict regulations were es-
tablished (and enforced) on em-
ploye use of body protection
equipment, such as hard hats and

goggles. A company safety corn-
mittee was created to maintain

safety standards.

INDUSTRIAL Indemnity visual
safety aids were posted in the
plant and technical j ob safety
guides were issued to all of the
employes.

"In short,” Mr. Cooksey pointed
out, "our accident prevention staff
helped the Aristocraft manage-
ment raise the level of safety and
the safety consciousness within

the plant.”

The second stage of the pro-
gram was remedial, as well as
preventative.

To correct the high accident
frequency, a full-time nurse was
hired, to provide on the spot
treatment for all minor accidents.
This substantially reduced lost
time visits to a physician.

THE NURSE also carefully in-
terviews each employe to assure
that no one is assigned a job in-
compatible with his physical ca-
pabilities.

Effect of the program soon be-
came evident. By 1963, the com-
pany's experience modification
rating was down to 82 %, a 63%
improvement over the 1960 rating.
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Mr. Perlitch was thus saving in
two ways, his insurance agent

said, "with reduced rates and
with substantial dividends."

For the first nine months of last
year, Aristocraft's workmen's com-
pensation insurance costs were
$53,540 lower than they would
have been had the experience
modification rate remained 145 %.

THE COSTS were $40,835 less
than if the rating had been 100%,
or the average for the industry.

Another $28,131 was saved dur-
ing this period by schedule rate
credits (merit rating that modifies
the basic workmen's compensa-
tion rate in California to reflect
use of accident p-evention equip-
ment and techniques).

Overall insurance costs were re-
duced even further when Indus-
trial Indemnity presented Aristo-
craft with a $15,000 dividend
check last year.

Today, Mr. Perlitch's net rate is

was in 1960 while the rates foi

period.
INDUSTRIAL Indemnity exec-
craft's experience modification

1969 policy year,

"a very real challenge to us all."
The premium the first year In-

dustrial wrote the compensation,

incidentally, was approximately

$2,000. Last year the EAP was
$100,000.

top engineers have been assigned
to the Aristocraft account. -

Priee and eost are two different things !
Why gamble 7

Always look beyond price.

The premium paid for an insurance policy is absolute.

What that policy actually costs is relative.

Unprofessional advice in the area of loss prevention

is nothing more than a gamble: it ean send actual costs sky high.

<> FACTORY MUTUAL SYSTEM

Since 1835 - induatry-owned to conserve property and profits

Arkwright-Boston Manufacturers Mutual Insurance Co.
M F B Mutual Insurance Co.

Philadelphia Manufacturers Mutual Insurance Co.
Protection Mutual Insurance Co.

Subsidiaries:

Amliated F M Insurance Co.
F M Insurance Company Ltd.
FM Engineering Corporation /Association
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your cash??

SELF INSURANCE frees up to 75% of your premiums

for reinvestment or working capital. Robert F. Coleman, Inc.
can advise you on this timely and vital method of insurance
protection.

For consultation and complete service have your Insurance

Broker or Insurance Manager contact

ROBERT F. COLEMAN,
INC.

- Workmen's Compensation O Public Liability
= Accident Control Specialists since 1923

Send for our brochure.
120 East 23rd Street - New York, N. Y. 10010 - 212 777-4210

carbon dioxide
fire extinguishing
systems and
equipment

How to take care

of the"hot spots"that
could put you

out of business

Every plant has vital areas that can be put out of action
by fire, thus interrupting production and causing you seri-
ous losses. Cardox engineers have developed several
good answers to this problem. Write on your business
letterhead-or just use the coupon-for this free booklet
which contains their suggestions. CARDOX, Division of

Chemetron Corporation, 840 N. Michigan Ave., Chicago,
lllinois 60611

SEND THIS COUPON TO:
CARDOX DIVISION OF CHEMETRON CORPORATION
840 N. Michigan Avenue, Chicago, lllinois 60611

Please rush my free copy of Folio 1 -1, which explains how
Cardox takes care of "hot spots.”
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Pensions outpace mutual funds
iNn net accumulation of stock: SEC

WASHINGTON-Stock acquisi-
tion of noninsured pension funds
in the second quarter of the year
dipped to the lowest point in the
last four quarters, az:cording to
figures released by the Securities
& Exchange Commission. But
pensions still outpaced mutual
funds in stock accumulation.

Pension funds acquired $1.08
billion of common stock (purchas-
es were $3.875 billion against
sales of $2.795 billion) in April-
June of this year, down from
$1.32 in January-March, $1.325 in
October-December of 1968 and
$1.195 in July-September of 1968.
The latest quarter's figures sur-
passed the $995 million in stock
purchases of April-dune 1968.

The SEC noted that even though
net accumulation was lower, pen-
sion fund activity in the market
registered a new high, with an an-
nual "activity rate" of 23.1 %.
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Zenith sets

mutual funds

LOS ANGELES-Zenith Fund-
ing Corp. has set up payroll de-
duction mutual fund plans for ten
employers, with an average of 15
employes each.

"The response has been tre-
mendous, not only from the com-
panies but from the employes. For
most, it is the first time that any-
one has everoffered thennan op-
portunity to invest,” according to
Maxwell L. Rubin, chairman and
chief executive of Zenith.

Mr. Rubin feels the mutual fund
payroll scheme is "just one more
step in the marriage of the insur-

ance and mutual fund industries.”

ZENITH FUNDING began its
program in July, and so far about
90% of employes in each firm
have signed up, Mr. Rubin said.

He said Zenith has set up pro-
grams for as few as three partici-
pants. "And a worker can have as
little as $20 deducted for fund
shares,"” Mr. Rubin added.

Zenith, according to Mr. Rubin,
has broker-dealer arrangements
with a list of mutual funds. "We
give each employe complete in-
formation on the funds. He then
selects the fund and decides just
how much he wants taken out
regularly,” he stated.

Participants, Mr. Rubin noted,
aren't tied to long-term contracts.
"They can drop out of the plan
any time. If, for some reason, a
worker runs into an economic sit-
uation that makes it necessary for
him to drop out, he simply tells
his employer and that's it. He still
owns the shares that he has al-

ready purchhased.™ -

("ACTIVITY RATE" is defined
as the average of purchases and
sales divided by the average mar-
ket value of stockholdings at the
beginning and at the end of the
period, stated at annual rates.)

SEC figures showed that mu-
tual funds reversed their first
quarter performance when they
were net sellers, and acquired
$1.1 billion of common stock in
the second quarter. They pur-
chased $6.3 billion of stock and
sold $5.2 billion worth for total
transactions of $11.5 billion (as
compared to a record $12.1 billion
in the fourth quarter of 1968).

Life insurance companies, SEC
said, acquired on a net basis $415
miillion of common stocks in the
second quarter-exactly the same
as in the first three months of
the year. Property and casualty
insurers increased their net stock

purchases by $430 million.

(in millions of dollars)
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THE NET purchases of both life
and property insurers, by the
way, were at all-time highs.

Life insurers' activity rate of
28.1 % was below the peak rate of
last year, the SEC said. But it
noted that property insurers have
"significantly increased” their
market activity-21 % in the latest
quarter as against 17.5% in the
first quarter 1969.

Of the four institutional inves-
tor groups, SEC said, property in-
surers have shown the greatest in-
crease in trading activity over the
past year.

Overall, the dollar volume of
institutional trading during the
second quarter totaled almost $21
billion-comprised of purchases of
$11.9 billion and sales of $8.9 bil-
lion.

Net purchases were $3.02 bil-
lion, up $1 billion from the first
quarter of the year. -

NET ACQUISITION OF COMMON STOCK
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Captive firm with mail-order and

credit life lucrative, says Dolan

NEW YORK-There is gold to
be had in a captive life insur-
ance company operation, especial-
ly when the captive's parent has a
successful retail mail-order busi-
ness. Furthermore, a major factor
in that success can be credit life
insurance.

That, generally speaking, was
the observation of an executive of
Gamble Alden Life, a wholly-
owned subsidiary of Gamble-
Skogmo Inc. The Chicago-based
company is involved in a variety
of operations and markets, almost
all of them basically in merchan-
dising and perhaps best known to
consumers as the Gamble-Alden

mail-order house.

According to Louis E. Dolan,
vice chairman of the company's
life insurance subsidiary, Gamble
Alden Life has enjoyed prosperity
since it made its debut in January,
1961, as John Alden Life Insur-
ance Co. He outlined the firm's
success story for insurance buyers
and industry representatives at-
tending a two-day captive insur-
ance seminar here.

"DURING THE four years fol-
lowing its incorporation, John Al-
den Life acquired from zero, en-
tirely by mail, insurance-in-force
of roughly $18 million, of which
$16.5 million were whole life poli-
cies and the balance term insur-
ance," Mr.. Dolan told his captive
audience.

"It was at this point that John
Alden Life became a 'captive'’ life
company of Gamble, when, in De-
cember of 1964, Aldens and John.
Alden Life were acquired by
Gamble-Skogmo," he went on.

"During 1965, its first year as a
captive, John Alden Life had
achieved insurance-in-force of
$53 miillion, or almost triple that
of the year before,” the vice
chairman related, noting that it
was at this point Gamble's man-
agement came up with its "big
idea.”

In addition to its own 30,000
employes, Gamble's execs figured,
the company has thousands of
merchandise suppliers, with their
many more thousands of em-
ployes. It also has more than 3,000
franchises, who together with their
employes furnish a "captive" mar-
ket for the captive insurance com-

pany.

"MOREOVER," Mr. Dolan con-
tinued, "with the huge credit
business done by Gamble & Skog-
mo, credit life insurance seemed
to be a natural adjunct.” (He not-
ed that the company presently has
more than $250 million in out-
standing receivables.)

"Last year, the company changed
its name to Gamble Alden Life In-
surance Co. and by the end of the
year had life insurance-in-force of
$606 million,” Mr. Dolan said, add-
ing that the geometric rate of ex-
pansion is reflected by comparison
of total premiums in force. "In 1967,
Gamble Alden Life had a total of
$5.3 million; in 1968 it was $8.1
million; this year it will be $10.25
million,"” he said.

It was at this point- Mr. Dolan
Nnoted that one of the markets-
credit life insurance-was "the
key factor” in the company's rap-
id growth.

"Credit life is sold on both re-
volving charge accounts and in-
stallment sales contracts,” he ex-
plained. "The insurance coverage
pays off the account balance in
the event of the death of a Gam-
ble's customer, up to as much as
$5,000. And so," he noted, "the con-
generic aspect or relation of mer-
chandising and insurance emerges
into view.

"THE ACCEPTANCE of this

product is, however, the crucial
thing, both to Gamble's and the
customer,” Mr. Dolan continued.
"The amazing statistic is that, to
date, in excess of 92% of eligible
Garnble

custonners have

pur-
chased credit insurance. As a re-
sult,” he added, "the single prem-
ium coverage on installment pur-
chases became so profitable that
we reduced the premium rates
and extended coverage to the
spouse as well. Our rates have
been well below the state maxi-
mum because of the phenomenal
acceptance or, in insurance con-

cepts, because of the broad spread
of the risks.”

Mr. Dolan noted also that no

small part of Gamble's success

with credit life is due to the fact
that a store manager's bonuses
are directly related to the number
of credit life policies his salesmen
sell.

“Imn management terms,"” he
went on, "the success of one line
permits expansion in another; and
the credit life business permits
the life company to expand more
readily to sales of permanent in-
surance lines that require several
years to become. profitable, and
still show a very respectable stat-
utory gain from operations.”

GAMBLE ALDEN Life, he re-
vealed, will begin experimenting
with credit property insurance
this month in two of its merchan-

dising divisions. The line, he said,

is "a natural supplement to credit -
life insurance. Whereas the latter
insures the life of the account
holder, the credit property insur-
ance will insure the merchandise
purchased by Gamble's customers,
so long as any unpaid balance
remains in the account for the
merchandise purchased. Our own
projections on this new coverage
suggest even greater profitability
than has thus far been realized on
the highly profitable credit life
insurance,”" he said.

Questioned later about credit
property insurance, Mr. Dolan ad-
mitted it would probably be in
the experimental stage for some
time before mass marketing. Some
questions-such as what part of a
customer's balance applies to a
product for which he claims a loss
-have not been solved as yet.
Credit property insurance will not
apply to thefts, however, at least
not for the time being, Mr. Dolan
further explained.

Commenting further on the
growth of Gamble Alden Life, Mr.
Dolan noted that in 1964 "it was
near the bottom of the insurance
companies of the nation. Today
(as of May, 1969)," he said; "that
picture has changed considerably
as Gamble Aldeh Life has moved
up to become the 238th largest
insurance company in the U.S. in
terms of insurance-in-force.” He
added that the company is now
licensed to do business in 29
states and all the provinces of
Canada, and now has applications
pending in most other states with
approval expected soon, with the
possible exception of New York.

The Gamble Alden Life story,
however, does not end there. The
company, Mr. Dolan noted, now
finds itself involved in a romance
with another newly created Gam-
ble's subsidiary, Gamble Alden
Securities Inc., whose sales reps
are licensed to sell securities of

Continued on page 56
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Continued from page 55

the parent company and over 400
mutual funds. Sales counselors
were combined with the insurance
company salesmen and now all
have dual licenses enabling them
to offer total financial planning,

including personal lines insurance
of all kinds.

"MANAGEMENT," he ex-
plained, "made the decision to es-
tablish a division of the company
to administer group insurance
programs including life, health
and accident,” adding thaz a

SKIDPROOF AND
MELT ICE

Flash ® Deicer melts ice fast at low
temperatures. After the ice has
melted Flash remains as an anti-
freeze to prevent ice formation.
Flash contains chemically active
abrasives which skidproof instantly
on contact but do not leave 2 residue.
ORDER TODAY: FREE $24.95
SPREADER with five 400-Ib. drums
at 14¢ per Ib.; 100-Ib. drums at
15¢ per Ib.

"ready market for an attractive
employe benefits insurance pro-
gram existed with the manage-
ments of the various Gamble's
subsidiaries and divisions, and
also with the many merchandise
source companies who, in turn,
have large numbers of employes.
The life captive last year also
created a new subsidiary, Gamble
Alden Agency Inc., with the
objective of developing a dually
licensed sales force to market
Gamble Alden Life products, se-
curities and property and liability
insurance on a brokerage basis.
Another function of the agency
company, he noted, is to serve as
a broker in purchasing Gamble's

Sa-- .t S

STOP ROOF LEAKS
IN RAIN OR SNOW

Ranco roofing materials instantly
stick to wet roofs and stop leaks in
rain or snow. Shield-Tite ® Wet
Surface Cement, trowel consist-
ency, patches breaks in roots and
flashings Shield-Tite ® Wet Sur-
face Coating, brush consistency,
seals hard-to-find leaks in large
roof areas. Mail coupon for FREE
1-GALLON SAMPLE OF EACH,
freight prepaid.

RANCO INDUSTRIAL PRODUCTS CORP.

13271 Union Avenue « Cleveland, Ohio 44120

Please send FREE Wet Surface Repair Kit and

40-Page Ranco Maintenance Catalog to:
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Aviation Office Of America has a new Special Risks Aviation
Insurance facility. It takes serious specialists to provide this

service to the industry.

We know that risks such as float planes, older single and multi-
engine aircraft and agriculture aircraft are SPECIAL risks, there-
fore, we go about it in an especially serious professional manner.

This way we smile a lot.

AVIATION OFFICE OF AMERICA

INCORPORATED

depend on us for
excellence in underwriting !

corporation insurance coverages
in property and liability lines.
"Moreover," he added, 'the agen-
cy may even serve as a vehicle
for self-insurance in these lines,
as annual premiums total in the
millions of dollars or- Gamble's
properties located in 40 states and
all the provinces of Canada."

In addition, Mr. Dolan told the
captive seminar, the agency is
currently offering, "on a broker-
age basis only, employe automo-
bile insurance on a payroll deduc-
tion basis." As of this month, he
explained, a complete insurance
package for franchise operators is
also being offered. The package
includes physical damage, busi-
ness interruption, liability insur-
ance and life and health insur-
ance. Homeowners insurance will
also be offered on payroll deduc-
tion in the near future as well, he
said, adding that employes of
Gamble's franchises will be eligi-
ble eventually.

Mr. Dolan noted that employe
acceptance 6f these programs has
been "most gratifying. '

"Offering the insurance cover-
ages at very competitive rates on
an annual rate basis with nation-
ally known carriers, and on a
payroll deduction basis, affords
the employe a real benefit. -

Indictment

Continued from page 7
leged Insurance fraud, Federal
authorities said.

Others named in the indictment
as victims of the alleged scheme
to defraud policyholders are four
insurance salesmen, all of whom
sold insurance for Eritish Fron-
tier.

They and the states in which
they sold British Frontier insur-
ance are, according to the indict-
ment and Federal authorities, C.
MacChamber, of Idaho; John M.
Chervenak, Texas, Oklahoma and
Missouri; Charles Woodward, llli-
nois; and Russell Grace, Texas.
Federal authorities also allege
that the British Frontier insur-
ance operation duped many other
brokers and agents, along with
their policyholders.

THE INVESTIGATION of the
defendants and Bri:ish Frontier
that led to the indictment was put
into high gear after -W. W. Fritz,
director of insurance for Alaska,
made a routine check of the Nas-
sau-based insurer.

Mr. Fritz said that the Alaska
department of insurance became
aware of British Frontier after
seeing the company's name on an
agent's report.

Acting on the results of his in-
vestigation, Mr. Fritz said that he
issued an order that said no more
insurance could be sold by British
Frontier in Alaska, because, for
one reason, the company was not
authorized to underwrite risks in
Alaska.

The Alaskan director of insur-
ance also said that he contacted
U.S. postal authorities in Chicago
after consulting with insurance
department officials in Nevada
and Arizona.

The head of the nonadmitted
insurers office of the National
Assn. of Insurance Commissioners,
Joseph A. Humphreys, pointed out
that generally insurance operators
who defraud policyholders try to
sell coverages that have premiums
of $1,500 or more a year, because
a few such sales make a sizeable
annual income.

He added that it would be al-
most impossible to estimate the
amount of insurance written by
British Frontier, but that some
reports are now available on a
confidential basis from various
insurance department in the U.S.

He did not think that Business
Insurance's estimate of $10 million
in premiums was out of line. -

RR retirees to lose
group life insurance

NEW HAVEN-Some 1,200 re-
tired employes of the former New
York, New Haven & Hartford
Railroad will lose their compa-
ny-paid life insurance on Oct. 31.

The group had been covered by
group life insurance by the New
Haven, which is now part of the
Penn Central Railroad.

Since the New Haven merged
with Penn Central last Jan. 1, the
estate of the bankrupt New Haven
had continued to pay premiums
for retired employes, who range
from age 66 to 96.

PAYMENT OF retired

ployes' insurance premiurns was
not part of the merger agreement,
Business Insurance was told.

em-

Richard Joyce Smith, a trustee
of the bankrupt line, who contin-
ues as an estate trustee, said in a
letter to former employes, "The
estate may not assume on a con-
tinuing basis the cost of contribu-
tions heretofore made to maintain
this coverage."

Mr. Smith added that since the
Penn Central takeover, the estate
had continued its half of insur-
ance payments "for an appropri-
ate interim period,” to enable re-
tired employes to have slifficient
time to convert their insurance
under priviliges available to them
through the group insurance plan.

Last payment by the estate will
be made Oct. 1 for that month's
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The Aviation Insurance Market grows - and grows.
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AIM's resources will work for your profit.
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TV camera expidites
Camille settlements

SAN FRANCISCO-The newest
technique for investigating insur-
ance claims was put to its first

major test along the Mississippi
Gulf Coast in the aftermath of

Hurricane Camille.

Adjusters for Fireman's Fund
American Insurance Companies
used a portable television camera-
recorder to help process the claims
of an estimated 5,000 policyholders
who suffered Camille damage.

Fireman's Fund, which has
headquarters here, was the only
insurance company on the scene
using videotape in claims adjust-
ing.

THE COMPANY established a
special catastrophe office at Bi-
loxi and rushed adjusters from
California, Oregon New
Hampshire to help process claims.

A total of 16 adjusters were on
the scene when the special office
began operations only a week aft-
er-Camille passed the coastal are-
as. Later an additional seven ad-

and

justers were flown in.

Early estimates placed Fire-
man's Fund losses at between $8
and $10 million gross.

Tlrnnas Rodgers, home office
general adjuster from Atlanta, su-
pervised the operation.

"THE FIRST day of operation,”
Mr. Rodgerssaid, "more than 900
notices were logged in. This
mushroomed to 1,700 by the end
of the third day and we were the
first to have Camille claims ap-
proved for payment by the Amer-
ican Insurance Association's storm
advisory office."

With the portable televisi6n
unit, adjusters recorded on video-
tape the general condition of the
hurricane area and specific dam-
age to properties insured by the
company.

The tapes will be kept for per-
manent documentation or will be
re-used as claims are closed and
paid.

The company scored another
insurance industry "first” by us-
ing television for industrial news
reporting.

A SEGMENT of tape was flown
here to provide the insurer's man-
agement with "a virtual eyewit-
ness account of the scope of de-
struction, extent of damage to in-
sured properties and the progress
in adjusting losses."

The videotape system used was
a compact Sony "VideoRover”
VTR unit that included a portable
battery operated camera recorder,
monitor equipment, extra tapes

Insurers, Getty Oil
report Camille toll
of $26 million

NEVW YORK-Hartford In-
surance Group, Aetna Life &
Casualty, Travelers and St.
Paul Fire & Marine have re-
ported their estimated losses
from. Hurricane Camille.

Hartford said its net loss
will hit $8.5 miillion; Aetna
posted losses of between $7
million and $8 miillion from
some 3,000 claims; Travelers
estimated losses at about $7.5
million; and St. Paul reported
Camille losses of $1.3 miillion.

Getty Oil Co. estimated
physical losses from Camille
at its terminal facilities in
Venice, La., at $2 million. A
"significant” portion of the
losses are covered by insur-
ance, Getty said.

and battery charger.

The complete system was as-
sembled and air-lifted to Missis-
sippi on 24 hours' notice.

A microphone attached to the
tv camera permitted the adjuster
to record his comments on the
videotape while he filmed a scene.

Patrick McGowan, audio-visual
manager for the company, spent
five days recording storm damage
and interviews with agents.

The videotape will be compiled
into a documentary for claims and
underwriting training programs.
And the videotape unit in the Bi-
loxi office will be kept on hand as
long as the office remains open,

expected to be at least three
months.
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London adds up Camille losses

LONDON-UNderwriters in
Britain are still analyzing the ef-
fects of Hurricane Camille. Claims
are obviously still coming in, and
will continue to do for a long
time, so that even the experts

refuse to predict its final impact
on the market.

The boldest estimates so far are
that the London market as a
whole may have to bear liabilities
of close on $40 million.

But this may be placing them
too high at the moment, to judge
by inquiries among both members
of Lloyd's and the big British in-
surance companies that have to
face the problem.

AT LLOYD's, which will large-
ly have to deal with marine and
other exceptional claims, the lat-
est feeling is that the Carnille bill

facing its members will reach be-
tween $15 million and $20,000,000.

It is only those with memories
of the long-delayed effects of
Hurricane Betsy who instinetively
feel, like one top London under-
writer, that it may rise to $25
miillion.

On top of this, however, is the
bill facing the two or three Brit-
ish major insurance firms that are
involved in such claims as dam-
age caused when Carnille swept
inland.

They certainly fear, more than
a mdnth after the catastrophe,
that their liabilities alone will run
into the $10 million to $12 million
category.

THIS IS based (by the British
Insurance Assn.) on revised esti-
mates from the U. S. of the exten-

sive damage caused.

So that if the experts’ long-
term forecasts are right, Camille
will certainly cost the British
market $30 million and may rise
to $40 million.

Insurance firms are already
gearing themselves, and so are the
various Lloyd's underwriting syn-
dicates, to meet a heavy bill.

This comes just when Lloyd's
members are hoping they have
turned the corner from bad times,
and have a chance of making a
profit after the double-losses of
$44 million in 1966 and $90 mil-
lion-plus in 1965.

THEIR OPTIMISM is based on
a sharp turn-round in the claims
ratios since those two disastrous
years that badly hit its six thou-
sand members and brought natu-
ral fears about capacity. -

Here comes PEG

Bill Parker

INA Pacific Employers Insurance Company
Resident Manager, Los Angeles

There go the old ideas on Par Comp

For strength and imagination

Meet a young pro who's creating quite a stir in Par-
ticipating Workmen's Compensation. Bill Parker, a

native Californian with 20 years of management

experience, headsthe Marketing/Underwriting
Team of the largest Par Comp office in the INA-PEG
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Continued on page 10
a long run return of 9,%, of which
growth accounts for only 5 % or
so, is this apt to be very disap-
pointing in a speculative environ-
rnent when people are used to
hearing stories of 20 % a year?
Does this mean therefore that

5 % future return on bonds and
9 % combined return on stocks
really means that bonds are apt to
go up and stocks are apt to be
sold by disappointed speculators,
so that really what one should be
doing today is really buying
bonds? This is just the devil's ad-
vocate kind of question reading

from this figure. Any comment on
that?

Dr. Zinbarg: Well, | can tell you
personally that | sold all of my
stocks and bought bonds. | think
bonds are an extremely attractive
buy from a cyclical point of vie'31
at the present time. | really don't
agree that the average investor
really expects 20% per annum or
anything like that. | think he may
talk as if he expects it, but over
at Prudential we use as one

KEEP'EX COVERED

Group Life Income Insurance takes over
where other employee benefits Group Term Life,
Long-Term Disability, Group Pensions leave off.

While group term life insurance goes a good part of the way toward pro-
viding financial security for an employee's surviving family, any fixed amount
of group life insurance will sooner or later be exhausted $200 per month
taken out of a benefit of $15,000 (a somewhat higher than usual amount for
most employees) will run out in less than 7 years.

If an employee becomes totally disabled prior to retirement, long-term dis-
ability benefits provide income to his family, usually until his pension

commences.

The pension plan itself may contain an optional provision for continuation of
pension payments to his wife if she should outlive him after he has retired.
But should he not reach retirement age, most plans make no provision for

this extension.

It is clear that an insurance plan with continuing benefits is the solution.
Crown Life's Group Life Income Insurance gives the surviving wife the secu-
rity she needs, providing her with a monthly payment for the rest of her,ife. An
additional optional provision continues payments to the youngest surviving

child until age 21.

You don't need artillery to get the full story on Group Life Income Insurance.
Simply aim your questions at your Crown Life representative, or fire the

coupon at us!

Group Marketing Dept.

Crown Life Insurance Co.

120 Bloor Street E., Toronto 5, Ontario, Canada.

Gentlemen:

Please send me complete information on Group Life Income Insurance.

Name

Addres

City
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CROVVN LIFE

INSURANCE COMPANY/ESTABLISHED 1900/TORONTO, CANADA-SERVING INDEPENDENT
AGENTS AND BROKERS /N 49 STATES, DISTRICT OF COLUMBIA, AND PUERTO R/CO.

method for evaluating the level of
stock prices a set of assumptions
one of which is that investors ex-
pect on average about 8.5% annu-
al rate of return. Without going
into details over at least the last
10 years this assumption has
worked out very well as | think
investors really do on average in
aggregate look back at what has
happened over time; sure they
would like 20% but | don't think
they really expect it.

Mr. Dreher: | have a somewhat
different view. | think that the
knowledgeable investor is more
likely as time goes by to first take
a longer time span than a year
or three years or five and also
that he is likely to look for -per-
formance relative to market. In a
market climate such as we have
this year the man who is not los-
ing money has done an outstand-
ing job.

Whereas in the market climate
of 1967 a man who had 15% did
not do a very good job in manag-
ing an equity portfolio. | think it
is necessary to set investment
objectives in relation to that peri-
od of investment activity within
which the comparisions are being
made.

Over the weekend | was read-
ing an interesting article in
Forbes which was analyzing the
performance of mutual funds. |
would recommend it to all of you
as an interesting analysis of what
a group of mutual funds has
achieved and | think you can
draw some analogies. You can in-
terpret this information about
mutual fund performance to get a
better awareness of how a cross
section of pension funds managed
by other types of portfolio man-
ager might produce performance.
It's necessary as this article points
out to look to the performance in
the up period of the market and
down markets separately in order
to evaluate the achievement of
the portfolio manager.

Also it is my impression that an
additional stress and a proper
stress is being placed on consist-
ency of performance. Because of
the political and human elements
involved in this whole area | find
it disturbing-and | know our
clients do-to contemplate that
50% up and 50% down perform-
ance from one year to another.
You might make a mathematical
case that significant fluctuations
up and down in performance over
a period of time would produce a
greater asset accumulation and
therefore be desirable, but it is
damn tough to take the pressure
and continue to be convinced that
you are right in that down period.

| think consistency of perform-
ance relative to meaningful mar-

ket indices or tests of other fund
performance is being given in-
creasing weight. To come back
and say something about Ed's
comments | think that the degree
to which let us say the prudent
investor is willing to settle is cer-
tainly a lesser degree of excess
over the average than some peo-
ple have talked about

Getting 50% or 100% more
than the market av erage just
doesn't work, because if very
many people did that for much
time they would have a corner on
all of the assets. The real world
suggests to me-and | confessed
that | don't have data on this, we
are trying to accumulate it-that
premium over an average of
somewhere in the IEi% to 35%
range is about all that investors of
this type of fiduciary fund are
entitled to expect from the best of
portfolio managers.

Mr. Zinbarg: | would like to
underscore that too and indicate
that 15 % to 35% means not per-
centage points but if the average
return is 9% then someone who
does 12% over a long period of
time is doing an amazingly good
job, and anyone who tells you
that it is relatively easy to do
15% or 16% per annum, or any-
thing like that is just snowing you
because we are talking about
probability. The odds are just in-
finitesimal that anybody is going
to have such a performance. -

Canadian

auto group
sets captive

VANCOUVER, B.C.-Conway
Parrott, president of the British
Columbia Automobile Assn., has

reported the 176,000-member as-
sociation will have its own insur-

ance business by Jan. 1.

Mr. Parrott salid the step, ap-
proved by a majority of members
at a Vancouver meeting, means
"insurance in the long run will be
less expensive because we are a
nonprofit organization and we ap-

peal to a better-than-average mo-
torist.”

The new service will be known
as the B.C. Motor Insurance Co.
and will operate under an act of
the Legislature adopted in 1964.
The BCAA previously acted as an
insurance agency for Employers'
Mutual Casualty Co.

The American Automobile Assn.
is also moving to establish an acci-
dent insurance firm, AAA Life In-
surance Co., Business Insurance re-
ported in its July 7 issue. -

classified advertising

RATES AND CLOSING TIME: $2.00 per line, minimum charge $8.00. Cash
with order. Figure all cap lines (maximum-two) 30 letters and spaces
per line; upper & lower case 40 per line. Add two lines for box number.
Replies are forwarded daily. Closing deadline: Copy in written form in
Chicago O8ice not Zater than noon, Monday 7 days preceding publication
date. Pubished every other Monday. Display classified takes card rate of
$17.00 per column inch, and card discounts on size and frequency.

Business Opportunities

DO YOU WANT
TO SELL YOUR BUSINESS?

We are a reputable Insurance Brokerage
in Chicago established in 1908 who is

interested in acquiring other Agencies or
Brokerages.

Box 963, BUSINESS INS.
740 Rush St. Chicago, 111. 60611

Help Wanted

Risk Management Consultant Wanted
Responsible for developing risk manage-
ment educational materials and programs
relating to financial institutions. Position

IMrirdM:M;;Palhnality, greativity,

specialized subject matter. University de-
gree or equivalent, plus 5 years property &
casualty insurance experience. Limited in-
ternational travel. Relocation to Madison,
Wis., required (at employer's expense).
Starting salary 510,00 er annum. CUNA
International, Inc., P.O. Box 431, Madison,
Wisconsin 53701.

GET RESULTS HERE



66Help!Help! Whiplash!”

Five seconds ago, you felt nice and secure about your

business insurance, didn't you? Comfortable. Protected.
Cared for. Just like the ads and booklets said.

Yet let something really wild happen and that fat, cushy
liability limit suddenly looks like chicken-feed.

Which isn't too strange under the circumstances. Because
a nice, neat insurance policy with all that prissy syntax all but
presupposes a nice, neat, prissy, claimant.

So what you really need at the moment is not a nice, neat
policy but a nice, not-so-neat insurance company. A company
that knows when it's best to unbend a little-in spite of
what the procedure manuals say.

For instance, one of our specialties at Consolidated is
the judicious use of friendly dissuasion. Such as curing a stiff-
necked claimant's battered dignity with a good-looking
Swedish masseuse instead of money.

Another is our decidedly unfriendly attitude toward
what causes claims in the first place.

Because it takes both- deft claims handling and gung-ho
accident prevention - to keep policy holders secure, loss-
ratios stable and underwriters open to applicants who aren't
worth a fortune in premiums.

Of course, you also have to be willing to get labeled as a
hard-nosed insurance company.

But that's our problem- and your unwritten insurance
that we've got a lot more than a policy going for you.

Consolidated Insurance Companies
345 Adams Street, Brooklyn, New York

Whenyou needa company
Not just apolicy.
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